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‘Peering Ahead 


HE : change | in the financial climate during the second half 
of last year was little short of remarkable. Lookiüg back, 
it is now plain enough that the stern measures introduced 


aene 
wero 


by the authorities on September 19th — when the Bank rate was 


raised to 7 per cent coincidental with further capital expenditure 
restrictions and the pegging of bank advances — were due almost 
entirely to the plight of the pound jn the exchanpe markets and 
to the continuing drain on the gold and dollar reserves.: 

To some extent the pressure on sterling arose out of the partial 
devaluation of the French franc early in August and the resulting 
flight into. German marks; but the fact that sterling came under 
pressure at, all, points to a deeper cause. The new measures; 
therefore, went to the root of the problem — the need to exorcize 
inflation from the economic system once and for all~for the 
pound could not go on losing ground internally without at the 
same time affecting its value in the eyes of foreigners.. " 

— In their. primary objective - the defence of sterling — the 
authorities have gained: an undisputed success. The run on 


Sterling was halted almost immediately and the pound has been 
gaining ground ever since. As a result, the exchange rate has lately 


been hovering close to $2.81 to the pound compared with $2. 785 
just before the Bank rate was raised. , 

This new-found strength of sterling has been matched by 
decisive indications -in Britàin's domestic economy that there, 
too, the policy of squaring up resolutely to inflation is being taken 
seriously. Already; in private industry, the steep rise in the cost 
of raising new capital has led to a rigorous scrutiny of budgeted 
expenditure; and in addition, the more restrictive and critical 


attitude towards applications adopted by the Capital Issues 


Committee has led to some pruning of the sums originally 
applied for..'The full effect of business decisions is bound to 
remain uncertain, however, while the wage issue is in doubt. 
This more than any other domestic influence will govern expecta- 
tions about the future course.of the economy. 

' When one's gaze wanders outside these shores, we see that the 
stresses under which we have laboured have not been the only 
ones. Sincé last summer, the flight of foreign funds into both 
Canada and Western Germany has been reversed, the American 
investbr has been badly hit by the fall on Wall Street, and the 
slump in world commodity prices has led to some anxiety — especi- 
ally in the under:developed areas of the Commonwealth. In 


 . particular, the failure of the American economy to produce its 
. hoped-for autumn spurt in output has had a disturbing effect. 
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` Yet the less dramatic declines in world raw 
material prices may well have the more = 
reaching ‘effects. 

So as we enter 1958, the economic scene is 
clouded by many uncertainties. The danger from 
the fall in commodity prices is that while the 
income of the producing countries dwindles, the 
prices they are having to pay for industrial goods 
show a tendency to rise. In short, the terms of 
trade have suddenly become unfavourable to the 
commodity-producing countries. Their reactions 
could prove unpleasant for Britain and other 
industrial nations, for they might cut their 
imports or trip their development programmes. 
Either way, some contrattidn of trade from that 
quarter seems likely. 

Here at home, the rise in the Bank rate did not 
have any immediate répercussions on the level of 
industrial activity. Last year, from about May 
onwards, industrial production was running 
steadily at just over 2 per cent above the plateau 
on which it had been rooted for nearly two years. 
Actual production in the earlier part of 1957 had 
been held back partly by the scarcity of oil fuels 
because of the closure of the Suez Canal, and 
partly because of strikes in the engineering trades 
and in the shipyards. As for this year, while it 
has been officially emphasized that the new 
measures do not necessarily imply any reduction 
in either output or unemployment, if, as the 
result of wage increases or other factors, the 
current supply of money and credit is completely 
utilized before actual factory capacity is fully 
employed, it follows that the volume of produc- 
tion will have to be reduced. 

It seems, therefore, that at best we can only 
expect to hold firm at the present level of pro- 
duction, leaving some spare factory. capacity 
available. For instance, even a modest rise in 
the output of steel, motor vehicles and chemicals 
may be swamped by a falling off elsewhere, in 
such industries as building and construction, 
machine-tools and heavy engineering. 

As for capital expenditure, all the indications 
now are that investment in real terms will fall 
short of the level attained in 1957. The Board of 
Trade forecasts of capital expenditure in manu- 
facturing industry show that a fall is in prospect 
there. Lately, machine-tool orders have also 
fallen off quite sharply, while the CHANCELLOR’s 
own measures involve a cut in real terms of the 
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capital expenditure of Government, local autho- 
rities and the nationalized industries. Clearly, 
the investment boom is over for the time being. 
Thus, despite the expansion of capacity in the 
investment industries, demand for capital goods 
may gradually taper-off during the coming year. 

So far, personal consumption has not responded 
to the Government’s restrictive measures. How- 
ever, the boom which the consumer goods indus- 
tries are now enjoying is a distinctly patchy one, 
and there are some grounds for anticipating a 
down-turn provided there is no further general 
rise in the wage index. It is noticeable that the 
most prosperous sectors of the consumer goods : 
industries are those which normally sell on a hire- 
purchase basis — which leaves them vulnerable to 
possible Government restrictions. = 

As regards the probable movement of exports, 
demand for manufactured goods is being held 
down in many countries as much by restrictive 
monetary policies as by import controls. Com- 
petition may well become keener, but the reduced 
demand at home will mean quicker delivery dates 
and perhaps spur British exporters to redouble 
their efforts. Assuming that the present set-back 
in the United States is limited to what has been 
graphically described on the other side of the 
Atlantic as a ‘sideways movement’, then the 
future trend of exports is most unlikely to cause 
any serious fall in activity in the United Kingdom. 
Even so, it is no use blinking the fact that the 
United States economy has entered a fairly 
serious recession of late, though neither the 
depth nor the duration can yet be foreseen. 

Then, there is the Budget ahead: THE 
CHANCELLOR OF THE EXCHEQUER has already re- 
ceived forthright advice from the Governor of 
the Bank of England who has expressed the view 
that ‘sterling will need to be buttressed in present — 
circumstances, not only by an increasing surplus 
on balance of payments account, but also by an 
overall surplus on Budget account’. 

A successful monetary and Budget policy will 
mean less of a scramble for the available resources, 
less pressure for increased costs and prices, and- 
in the long run it will. mean more and not less 
production. Perhaps, like the rest of us, the 
economy needs to pause for a while to regain 
its strength and resilience — to take a breather 
as it were - and judging by the-signs, that role 
certainly seems predestined for the year ahead. 
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‘ledger folio’ in a great bound-book, it was 
necessary at monthly intervals to list all the 
| individual balances, and to 'balance' the ledger 
; With the sales ledger control account in the 
| nominal ledger. From this single-column list of 
anonymous balances grew the 'Monthly detailed 
| debtors' list' which became necessary with the 
| growth in the number of ledger accounts. In 
many firms, the procedure was for the ledger- 
keeper to list the balances on analysis paper, 
which contained columns headed ‘total’, ‘now 
due’, ‘one month overdue’, etc., with a final column 
headed ‘old’; the customer’s name being inserted 
against each account. Simultaneously with the 
extraction of the ledger balance into the ‘total’ 
column, each balance was analysed into its con- 
stituent months of indebtedness in the remaining 
columns. 


The Ledger-keeper’s By-product 
‘Thus, when the lists had been totalled and cross- 
balanced, there existed, in summarized form, a 
list showing the amount owed and the months 
of indebtedness, both in total and for each 
customer. In fact, the ledger-keeper’s old single- 
column list produced.a most valuable by-product 
with the following characteristics: 

(x) It was a memorandum of the contents of the 
sales ledger, and a safeguard in the event of 
fire or other damage to the ledger itself. 

(2) Monthly changes in the value of each column 
and in the percentage of each dated column to 
the total column, were of value in the cash 
budget and in assessing the work of credit 

| control. 

| (3) It was a comprehensive and graphic source of 

information to an interested executive who 
| might not always wish to have a series of heavy 
| bound ledgers thrust upon his desk. 

| (4) In cases where policy so directed, the dis- 

| sected balances could be entered in a box on 

| 

| 


| [* the days when the sales ledger was kept on 
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the customer’s monthly statement, in an 
attempt to draw his attention to the overdue 
nature of any portion of the total balance. 


' Mechanized Ledgers 
. With the advent of ledger-posting machines as 
| well as handwritten ‘copy-board’ systems, both 
| of which provide continuous proof of posting, 
| the ledger-keeper's need for his list of balances 
| has disappeared, and in fact, a selling point of 
| 


these systems is stated to be that there is a saving 
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DEBTORS  —— 


by R. TARDREW, A.C.I.S. , P , 


of the labour required in the preparation of lists 
of balances. It is argued that the ‘signalling’ of 
the ledger-cards with moyable coloured tabs 
provides warning of top-heavy or overdue 
accounts, and that the routine production of 
duplicate statements for internal use. provides 
adequate publication of the state of the ledger 
to the appropriate executives. 

The latter part of this argument is not strictly 
accurate, however, because a mechanically- 
produced statement (except on a suitably ‘in- 
structed’ punched-card or electronic installation) 
does not automaticaly provide a dissection of 


.the opening balance. Furthermore, the absence 
-of the monthly detailed -debtors' list deprives 
the chief accountant of his breakdown of 


total debtors into months of indebtedness. It is 
true that he may obtain this by having every cash 
receipt and sales ledger credit analysed and 
posted to the control account under the month of 
indebtedness cleared, but the extra clerical work 
would then yield only total figures instead of both 
total and detail, as provided by the monthly 
detailed debtors’ list. 

Everything, therefore, points to the retention 
of the monthly detailed’ debtors’ list, and the 
following is an illustration of how, in the interests 
of speed and economy, it may be produced as a 
by-product of a modern system, in the same way 
that it was evolved as a by-product of the former 
d s proof list. 

Detailed Debtors from Mechanized 
dgers 

(The method binges on the fact that whereas 
under the old system, customers’ statements were 
not prepared until the end of the month, under 
modern systems the statements are headed-up 
and have the opening balances inserted at the 
beginning of the month. It is, therefore, possible 
to prepare the detailed debtors’ list for the old 
month simultaneously with the insertion of the 
opening balances on customers’ statements for 
the new month, 

Statement forms should be printed with Ge 
vision for the dissection of the opening balance 
in a horizontal ‘box’ (in place of a vertical box 
on the old form of statement). Detailed debtors 
lists should be printed to register with the state- 
ment forms, and it is then possible, with the use 
of carbon paper, both to insert dissected opening 


"THE 
4 |... ACCOUNTANT 


* balances on the customer's statement, and to 
prepare one or more copies of a detailed debtors' 
list simultaneously. Be it noted that, where once 
the customer was given a dissection of his closing 
balance, he is. now given a dissection of his 
opening balance; but that is a difference which the 
business community appears to havé accepted as 
part of the price * pay for the benefits of 
mechanical and semi-mechanical accounting. 

- The dissection is not, of course, mechanically 
sro ducc It depends, firstly, on the ledger 
cards, having been suitably annotated by some 
agreed code, and secondly, on a fair degree of 
interpretative skill on the part of the clerks 


carrying out the operation. ‘The method described 


ig, therefore, *particularly quited to the''copy- 
‘board’ system of sales ledger, where the ledger 
clerks are still nearer by trade to the traditional 
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book-keeper; than to the more e highly-specialized 
machine operator. 

- In machine-posting, the operator must also, 
possess this ability to dissect the balance by: 
inspection (aided by script annotations. on the 
ledger). She must, in effect, tell her machine what’ 


to print in the analysis columns, but the machine 


will then cross-add and print the total balance 
for her. (On some machines, the operation will 
be an ‘application’ separate from the normal 
posting operation, but most machines can quite 


simply be temporarily adapted to this duty.) 


This method. of producing the monthly 
detailed debtors” list has the great advantage that 
it inevitably comes out on time as part of the 
accounting system, and is not the result of an 
ad hoc operation which, in times of stress, might: 


: be postponed beyond its useful date. 


. OCCUPIERS’ LIABILITY 
PROVISIONS OF THE NEW ACT 
by SPENCER G. MAURICE 


"HE. Occupiers’ Liability Act, 1957, which 
. came into effect on January 1st, 1958, 
effects a codification of a part of the law 


which has till now rested almost exclusively upon 


the principles of the Common Law. The Act does 
more than codify: it also’ amends in important 
respects. But while to some extent it removes 
doubts which existed at Common Law, it is not 
so clear in its import as not.to raise problems 
which may themselves See to DE decided by 
the Courts. - 


At Common Law it was formerly necessary, in 
considering the duty of an occupier of premises 
to those who came upon.those premises, to 
consider such persons in three categories: in- 
vitees, licensees and trespassers. To an invitee 
the occupier owed a duty to provide reasonably 
safe premises unless he could show that the 
‘invitee accepted the risk which existed with full 
knowledge of the dangers involved, while to the 
licensee he owed a duty only to give warning 
of. any. concealed. danger of which he was aware. 

It was not always easy to decide whether a person 
with a claim against an occupier for negligence 
was an invitee or merely a licensee, but after 
the .decision of the Court of Appeal in Slater 
v. Clay Cross Company Lid ([1956] 2 Q.B. 264; 
[1956] 2 All E.R. 625) it seemed that oo distinc- 
tion' was to be drawn between an invitee and a 


licensee and that an occupier's duty towards the 
latter was as great as towards the fermer. At all 
events, under the Act the distinction is no longer 
material, since both categories, and both terms, 
have been swept away and replaced by a single 
category, the visitor. 

Towards persons in the third category at 
Common Law, trespassers, the occupier owes no 
duty save that he must not lay a trap, but this 
rule is subject to the all-important exception of 
the child trespasser. For thé child the occupier 
must have a special care. If there is something 
alluring upon the land, which might attract the 
child on to it, he must at his peril take reasonable 
steps to keep children out: if he fails to do so and 
the child who is lured on to. the land is hurt in 
consequence, he is likely to have.no defence in.an 
action for damages for injury to that child by 
reason of interference with the object of allure- 
ment. The Act makes no change in the law as it 
affects trespassers, so.the rules of Common Law 
still prevail. 

Meaning of ‘Premises’ 
‘Premises’ is a word of wide import. Clearly it 
means land, but how much wider was its meaning 
at Common Law was a matter of some doubt. 'T'his 
doubt has been removed by the Act. Section 
X (3) (a) expressly provides that the rules in 
relation to an occupier and his: visitors shall 
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jegulate the obligations of.a person occupying 
er having control over any fixed or. movable 
structure, including any vessel, vehicle or air- 
craft. By virtue of Section 3 (1) (b) the occupier's 
obligation is extended to property on his premises, 
including the property of persons who are not 
themselves his visitors. It is not clear to what, if 
any, extent this alters the present law in regard 
to a master's duty of care in respect of goods of 
his servant on his premises. 

The Act also abolishes the distinction which 
existed at Common Law between dangers due to 
the static condition of the premises and those due 

current operations. In regard to current opera- 

tions, that is, to things being done on the premises, 
to dangers brought about by the contemporaneous 
activities of the occupier or his servants, the 
occupier owed to licensees as much as to invitees 
a duty to use reasonable care in all the circum- 
stances. It was only in regard to the des 
condition of the premises, that is to say, i 
regard to dangers which had been present for 
some time in the physical structure of the 
premises, that the occupier's duty to a licensee 
was ever less than his duty to an invitee. 
| The ‘Common Duty of Care’ 
Section 2 is the all important section of the Act. 
Subsection (1) thereof provides that an occupier 
of premises owes to all his visitors the same duty, 
namely, the ‘common duty of care’, except in 
so far as he is free to and does extend, restrict, 
modify or exclude his duty by agreement or 
otherwise. The common duty of care is defined 
by subsection (2) as a duty to take such care as 
in all the circumstances of the case is reasonable 
to see that the visitor will be reasonably safe in 
using the premises for the purposes for which 
he is invited or permitted by the occupier to be 
there. 

Subsection (3) exemplifies the circumstances 
which are relevant: they include the degree of 
care, and of want of care, which would ordinarily 
be looked for in such a visitor. On the one hand 
an occupier is adjured to be prepared for children 
to be less careful than adults, and on the other 
he is told that he may expect that a person, in the 
exercise of his calling, will appreciate and guard 
against any special risks ordinarily incidental 
thereto so far as the occupier leaves him free to 
do so. In spite of the guidance given by this sub- 
section it seems that difficulties are likely to 
arise in deciding whether an occupier has or has 
not taken the care which the circumstances of the 
particular case demand of him. 
| 
| 
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. Extent of Occupier’s Duty `: 
The duty which the Act imposes upon: the! 
occupier is higher than that which in the past am: 
occupier owed towards a licensee and approxi- 
mates to that which he owed towards an invitee.! 
It will never be necessary to show that the! 
occupier actually knew of the danger: all that is: 
required is that he should have discovered it’ by: 
taking reasonable care. At Common Law: the: 
duty towards an invitee was to usé reasonable: 
care to prevent damage from unusual danger of 
which the occupier knew or ought to have 
known, the standard laid down by the Cburt of. 
Common Pleas in Indermaur v. Dames (1866), 
L.R, 1 C.P. 274, 288} , 

In requiring the occupier to Bie such care! 
as is reasonable to see that his visitor will be' 
reasonably safe the Act avoids the term ‘unusual 
danger’, which in the past had given rise to 
difficulty, but, although tlie exact meaning of 
this expression ceases to be material, whether 
or not a danger is unusual would appear still to 
be relevant in deciding whether or not an 
occupier has complied with the duty cast upon’ 

Restriction of Liability 0 
Section 2 (1) gives the occupier the possibility: of 
restricting his liability. It seems that he may do 
this, not only by express agreement with those 
who come upon his premises, but by drawing 
their attention to dangers by means of warning 
notices - as the occupier successfully did in 
Ashdown v. Samuel Williams & Sons Ltd ([1957] 
I Q.B. 409; [1957] 1 All E.R. 35) - but it is clean 
from paragraph (a) of subsection (4) that a 
warning notice is not of itself necessarily enough. 
For the occupier to be protected from liability, 
the warning must in all the circumstances be 
enough to enable the visitor to be reasonably safe.. 

At all events, an important restriction is placed: 
upon the occupier's ability to contract out of 
liability by Section 3, which is concerned with 
the case where, as a result of a contract between 
the occupier and another, third parties acquire a 
right to enter or use the occupier's premises. 
Although such third parties are strangers. to the . 
contract - and therefore in the ordinary course 
would not be able to claim any benefit under it — 
the occupier, by virtue of subsection (1), owes 
to them a duty of care out of which he cannot 
contract, and, furthermore, will also (unless the 
contract otherwise provides) owe third parties 
any higher obligations imposed by the contract 
whether undertaken for their protection or not: - 
. The Act recognizes that injury may befall a 
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visitor due to the negligence, not of the occupier, 
but of an independent contractor who has been 
working on the premises (as happend in A. C. 
Billings & Sons Lido. Riden ([1957] 3 All E.R. 1). 
In such a case the occupier may be able to escape 
liability: but it must have been reasonable for him 
to entrust the wotk*concerned to an independent 
contractor and it may be his duty to satisfy him- 
self. that the contractor was competent and the 
we k properly done E 2 e (b) and 3 (2)). 


Landlord's Duty 


The Act makes important changes in the duis of 
a landlord tawards those who come upon his 
premises. Subsection (4) of Section 3 provides 


that where by the-terms or conditions governing. 


any tenancy, including a statutory tenancy; either 
the landlord or the tenant 1s bound, though not 
by contract, tó permit persons to enter or use 


remises of which heis. the occupier, the section 


1s to apply as if the tenancy were a contract 
between the landlord and the tenant. In the past 
the duty which the landlord has had towards 
ns using parts of the premises retained by 
[tog (for example; a common staircase in a block 
of ais has been the duty owed towards licensees. 
Under the Act the landlord owes such persons 
the common duty of care. He cannot restrict this 
duty by the tenancy agreement, and, furthermore, 
if by virtue of that agreement he undertakes any 
higher obligation, he will owe that higher obliga- 


tion. towards them unless they are expressly 


iexcluded from the benefit of it by the terms of 
the agreement. So far as concerns the landlord's 
common duty of care, the Act is retrospective in 
its effect, but in so far as it enlarges his obligation 
beyond that duty, it is effective only in relation 
to obligations which are undertaken after the 
commencement of the Act or which are renewed 
by -agreement after that commencement (sub- 
-section (5)). 

' Clearly, the effect of these provisions will have 
to be carefully considered when drawing leases 
‘under which the landlord assumes obligations in 
‘respect of parts of the premises which he retains 
under his conttol. 


. Breach of Duty to Maintain and Repair. . 


Prior to the Act a landlord was under no liability 


towards anyone, other than the tenant, who 


suffered injury as a result of a breach of the land- 
lord’s obligations to maintain and repair the 
premises, and this led to hardship in cases in 
which — as in Cavalier v. Pope ([1906], A.C: 428), 
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where the injured party was the tenant's wife — 


it was not open to the person injured to. sue the 
tenant (who might in turn recover from the 


landlord). 


Now, however, by virtue of subsection (1) of 
Section 4, the landlord's liability is extended to 
all persons who or whose goods may from time 
to time be lawfully on the premises in respect of 
dangers arising from any default by him in carry- 
ing out any obligations which he has under the 
tenancy. Subsection (3), however, protects him 
when the persons or goods injured are on the 
premises solely by reason of a use thereof not 
perunt by the tenancy. -E 


Liability in Contract | 
Section 5 is concerned with liability in contract: 
it does not apply to contracts entered into before 
the commencement of the Act (subsection (4)). 
Subsection (1) provides that where persons enter 
or use, or bring or send goods to, any premises in 
exercise of a right conferred by contract with a 
person occupying or having control of those 
premises, the duty which he owes towards them. 
in respect of dangers due to the state of the 
premises or to things done or omitted to be done 
thereon, in so far as the duty depends on a term 
to be implied in the contract by reason of its 
conferring that right, shall be the common duty 
of care. At Common Law there was some doubt 


.as to the extent of the warranty as to the safety 


of the premises which was implied in favour of 
the person who entered those premises under à 
contract, and the Act has now removed this 
difficulty by providing that the duty under any 
implied warranty. in such a case shall be the 
common duty of care. 

It is, of course, open to the contracting parties, 
by express terms in their agreement, to vary the 
duty owed by the occupier, but it seems that, in 
view of Section 5 (1), no such express agreement 
could affect the rights of third parties coming 
upon. the occupier’s premises by virtue of a 
contract. Section 5 has application to, for 
example, contracts between innkeepers and their 
guests, and the owners of places of entertainment 
and their patrons. Subsection (2) extends sub- 
Section (1) to fixed and. movable structures, but 
subsection (3) provides that the section shall not 
affect the obligations imposed on a person by, 
or by virtue of, any contract for the hire of, or for 
the carriage for reward of persons or goods in, 
any vehicle, vessel, aircraft or other means of 
transport, or by, or by virtue of, any contract of 
bailment. e ` “ea oe . v . 








zz [HERE are many people in a large range of 
interests and, responsibilities who think the 
| . problems of factory management are either 
shop. stewards, higher wages, lower profits, shorter 
hours, more incentives, restrictive practices, labour- 
saving, cradle-to-grave social security, work study, 
electronic computers or automation. I believe the 
‘most. dangerous factor in Britain today is our 
. acceptance of the lowering of our 
| standard of expectancy. How can 
we expect a higher standard of 
-living and give less physical, 
mental and spiritual effort to- 
warde it? In other words, factory 
managements problem is. to 
create the attitude of mind that 
dis conducive to arousing the 
: desire of achievement. 
<c It has been said there are no 
bad regiments, only bad colonels; 
no illegitimate children but only 
illegitimate. parents. The ma- 
jority of people are led into 
action - in fact, people like a 
_ leader and will respect and fol- 
_ low good leadership. Leadership 
has been defined as an applied 
art — not to be confused with 
_artfulness. 
_ To achieve the objectives of 
management, it is essential to 
enthuse people to exert more 
ability in action than they are 
aware of having in reserve so that they are not only 
willing but desirous of giving of their best. The 
exploitation of all mechanical resources, the maxi- 
"mum utilization of materials, and the stimulation of 
the highest human impetus are involved in order to 
maintain. consistent quality, honour delivery dates, 
| , costs ~ the real objective of factory 
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lanagement S 
If one reviews the payroll of a range of industrial 
rganizations one finds that the percentage of direct 
producing personnel is invariably only 5o per cent 
Go per cent of the total employed, and therefore 
it is only the man or woman at the production 
achine or bench we associate with higher pro- 


a. e 


vity and lower costs, then we have to think 





jew | the build-up of the cost of our products 
hat do we find? As an example, in one of our 
ganizations, direct production material costs 
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mentioning the obvious. It is nevertheless surprisin, 
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are A0 per cent of the total ee cost. “Even th 
indirect material costs such- as oil, rag, paper, ete. 
amount to 8 per cent. COUTE 

So you see, it may be a better proposition to study is 
the cost control in our engineering department, our. 
purchasing department, our stock control department 
and our canteen, than in the press shop or capstan: 
section. Particularly in the job or batch pro- 
duction factory the works 
manager would «do well to in- 
véstigate the method and effect- 
iveness of cost control of these 
pre-production departments, 

In dealing with this subject : 
of cost control in the factory, 
I have decided to develop this 
address under the following 
headings: (1) Manufacturing ad- 
ministration; (2) Designing for 
production; (3) Material utiliza- ` 
tion; (4) Production engineering. — 
I would point out, however . 
that under each of these head- . 
ings my aim will be to empha- —— 
size the importance of produc- = 
ton management and super- ` | 
vision, because in my opinion 
there is only one thing that can 
control costs in the factory (pro- 
vided the sales are adequate), 
and that is the calibre aud 
effectiveness of the management 
leadership. 


Manufacturing Administration 


Administrative departments untuned or out of step 
with production requirements can seriously affect 
production costs. 

Each man in an organization should know what | 
his job is. This almost strikes an elementary note di 
and even prompts one to question the necessity of E 





to find in practice how often the basic principle ` 
underlying this statement is disregarded. It must be ` ` 
laid down where one man's job ends and the other Gg 
man's job begins. ee 
In far too many companies the offices are looked 
upon as necessary evils and are classified unde 
dark cloak of ‘indirects’. I much prefer to look upo 
office organizations, not as inefficient indispensables, e 
but as production service departments. In fact, the 
office of even a batch production factory or a jobbing 
shop often has a routine procedure that can be laid 
out by production engineers on a real flow line basis 
with standard costs and budgeted expense: Saee 












As the necessary office work is equally as import- — 
ant and just as much a production cost as the machine ` 
shop operations, increased productivity in office - 
processes is essential I suppose no talk on cost 


control in the factory would be considered topical 


today without mention of that new industrial band- - 


waggon ~ automation, In my opinion, the first and 
major application of dutomation should be to office 
work, in order to release some of the three million 
office workers for more productive activities. Pro- 
gressive office managers have taken advantage of 
mechgnization and modern equipment, and while 
these have often increased production in offices, 
there are unlimited opportunities to increase both 
individual office worker output and office machine 
utilization when production engineers accept their 
responsibilities. zw 

As a result of a recent investigation of all the 
printed forms in a certain company (which, inci- 
dentally, considered that its paperwork was reason- 
ably efficient), o per cent of its printed forms were 
deleted, and 12 per cent of its printed forms were 
modified. The modifications included bringing the 
forms up to date to meet current requirements, and 
redesigning them to conform with the spacing and 
line-up of the typewriters in current use. The total 
saving in cost was calculated at {4,500 per annum - 
which indicates what can be achieved in increasing 
productivity and reducing costs in the office. 


Designing for Production 


If the design of the product, and even each indi- 
vidual component, is not efficient from a functioning 
and accepted standard condition, then no matter 
how perfect the aspects of organizing for production 
may be, the desired results and costs will not be 
achieved. Products must hold their own in a highly 
competitive market, and a world-wide market de- 
mands that the design must meet all specific local 
requirements and measure up to foreign competition 
in efficiency, eye appeal and cost. Often in overseas 
markets a typical British design is not acceptable, and 
the overseas customer cannot always be sold the 
idea that the British home market is the acme of 
good design. 

The design and drawing board are, in fact, the 
cradle of production costs, and research into the 
question of designing for ease of production is 
the first step towards increasing productivity and 
lowering production costs. Where designs are not 
considered from, a production engineering point of 
wiew, expensive tooling and complicated processes 
can often needlessly be installed simply due to lack 
.. How often production is retarded because dimen- 


sional standards are not defined, or are not con- 


- gistent with actual requirements. Surface finish is 








controversial and the costs out of control, 








often left to personal opinion, and specifications in 
regard. to. appearance, noise, vibration, etc, are 





at the same time considerably improving the appear- 
ance and performance of the product. We have also 
instituted the procedure whereby alternative designs 
are reviewed from a production process and costing : 
point of view before decisions are made on the final 
design. In our model shop where the prototype 
designs are made, close liaison is also maintained 
with production engineers and cost accountants for 
the purpose of utilizing the latest developments and 
lowest costs in production techniques. 


Material Utilization 


Another important aspect of factory costs is the 
utilization of material. In a recent investigation by a 
committee of the Institution of Production Engineers 
into the question of material utilization in the metal 
working industries, it was found that the proportion 
of purchased material converted into saleable goods 
was seldom greater than 70 per cent and frequently 
less than 30 per cent. In fact, on average, 60 per cent 
of the original material purchased is machined away 
and disposed of at about 10 per cent of the original 
cost. 

In reviewing the build-up of production costs, we 
found that on some of our products, material costs — 
were sometimes 45 per cent of our total factory cost, 


and therefore a good deal of research is carried out 


with the object of reducing the material removal 
operations to the minimum. In fact, we have done a 
considerable amount of research into the gross 
quantity of material purchased and the net quantity 
of material resulting in our finished product, and this - 
has revealed the following percentage of material 
utilization: 
PONO Per cent 
Sheet and strip material E - 67 
Bar material $a Se in 52 
Die-castings e BR 
Plastic mouldings o82 


Paint and enamel 2 SES 27. 





example, for a blanking job on a power press, steel 


sheet was ordered 3 ft. by 6 ft. Cut in 3 ft. lengths 
production was 680 blanks per hour; in 6 ft. lengths, 
production was 1,629 blanks per hour; and when 


| 
| 
| 
| 


coil strip was ordered, production was 5,000 blanks 
per hour. 

|; Another example can be quoted where soldering 
flux was ordered in bulk and arrived in s-gallon 
| drums. Goods inwards inspection spent time check- 
ing to specification, but never questioned if it was in 
the right condition for use on the job. The result 
iwas that 5-gallon drums were issued by the stores 
|to the assembly floor. Production engineers had 
never investigated how it was used, but when they 
found that five gallons, instead of lasting ten weeks 
were requisitioned every month, they discovered 
that unsuitable containers, evaporation and deteriora- 
tion wasted more than was used. The process Hout 
now calls for flux in half-gallon containers; 

| During a campaign in 1956 a material cost saving 
| of £105,000, representing 3 per cent of the material 
| usage, was achieved in a well-known light engineer- 
ing organization. The allocation of these savings was: 








£ 
| Office materials  .. .. 3,000 
D Indirect materials .. s. 15,000 
. Product materials .. .. 75,000 
| Redundant materials .. 12,000 
| 


£105,000 per annum 





'The.achievement of these savings was attributed to: 





"P | Per cent 

| Productiom engineering .. i4. d: 3 

Design of product .. as - 23 

"^ Administration and office .. s 19 

Purchasing ..- . SÉ ge 18 

| Suggestion scheme `. T Y e. 

| 100 
| 
| 


Production Engineering 


Observation will teach us that in those countries 
where production is higher than in Britain, people 
do not work harder,. but .more continuously and 
| effectively, and they think more about the job. Par- 
ticularly 1s this true in respect of more horse-power 
to their elbow - the office worker’s, the toolmaker's, 
the electrician’s and the carpenter's elbow, as well 
| as the production operator's. 
| . So Olten, even in a well-equipped production 
factory, we find office workers without the simple 
adding or calculating machines, but even worse, we 
find electricians and carpenters still using the hack- 
! saw, the hand-saw, hand dies, rawl-plug tool and 
hammer, the jack-plane and household screwdriver 
and paint brush. Yet power portable tools have been 
| available for years to result in more production. 
| We do not have to go to Ámerica or any other 
. country. to see and obtain this.production equfpment, 
| though we may have to go there to see it used. 
| So often the man who can make or mar the pro- 
duction effort (regardless of machine.tool or equip- 
ment) — the machine setter — is ignored. What about 
| his workplace, equipment and. dee costs, Of 
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has he any? On a particularly accurate machining 

job, the set-up time was. five hours for a production 
run of fifteen hours, When a setting fixture was made 
and used, the set-up time was reduced to two hours. 


(a) Tool design 

We have found that an even more haphazard approach 
to the economics of designing is evident in tool 
design than in product design. Very few tool de- 
signers, tool draughtsmen, or toolmakers know. the 
comparative times of locating a component by pin, 
slot or nest location into a tool, and the loading, 
unloading, locating and cleaning time of tools and 
fixtures is a comparatively unknown element. Ae a 
result of research into jig and fixture design with a 
view to synchronizing the use of both hands, incor- 
porating blind approach location *and . operating 
guards by the opening and closing of jigs and fix- 
tures, we can considerably improve quality, safety 
and productivity. 

We have to train our tool designers and toolmakers 
to. recognize the fact that production is only taking ` 
place. when the machine tool is actually forming or 
cutting the material, and that all the other elements 
of loading, locating and unloading components to 
jigs and fixtures are non-productive and costly. 
Reference sheets indicating comparative times of the 
various methods of tool operation are being prepared. 


(b) Work study . 
Many ‘manufacturing companies have their own 
standards and measure their effectrveness against 
previous manufacturing costs, factory costs, or 
standard cost, but these standards often refer to a 
finished product and cannot readily be used for com- 
paring the efficiency of different departments, nor 
can they be used for inter-firm or inter-industry 
comparison, Any two companies may be manufac- 
turing to meet entirely different markets, while their 


Bi 


ratio of.manufactured or bought-out parts will vary. 


Although comparative assessment. of productivity 
on the basis of a product is often impossible, it is 


possible to compare productivity on the basis of 


processes. For instance, the process of automatic 
machine turning is comparable in many organiza- 
tions, the processes of die-casting and plastic mould- 
ing can also be compared. Internal transport and 


_stores receiving and issuing are common to many 


companies, and blue printing and typing are com- 
parable over the whole range of industry. 

This concentration on the costs of processes and 
components rather than on products is more in 
keeping with the activities of departmental super- 
visors and foremen and is more easily understood 
by them in relation to cost control. 

Until fairly. recently most work study involved 
little more than work measurement with a certain 
amount of method and motion study, restricted to 
what could be achieved by visual observation only. 
The emphasis was on work measurement rather than 
on job improvement or job simplification, the ulti- 
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mate objective being, of course, a system of payment 
by results. Usually, jobs not studied for incentives 
received little attention aimed at improving methods. 

The benefits to be obtained from work study may 
be’ described in relation to three main aspects of 
normal industrial operations, viz 

(i) Pre-production planning; 

\ (ii) Effective operation; 

(iii) Managerial control. 
These aspects are equally pertinent to both direct 
and indirect activities, and to manual, machine or 
clerical tasks. 

Investigations have proved that manufacturing 
costs or piece-work prices are not always satisfactory 
as standards of measurement. Time study standards, 


on the other hand, were shown to be the most suit- 


able. The suitability of timg is appreciated when it is 
realized that a unit of time is a universally accepted 
standard, making possible even international com- 
prone 

In many instances time re rates are used not 
as a standard of measurement but as a basis for some 
payment-by-results scheme. In these circumstances 
the basic time for doing the job is often so loaded 
with allowances that it.is useless for comparative 
measurement. Moreover, where time study rates 
have been in existence for long periods, they no longer 
represent the work content of the job, but are simply 
records of what kas been done rather than what 
could be done. 


(c) Production efficiency 

The people responsible for production processes 
and procedure must not limit their view to 'floor- 
to-floor' times, but the all-embracing aspects from 
"door-to-door' - the material supplier's door to the 
customer's door. 

An example taken before recent re-layout of our 
goods inwards inspection and stores showed that 
in the process of unloading from the supplier's truck 
to final storage in our raw material stores, the 
material concerned was picked up, temporarily de- 
posited, moved, picked up, temporarily deposited, 
etc, — that is, man-handled no less than eight times. 


(d) Control of quality 

Our investigations have shown that the time involved 
in sub-assembly and main assembly is determined by 
the skill of the designer, the design and condition of 
the machine tool and the tooling, and also the 
accuracy of the machining operations. In fact, the 
majority of operations such as fitting and adjusting 
are only required because it is necessary to rectify 
inaccurate machining. We have therefore paid con- 
siderable attention to ensuring consistent quality 
standards from our machining operations. It will be 
appreciated that one cannot inspect quality into a 
job. The quality of a product emanates from the skill 
and accuracy of the person manufacturing the com- 
ponent. We have therefore had to pay more attention 
to the design and provision of setting fixtures. and 
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high quality checking apparatus for the use of the 
person actually doing the manufacturing operation. ` 

^ In cases where roo per cent viewing and ins ection 
Operations are necessary, and it is not possible for 
the person dóing the job to perform these operations, 
they should be carried out in the production flow line 
or production section, rather than in some remote 
inspection department. Our investigations indicate 
that the future development should be for skilled 
inspectors to be of a high calibre and competent to 
carry out. research on the factory floor with a view 
to ensuring that the conditions under which the job 
is being produced will give consistent results. — 


(e) Plant utilization 


Another aspect of productivity and cost reduction 
is the question of plant utilization. The extent to 
which the capital equipment is actually used can be 
a major factor in the level of productivity. There is, 
of course, need for a simple and accepted method 
of measuring costing and presenting machine 
utilization efficiency. À survey made it clear that, in 
general, the standard of plant utilization in British 
industry is very low — often. in the region of only 
40 per cent. Low utilization may be at the root of 
our inheritance of old mills, and obsolete factory 
machinery, and our lack of investment in modern 
productive equipment. 

e maximum time for which a machine can be 
available for production is twenty-four hours a day 
for seven days a week, but except for industries 
working on a continuous process, comparisons based 
on this maximum would be unrealistic. However, 
where the capital investment is high, two- and three- 
shift working contributes to lower costs and higher 
productivity. High labour and supervision costs are 
more than offset by the savings in general overheads. 

It is reasonable to expect that where any one piece 
of equipment has involved an investment of {£5,000 5,000 
the machine utilization should be calculated Kee 
a total of 100 available hours a week. 


Conclusions 


If there is no desire for industrial propserity, manage- 
ments must accept the major responsibility to raise 
that desire in individuals, starting with the top-line 
supervision. Especially is this of importance in the 
smaller organization engaged in job or batch produc- 
tion. In a mass production factory the sheer weight 
of the extensive production planning and the produc- 
tion flow will override inefficiencies that would be 
most serious if they occurred in a ‘one off job. In a‘ 
small organization, if everyone is not pulling his 
weight and, more important still, pulling at the same 


-end of the tope, then production efficiency of the 


man at the machine and bench will be of little 
account. | 

The vast number of our job and batch production 
factories which are often doing high precision or 
specialized. SES using a high percentage of-skilled 


| 


| 


craftsmen, have a golden opportunity to create thig 
‘desire’ incentive. — 

. How many production managers m upérvisors 
| make a daily tour of their offices and factory and 
| show their-personal interest in creating the desire 
| for industrial prosperity? How many spend a couple 
; of hours each month with departmental chiefs and 
| foremen in their individual departments asking to be 
| shown the improvements in productivity and cost 
| reduction which have been put into effect during the 
| last month? ` 
! . l want to A the importance of environ- 

. ment and of the attitude of mind in influencing 
productivity and controlling costs, because most of 
| us are affected by our contacts. arid surroundings, 
| and we react to what our colleagues or workmates 

| expect. The prevailing tempo in a department or 
| company is largely conditioned by the working pace 

; expected. The conscious recognition of being part 

of a well-organized team operating at high efficiency 

is contagious and will have a positive influence on 
| productivity. 

As an example of the results achieved by ipsins 
production engineering and standards of measure- 
ment to a number of different factors involved in 
productive efficiency, I can illustrate that in one 
factory it has been possible to show a progressive 
increase in productivity of approximately 20 per 
cent. I would make it quite clear that this achieve- 
ment has not been the result of any single factor, 
but of the- considerable concentration on different 
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Weekly Notes 
New Year Honours 


T is with pleasure that we offer our congratulations 
to those members of the profession whose names 
appear in the list of New Year Honours. 

Col. Sir Robert Chapman, C.B., C.M.G., C.B.E., 
D.8.O., T.D:, BA, D.L., F.C.A., 8. partner in the firm 
of Henry Chapman, Son & Co, of South Shields, 
and chairman of the North Eastern Investment 
Trust, a director of Manchester Dry Docks Ltd and 
other companies, becomes a baronet for political and 
public services in the north of England. ` 

Members of the profession to become Knights 
Bachelor are Mr Gerard d'Erlanger, C.B.E4 A.C.A., 
chairman, British Overseas Airways Corporation, and 
Mr Halford W. L. Reddish, F.C.4., chairman and 
managing director of the Rugby - Portland Cement 
Co-Ltd, who receives his VR M dE for jj and 
public services in Rugby. .. - 


E MÀ rna D ———»———— REN 
— M Ó— MM eAÓ—ÍQ——— MÀ MM € A a i i anal Ra 
- 
H > 


my eae 


THE 
be 
[January 4th, 1958 ACCOUNTANT u 


factors throughout the whole organization, with 
standards of expectancy (from those set by the.chair- 
man of the company, down to the targets set by the 
foremen in-the-shop) operating throughout. . 

. ‘The main headings under which this improvenrent 
in productivity and subsequent cost EE can 
be allocated are as follows: 


75 >, Per cent 


Product design eg ën E SAS 
Utilization of material i LT I$ ' 
Capital investment of plant .. T 20 
Improved tooling and methods .. | I5 
Improved floor layout and materials" A 
handling I2 
Training of staff aptitude and effort 13 
100 


The programme of improvement also resulted .in 
productivity per square foot of floor space being 
increased by 45 per cent. Moreover, the combined 
cost of scrap and reoperation was reduced to 1*5 per 
cent of.the direct factory cost. — - 

_.I would like to emphasize, finally, that the moti- 
vating power to production must be progressive 
selling. A factory should always be a beacon to sales- 
manship and never a monument to production. 
Without effective sales in world markets, there can 
be no future for production. This fact demands that 
the constant objective of the factory manager must 
always be to enhance sales. 





. Mr A F. Bates, A.A.C.C.4., Financial Secretary, 
Government of Cyprus, receives the C.M.G. ` 
Brig. George H. Walton, C.B., C.B.E, T.D., D.L., 
J.P., A.C.A., a director of Thomas Hedley & Co Ltd, 
chairman of the Territorial and Auxiliary Forces | A880- 
ciation, Co. Durham, receives the K.B.E. The C.B.E. 
is awarded to Mr A. N. Ferrier, c.a., chief accountant 
of the North of Scotland Hydro- Electric Board; to 
Mr W. R. Clemens, F.c.A., a partner in the frm of 
Leask, Clemens & Co, Chartered Accountants, of 
Golders Green, Middlesex, for public services in 
Middlesex, and to Mr E. D. Wilkinson, F.P.A.N.Z.,.8 
partner in the firm of Wilkinson, Christmas, Steen & 


Co, of Auckland, New Zealand. 


The O.B.E. is awarded to Mr Henry Hayhow, 
M.B.E., F.L.M.T.A., City Treasurer of Leeds and lately 
hon. secretary and treasurer, West Hàm. Savings 
Committee; Mr N. T. O'Reilly, F.c.a., a partner in 
the firm of N. T. O'Reilly & Partners, of Carlisle, for 
political and public services in Cumberland; and to 
Mr D. H Roper, F.A.C.C.4., F.C.LI., general secretary 
of the National Deposit F riendly Society. 

Mr J. A. Philpott, aac.ca., chief: "accountant, 
Port of Bristol Authority, receives the M.B.E. 

We also extend our congratulations to Mr T. G: 
Lund, c. B.E., Secretary of Fhe, Law Society, and to 
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'"MrE. J. Norman, Chief Inspector of ‘Taxes, Board of 
Inland Revenue, who become Knights Bachelor. 


: Double Death Duties Bill 
PRIVATE member's Bill has been introduced 
for the purpose of reducing estate duty ‘in cases 

where two or more persons perish as a result of a 
common calamity’. It Provides that where the Inland 
Revenue are satisfied that: 

(a) estate duty has become chargeable on any 

property ‘passing on the death of any person’; 

(b) within one month thereafter estate duty has 

again become chargeable on the same property 
passing on the death of the person to whom it 
passed on the first death; and 

(c) the first and second deaths are the result of 

some one and the sante calamity, 
the estate duty chargeable on the second death shall 
be reduced by 95 per cent. Where the value of the 


property had increased in the meantime, the reduction : 


would.be measured by reference to the lower value. 
The Bill has been prompted by a recent case where 
husband and wife died in the same motor-car accident 
and the husband's property was subjected to a 
double imposition of estate duty. Its drafting leaves 
a good deal to be desired but its general object has 
received widespread support. 


Salvage Award to Ignore Tax Liability 
HE decision of Willmer, J., in December 1956 that 
a salvage award for personal services should be 
increased to take into account the fact that it would 
be taxable in the recipient's hands (The Telemachus 
d 5 A.T.C. )! has now been disapproved by 
Pilcher, J., VA PAR Tug and Barge Ltd v. The Owners 


of the S.S. Makedonia (The Times, December zoth, - 


1957). In the Telemachus case, Willmer, J., purported 
to apply the principle laid down in British Transport 
Commission v. Gourley (35 ATC 305), where an 
award for damages for personal injuries (including loss 
of earnings) was arrived at after taking into account 


the fact that the earnings themselves would have been : 


heavily taxed. Willmer, J., also expressed himself as 
influenced by the consideration that it would be 
against public policy to ignore the fact that if the 
award was to be heavily reduced by taxation, there 
would be no encouragement to salvage operations. 
In the present case the arbitrator (Sir Alfred 
Bucknill) had awarded £60,000 for salvage remunera- 
tion, to be increased by £15,000 if it were held that 
the taxability of the award should be taken into 
account. On appeal, Pilcher, J., said it had never 
occurred to anyone before, that salvors should be 
entitled to unload some of their own tax liability on to 
the shoulders of the owners of the salved property. 
Moreover, he could see no principle in Gourley's 
case which justified the introduction into the ancient 
law of salvage of so startling and important an element 


3 Also see The Accountant dated April 6th, 1957. ` 


January 4th, 1958 


as that contended for by the salvors in the case before 
him. It was not the business of the Court to defeat or 


mitigate the effect of fiscal laws of this or any other 


country, more especially when that could only be 
done at the expense of the owners of the salved 
property. Accordingly, he held that the award 
should be £60,000, without any addition for the tax 
element. 

There was a difference in facts between the present 
case and The Telemachus case, in that the salvors 
here were a professional salvage company, incorpor- 
ated in Canada, whereas in The Telemachus the salvors 
were merchant seamen, not ordinarily engaged in 
salvage operations. Pilcher, J., said that no distinction 
could be drawn between the two cases on this account. 


Reimbursement to Employee not Taxable 


TTEMPTS by the Inland Revenue to tax em- 

ployees on the sums paid to them by the employer, 
in reimbursement of the loss on sale of their houses, 
were defeated in the High Court recently (Jennings v. 
Kinder; Hochstrasser v. Mayes), (The Times, Decem- 
ber 21st, 1957). The Imperial Chemical Industries 
Ltd had an optional housing scheme under which an 
employee could purchase a house with or without the 
assistance of an interest-free loan from the company, 
and the company would guarantee him against loss 
on sale of the house if he were transferred. 'l'he 
principal object of the scheme was to free employees 
from worry about transfers. Under the scheme 
Messrs Jennings and Mayes were paid {450 and 
£350 respectively. 

The Crown argued that, leaving out transactions 
between employer and employee for full value, any 
other payment by the employer must be either a 
personal gift or ‘perquisites or profits’ from the 
employment and therefore assessable under Schedule 
E. Upjohn, J., said that the authorities did not show 
such an easy dichotomy; what they did show was that 
each case must be decided on its own particular 
facts, Not every payment to the employee was 
necessarily made to him as a profit of his office, it had 
to arise out of the services rendered and to be in the 
nature of a reward for services past, present, or in 
the future. The housing scheme formed no part of the 
contract of service, or acted as an inducement to enter 
the company's service, Neither employee knew of it 
until he had been in the company's employment quite 
a long time. The payments were not taxable emolu- 
ments. 

His lordship also rejected the Crown’s contention, 
in the case of Mr Jennings, that the sum was paid in 
respect of ‘expenses’ within the meaning of Section 
160 of the Income Tax Act, 1952. 


Stamp Duty on a Sale by Instalments 
To correct stamp duty on the transfer of shares 

worth £2 million was the subject of litigation in 
the High Court last month (Western United Investment 
Co v. C.I.R.). The point at issue was whether the 


| 
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1 per cent conveyance duty should be based on £5} 
million or on £880,000. The shares were sold for 


125 annual instalments of {£44,000 each, ie. Zei. 


million in all, but Section 56 (2) of the Stamp 
Act, 1891, provides for the duty to be based on the 
total amount ‘which will or may, according to the 
terms of sale' be payable in the first twenty years. As 
the agreement for the sale contained a provision for 
the whole of the remaining instalments to become 
payable at once if there was default in payment, the 
Crown argued that the whole £5% million ‘might’ be 
payable in the first twenty years and therefore the 
duty on the transfer ought to be 2 per cent of £54 
million. Rejecting this argument, Upjohn, J., said 
that the default provision was not a ‘term of sale’; 
he held that the correct duty was 2 per cent of 
£880,000. He also held that he had no jurisdiction to 
order the Crown to pay interest on the duty overpaid, 
ince the appeal did not constitute ‘proceedings for 
the recovery of a debt' within the meaning of Section 
3 of the Law Reform (Miscellaneous Provisions) 
‘Act, 1934. 

| His lordship dismissed the appeal by the purchaser 
‘against the assessment of ‘bond covenant’ etc. duty, 
on the agreement for the sale, at 5s per cent of the 


si milion, ie. £13,750. 











Insurance Company Taxation 
| taxation treatment of insurance companies is 
a particularly involved matter which tends to be 
neglected by textbook writers on taxation generally. 
There is therefore a special welcome for a paper on 
the subject which has been written by Mr R. B. 
|Gow, A.A.C.C.A., A.C.LL, a paper which has wen for 
Mr Gow the Morgan Owen Medal competition of 
'l'he Chartered Insurance Institute. The paper will 


appear next summer in the journal of that Institute, . 


(but it is already available in the form of a fifty-page 
booklet which is published by the Institute and can 
|be obtained from the Institute's Hall, 20 Alderman- 
bury, London, EC2, at the price of 2s net. 

Besides expounding the law in a highly readable 
manner, Mr Gow introduces a good deal of historical 
background, and explains the reasons lying behind 
the somewhat cryptic provisions of the Income Tax 
Acts i in relation to insurance companies, particularly 
life insurance companies. 


As Others See Us 
|THE series of annual surveys of economic condi- 
tions in individual member countries by the 
Organization for European Economic Co-operation 
| has for its latest addition Economic Conditions in the 
| United Kingdom. This covers the period up to 
| October 1957 and therefore includes the increase 
‘in Bank rate to 7 per cent in September. Its con- 
| clusions are on the whole reassu 
According to the report, the United Kingdom 
economy was in a better state of balance in the closing 
months of last year than for some time Se Over a 


i 
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number of years there has been much evidence of ' 


inflation, but more recently excess home demand has 


been reduced resulting in a useful improvement on 
current foreign account. 'lhe measures to redress 
the balance of the economy, however, slowed down 
the growth of production for two years. Up to the 
increase in Bank rate, United Kingdom economic 
policy had been based, according to the report, on 
the assumption that the preservation of the internal 
price level and the foreign reserves could go hand in 
hand with a resumption of economic expansion. In 
the event, however, economic expansion had to be 
seriously modified to defend the £. 

The report notes that the main burden of restriction 
will fall on investment. The authors go as far as to 
say that in the light of past experience, it may be 
possible to increase domestic demand without 
damaging export objéctives, since experience has 
shown that the determinant of the level of exports 
is not so much the counter-attractions. of the home 
market as demand overseas. , 


Germany Lends Abroad 


HERE is some expectation that Germany may 

show a deficit with the European Payments Union 
in December for the second month in succession. 
November was, incidentally, the first month to record 
a deficit for two years. The deficit, if it materializes, 
will have been due to short-term lending by Germany 
and not to a debit balance on its trading account 
which is still thought to be running a useful monthly 
surplus. 

German exchange reserves have also suffered from 
the outflow of speculative money since the beginning 
of October and is clearly connected with the more 
attractive interest rates available in London since the 
middle of September when Bank rate was increased 
in this country. 

Much of Germany's prosperity in the second half 
of 1957 was due to buoyant exports, rising purchasing 
power in the home market and deficit spending by 
public authorities. Capital investment has thus not 
played a major part in expansion and it is thought that 
this deceleration in the rate of capital expenditure 
will cause a general slow down in expansion for the 
German economy in the first half of this year. New 
orders have been running below the level achieved 
in the closing months of 1956. The interesting question 
now is whether a slightly reduced rate of increase of 
prosperity in Germany will make the Government 
and the banking system any less inclined to lend 
short abroad. If it does the German trade surplus 
is likely to build up still further the high level of 
German foreign exchange reserves. 


E.C.E. on United States Recession 
HE Economic Commission for Europe has issued 
a bulletin dealing with the effect of a business re- 
cession in the United States on the economies of 
Western Europe. It points out that oné of the out- 
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Standing features of world industrial activity. in the 
third quarter of 1957 was a slowing down in the rate of 
growth of output in Western Europe accompanied by 
acute foreign exchange difficulties in certain countries 
and the beginnings of.a recession in the United 
States and weakness in commodity markets. ‘This 
combination is different in E.C.E.'s view, from the 
position in 1953 and_1954 when the last American 
recession occurred, The reserve position of Western 
European countries was stronger than itis now. — 

. The Commission emphasizes the problems which 
arise when an improvement in the balance of payments 
is brqught about to a considerable extent by lower 
import prices, hence by an improvement in the terms 
of trade. It draws attention to the bad effect this 
may have on the purchasing power of countries 
exporting the raw materials whose prices have fallen. 
The authors of the report pbint out that this has 
occurred in recent months so far as the United 
Kingdom is concerned. They also think that if the 
United Kingdom is to.remain competitive and even 
improve its position in export markets, there must be 
an increase in investment. This can only be achieved 
by switching resources from consumer goods to 


capital goods industries. Only in this way do. they. 


foresee añ expanding United Kingdom economy. 

. There is nothing new in the E.C.E. analysis but 
it confirms the view of those who are concerned lest 
the economy in this country is at a ns where the 
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best short-term policy to strengthen sterling is the 
worst mrs EC for industrial expansion. 


| Cut in the loe prodeat 
qe Central Electricity Authority is to spread 

,its capital investment programme over an 
extended period of time. The programme was to 
have been completed in 1965 but it is likely to go on 
now until 1966 or 1967. 'l'here are two reasons for 
this slowing down. The first is the effect of the 
requirement.of the Chancellor of the Exchequer 
that the investment programmes of public authorities 
shall be spread over a longer period of time to ease 
the pressure on available resources. The second 
reason is that the Authority has revised downwards 
slightly, its estimate of the annual rate of consumption 
of electric power in the early 1960s. 

Over the past ten years the demand for electric 
power has been rising at the rate of about 9 per cent 
per annum. 'The C.E.A. has decided that the slightly 
reduced rate of expansion of industrial output and 
the fact that arrears have been wiped out will enable 
it to base its calculations on a 5 per cent annual 
Increase in the economy's industrial production. 
There is likely to be a severé drop in new generating 
capacity going in during 1958 but this fall is partly 
fortuitous and will be offset by a proportionately 
larger increase in installed capacity in 1959. 





| Reviews. 


Internal Audit in Local Audirides 
and Hospitals ` 


Internal Audit in the Public Boards - 


by W. L. ABERNETHY, A.8.4.A., F.L.M.T.A. (Shaw & Sons 
Ltd, London. 37s 6d net and 27s 6d net respectively.) 


Mr Abernethy gives a candid prospectus of his two 

books i in the preface of each where he writes: 

-> > "The aim has been to provide a E 
volume to serve as a manual for the use of staff 

" employed on intérnal work.’ 

"This objective is shared in the case T ilis second 
book by his two collaborators who deal respectively 
with the specialized audits 1 in the Electricity and Gas 
Boards. 

"The author of a good textbook must have three 
qualities —- a capacity for absorbing facts, a capacity 
for stating them, and a point of view. Throughout 
his professional career Mr Abernethy has obviously 
absorbed his facts, and he has stated them in these 
two books clearly, practically. and comprehensively. 


He has fashioned them neatly over a background of 
theory wide. enough to enable a practitioner to 
function efficiently and intelligently. And in expressing 
his point of view, he sets the tone of his books. He 
is provocative in his opinions on the early training 
of the internal auditor; he is categorical in some of his 
references on vouching, stores audits, and salaries 
and wages. checks; he is even subtly psychological 
in his allusions to the auditors’ views on teachers and 
in turn medicos reactions to auditors. In. handling 
his subject in this masterly manner, Mr Abernethy 
has adroitly by-passed those defects in textbooks 


‘unfortunately too often encountered -a metallic 


style of oe a lack of colour and no touch of 
human warmth. 
It is difficult to understand why two volumes have 


.been necessary, as the first eight out of ten chapters 


of the second book are nearly identical with eight 
corresponding chapters in the first book. Furthermore, 
the characteristics of the accounting and audit 
functions of passenger transport and water under- 
takings (dealt with in Chapter 14 of the first book) 
have so many similarities with the electricity and 


gas services (Chapters g and 10 of the second book) 


that a really good case can be made for a merger of 
the two volumes. 

The chapter headings present a wide and i interesting 
syllabus — horns and museums, education, housing, 
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hole, fire brigades, health, welfare and care of 
children: to mention only several. The chapter on 
the auditor and mechanization, comprising only four 
pages, is, however, most disappointing, for two 
outline the general attributes of machines, ie pois 
more sketchily refer to audit techniques in relation to 
machines, ` 
| Inasmuch as the title of one book emphasizes 
hospital audit, it is rather surprising to find this 
subject has not been given more than one chapter. 
Beginning this with brief comments on the establish- 
ment of the nationalized hospital service, the author 
dm on to explain the division of financial responsi- 
ility between the regional boards and management 
committees, The status and functions of the financial 
Officer in relation to endowments, stores accounts 
and inventories, salaries and wages and capital 
'expenditure are usefully reviewed. References follow 
on the powers and duties of the Ministry of Health's 
uditor, who, unlike a district auditor of the Ministry 
of Housing and Local Government, has no power of 
surcharge and disallowance of any item in the 
accounts. The chapter omits any reference to charges 
ifor prescriptions and medical appliances, a source of 
‘income which must offer many openings.for evasion 
ot even fraud. This situation must surely be a sharp 
I challenge to an auditor's ingenuity — but its omission 
from this context can scarcely be adjudged a defect. 
; Both publications possess many attributes and few 
‘demerits; they provide stimulating and rewarding 
reading for practitioners; an imaginative refresher 
‘course for students on a subject of expanding 
importance in the field of financial administration. 
Inevitably they are a welcome addition to any 
professional bookshelf. 





| 
, Production Forecasting, 

Planning and Control 

| Second Edition, by E. H. MacNrece (John Wiley & 
Sons Inc, New York. Chapman & Hall Ltd, London. 
66s net.) 

'This book discusses in plain language the basic 
| principles of industrial management with particular 





‘reference to the engineering industry. The style is. 


. clear and the points made are illustrated by practical 
| examples, Each section, such as production control, 
| sales planning, stock control among others, is com- 
pleted with a case study to test the reader’s grasp of 
the relevant text. This is an excellent book for the 
management trainee not least because it reflects 
| American practice. The experienced manager will 
find it a useful refresher course, quite apart from tke 
, problems given to test the reader's comprehension. 
Since this text is designed primarily as an intro- 
. ductory course into the subjects set out in the title, 
' there is much in its pages that is obvious and even 
trite. On the other hand, there is a great deal of 
information on management problems; the student 
should be able to visualize the role of management as 
a whole; and "he will. certainly be. sufficiently well- 
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informed to avoid the more obvious mistakes if he l 
has assimilated the contents of these pages. This book 
is a example of the better type of American 


teaching text, : 


Chambers’ Sale of Goods Act, 1893 ` 
Thirteenth Edition, by PAUL SiecHart, Barrister-at- 
Law (Butterworth & Co (Publishers) Ltd, London. 
35s net; by post 37s 3d.) 

Twelve years having passed since the twelfth 
edition, Mr Sieghart has pe a heavy task in bring- 
ing the book up to date. He has taken the opportunity 
to carry out a good deal of revision and rearrangement, 
although paying proper respect to the original words 
of the famous author. One useful innovation is the 
insertion after each segtian of notes dn ‘definitions’ 
and 'cross-réferences'. There are many other im- 
portant improvements, too numerous to mention 
here, and Mr Sieghart is to be congratulated on his 
thoroughness and care. - 


RECENT PUBLICATIONS 


ACCOUNTING FOR NON-ACCOUNTANTS. Key to an under- 
standing of accounting, by John N. Myer. ix+235 pp. 
10X7. $5 net. New os ee Press, Washington 
TUE moi uare, New York, 3, N 

ODUCTION TO b d Law, by J. A. Hornby, 
M.A., LL.B., Barrister-at-Law. 188 pp.-84 54. 18s net. 
' Hutchinson & Co (Publishers) Ltd, London. . 

McCrLzARY's County Court PRECEDENTS, supplement, 
edited by J. W. Pryke. xxiv-++-130+13 pp. index. 8x 5. 
21s net, 21s 5d post free. (Complete work 84s, 86s 3d post 
free.) Butterworth & Co (Publishers) Ltd, London. 

Tax Cases REPORTED UNDER THE DIRECTION OF THE BOARD 
OF INLAND REVENUE. Vol, 37, Part 2. pp. 69-143. Part 3. 

- pp. 145-216. 91 X 6. Each Part 3s net. H.M.S.O., London. 
ATE CAPITAL: THE CONTRIBUTION OF LAND OWNERSHIP 

TO AGRICULTURAL Financer, by D. R. Denman, MA. 
PH.D. 218 pp. 8$ X 51. a2: 6d net. George Allen & Unwm 
Ltd, London. 

Business STATISTICS AND STATISTICAL Metuop, by H. J. 
Wheldon, 38.COM.(LOND.), F.C.W.A., F.A.C.C.A., A.C.I.8. 
4th edition, by G. L. Thirkettle, B.COM.(LOND.), F.5.8. 

© F.S., AGB, IX--270 pp. BIX si. IS$ net. Macdonald 
& Evans Ltd, London. 

THe BOOK or THE STOCK EXCHANGE, by F. E. Armstron 
xi+367 pp. 10 X6. 45s net, Sir Isaac Pitman & Sons 
London. 

LLoyps BANK IN THE History or ENGLISH BANKING, 
by R. S. Sayers, Sir Ernest Cassel Professor of Economics 
in the University of London. xii--381 pp. 11X74. 
455 net. Oxford University Press. 

UNDERHILL’s Law RELATING TO TRUSTS AND ‘TRUSTEES, 
roth edition (Seventh Cumulative Supplement), by M. M. 
Wells, M.A. xxi-- 50 pp. 94 X 6. 8s 6d net; by post 9s; com- 
bined price 77s 6d, by post 79s 6d. Butterworth & Co 
(Publishers) Ltd, London. 

Tue BiLLs or EXCHANGE Acr, 1882, sth edition, by Maurice 
.Me , M.COM.(LOND.). vi+198 pp. 106. 25s net. 
Sir c Pitman & Sons Ltd, London. 

SMrrH's TAXATION. Edited and Revised by A. E. Bevan. 
57 pp. 8x5. 11s post free (limp); 12s 6d post free 
boards). 'T'he Advertiser Press Ltd, Huddersfi 

PROCEEDINGS OF THE CHARTERED ACCOUNTANTS’ AUSTRALIAN 
Concress (May 6th—-roth, 1957). 280 pp. 10X6. The 
Institute of Chartered Accountants in Australia. 

SERGEANT ON STAMP DUTIES, by B. J. Sims, LL.B. lii - 374.4- 
34 pp. index. 8b X sí. £4 41 net. The Thames Bank 
Publishing Co Ltd, Ipswich. mE 
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Finance and Commerce 


For Shareholders 


HIS week's reprigt gives the accounts of S. Smith 

& Sons (England) Ltd, once ‘Motor Accessories’ 
but now a diversified group. Diversification, said 
Mr Ralph Gordon-Smith, the chairman, at the 
annual meeting, proved to be a very valuable cushion 
during the past year in offsetting much of the diffi- 
culties experienced in the motor indus 

These accounts are obviously for the shareholders, 
which is quite a point in these days when so much is 
heard of accounts for anybody but the shareholders. 
^ Being for shareholders, thé afinual publication tells 
them something about their investments. 

Net earnings on the ordinary shares amounted to 
£1,215,000. A nominal rate of dividend of zo per 
cent is being paid. It takes £332,000 net, is 3-7 times 
covered and is equivalent to a payment of 5:6 per 
cent on the ordinary shareholders' capital employed. 

The total number of ordinary shareholders is 
9,400 which, incidentally, compares with some 18,000 
employees. And practically half the ordinary share- 
holders have holdings of a nominal value of {100 or 
less and the maximum holding of over go per cent 
is {500 or less. 

Further points brought out in the report are the 
total of capital employed’ at the end of the year, 
£13,801,000, and that {10,327,000 is attributable to 
the ordinary and {1,410,000 to the preference 
holders. These last two figures together agree with 
the ‘total of Smith’s shareholders’ interests’ given 
in the balance sheet. 


Share Distribution 


The time has now arrived when the directors con- 
sider that a closer relationship should exist between 
the nominal ordinary capital and the capital employed, 
and resolutions have just been passed allotting one 
new 4s ordinary share for each share held. 

One of the points in the accounts that will be noted 
is the siting of items relating to previous years in the 
consolidated profit and loss account. The account, 
it will be seen, deals first with the figures of the year 
under review, coming down to the amount of the 
year's profits retained in the business. After that 
comes the adjustment for non-related items leading 
to the final carry-forwards in the parent, subsidiary, 
and group accounts. 

Another interesting item which we have extracted 
for reprint is the source and disposition of funds 
showing how the group's resources have increased 
during the year and what has been done with the 
money. 

Mr Gordon-Smith draws attention to the fact 
that after two years of reduced profits, they have now 
almost restored the level of three years ago. But 


to achieve this result, additional capital of over 
Á3 million, or approximately 30 per cent, has been 
injected into the business over this period in the form 
of ploughed-back profits. 


Cash Budgets , 


On the financial side, he said, regular short-term and 
long-term cash budgets are proluced which are 
based on the commercial budget, but take into account 


Smiths Group 


SOURCH AND DISPOSITION OF FUNDS 
52 weeks ended 3rd August, 1957 


Sourca 


INTERNAL £ £ 
Retained Profits: 























Ner Profle after Taxation 1,376,000 
Less: Dividends Paid š 373,000 : 
1,003,000 
Depreciation on Fixed Assets eo e 765 
1,768,000 
EXTERNAL : 
increase in Long Term borrowing .. 34,000 
Increase in Minority Sharaholders' Interests 11,000 
Increase in Futura Taxation Liability ,. 305,000 f 
Decrease in Investments and Advances .. es 29,000 
379,000 
2,147,000 
Disposition 
Expenditure on Fixed Assets: 
d and Buildings . 345,000 
Plant, Machinery, Fixtures and Fittings ge 782,000 
Motor Vehicles, Tools and Other Equipment 156,000 
1,283,000 
Payments made out of Penslons Reserves .. v 23,000 
Premiums to acquire Minority interests .. 11,000 
Acquisicion of additional Subsidiarias 123,000 
Increase in Working Capital (excluding Cash and , 
Liquid Funds): 
Increase in Stocks P čs Sg 265.000 
Increase In Debtors Wie Se Ss 584,000 
Increase in Current Liabilities SZ um e 474,000 
375,000 
: 1,815,000 
Add: . 
Increase in Cash and Liquid Funds 332,000 
2. 147,000 





N,B. Appropriate. adjustments have been made 
in respect of the acquisition during the 
gao Minority Interests and wholly owned 

bsidlary Companies. 


S. SMITH & SONS (ENGLAND) LIMITED 
Ordinary Capital Distribution and Number of Shareholders 
at 7th October, 1957 


Shareholdings of 
Nominal Yalue 





N.B.—The above figures dg not include Preference Shareholdings. 
e. 


| 
| 


all tlie tiet relevant factors such as capital expendi- 
ture, taxation payments and variations in working 
capital. 

| "These cash budgets indicate that there will be a 
reduction in cash resources at August 2nd, 1958, as 
a result of estimated capital expenditure during the 
year of [2,200,000 and increased working capital 
required to finance the budgeted increase in turnover. 
i. Some of the present capital’ expansion schemes 
wil involve further expenditure in 1958-59 but 
assuming that a reasonably good profit is made in 
that year, he says, they would expect to be able to 
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Lg from internal resources the completion of: 


those schemes already approved by the board. 


‘Sugar Stocks | 
N important item in the accounts of Tate & Lyle 
Ltd for the year to September 28th, 1957, is the 
stock position — ‘Stock of Sugar, including net Fora 
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commitments, syrup, materials and stores as certified 
by the directors, at or under cost'- the amount 


` involved being £18,722,104. The comparative figure 


in red is only £7,814,767. The change results from 
the transfer of raw sugar buying from the Govern- 
ment to private enterprise. 

Stocks of 405,000 equivalent raw tons are included 
in the valuation but market risk has been limited; to 
the fluctuations on 171,000 tons, Pauen to about 
four weeks’ production. 

A note to the stock item explains that to enable the 
accounts to reflect the full tonnage of raw sugar ori 
which the company runs a market risk and the true 
trading profit, it has been necessary to take into 
account the forward purchases of raw sugar required 
for forward refined sales. No refinjng profit has, 
however, been anticipated on these forward sales; 
The difference in weight, representing net forward. 
commitments, is treated and valued as stock. 


CITY N OTES 


HE Stock Exchange faces the New Year with some 
trepidation and certainly without the false sense of 
optimism that surrounded investment business twelve 
| months ago. As the Chancellor has said, the first few 
| weeks of 1958 will be a testing time for the economy 
| since it will provide the true test of last September's 
| monetary measures and more particularly the strength 
| of those measures when assailed by wage demands. 
| Furthermore, the economy will be put to the test of 
withstanding, or attempting to withstand, a continu- 
ing recession in business activity in the United 
|f States and in Canada. Industry will do well to maintain 
| its current volume of dollar exports under such 
circumstances. 
|! On this side of the Atlantic the gradual moves 
towards European Free Trade represent a challenge 
to British industry and it is acknowledged that a 
further contraction in profit margins may well have 
to be accepted. For that reason higher wage costs 
|! would inevitably blunt industry's competitive edge. 
Translation of these factors into stock-market 
terms naturally makes for a most cautious outlook 
| particularly since new capital issues must continue 
| to make heavy demands on investment funds. Econo- 
mic doubts and new capital calls must dominate the 
pue part of the year. 
There seems little sound basis for expecting any 
| early reduction in interest rates but the discount 
market continues to force a lower Treasury bill rate. 
| The average discount rate of £6 7s 5-g1d per cent on 
. December 27th was the lowest since last September. 
The rate was then over {6 12s per cent. 

The next interest rate landmark may be the 
breaking of the 6 per cent corporation market 
borrowing-line. Kent County Council is thought to 
be at the head of the borrowing queue. A Kent issue 
offering a shade under 6 per cent would provide an 
interesting test for the market. 


e 
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RATES AND PRICES 
Closing prices, Wednesday, January 1st, 1958 


Bank Rate 
Mar. 11, 1952 4% Feb. 24, 1935 44% 
Sept. 17, 1953 34% Feb. 16, 1956 54% 
May 13, 1954 3% Feb. 7, 1957 5% 
Jan. 27, 1955 34% Sept. 19, 1957 7% 
| Treasury Bills 

Oct.25 £6 1r2s0°74d% Nov. 29 £6 os z27d% 
Nov. 1 £6 118 10°53d% Dec, 6 £6 9s 1°45d% 

ov.8 ,f6 118 842d% Dec, £6 9s r21d9, 
Nov. 15 £6 ris 7°45d% Dec. 20 £6 8s 9°94d% 
Nov. 23  £69s571d9, Dee, an £678 s-o1d% 

Money Rates 

Day to day 5-55% Bank Bills 
o days 5195 2 months 63-68% 
Fine "Trade Bills : 3 months 61-6876 
, 3 months 721-995 4 months 64-04% 

4 months 71-894 6 months 64-63% 

6 months 71-996 l | 

Foreign Exchanges 
New York 2:80j—1& Frankfurt 117751-d 
Montreal 2776-1 Milan 1754 -$ 
Amsterdam ` 10:583 -f Oslo 20-oo]—i 
Brussels. 139:80 —8s5 Paris 1175 A 
Copenhagen  19:331-4 Zurich 12:25 —À 
Gilt-edged 

Consols 24% 462 ^ Savings 24% 64-67 78$ 
Consols 4% 69d Savings 3 K 55-05 BAR 
War Loan 34% 63 Savings 3% 60-70 75% 


Conversion 34% 63% 
Convan. 34%, 1969 821 
Fndng. 3% 66—68 784$x.d.. 
Funding 3% 59-69 771 
Fndng 34% 99-04 64§x.d. 
Funding 4% 60-90 86} 


Savings 3% 65-75 70} 
Treasury 24% 464 
Treasury 34% 77-80 2n 
Treasury 34% 79-81 714 
-Victory 476 93 
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Correspondence 


Letters must be authenticated by the name and address of 
the writer, not necessarily for publication. The Editor does 
not necessarily agree with, or hold himself responsible far, 


2 Accounting for Inflation 


Sm, - Reference Mr Briscoe’s letter published in 
your issue dated December 21st, 1957: 


Value of total, output 

or total income .. = Investfnent-+ Consumptio 

Investment.. .. = Total income — Consumption 

Saving . .. .. =Total income — Consumption 

Therefore: Investment = Saving. 

The above is true. Lord Keynes, however, was at 

ains to point out that it was in fact the disequilibrium 
EE saving and investment which was at the root 
of the economic ills of the inter-war years. The point 
is, what do we mean by ‘saving’? Perhaps the nearest 
we can come to an exact definition of saving is 'the 
tendency or propensity to leave some part of income 
unconsumed. 

Saving in the wider sense, that is— saving plus 
profits minus losses - is always equal to the value of 
investment, but the whole economic system is in 
equilibrium only if saving in a slightly: narrower 
sense, that is,.'voluntary positive saving’ is equal to 
investment. A large part of saving is done by limited 
companies who spend their own saving after an 
interval of time. Another part of saving is used for 
investment by totally different people from those 
who have created the saving. 


Sir Stafford Cripps, I think, tried to base his. 


budgetary plans on the idea that the Budget surplus 
(above the line) must be sufficient to cover not only 
the below the line items, but also the estimated 
deficiency of saving by the community to meet the 
estimated amount of investment. It will be appreci- 
ated that it is very difficult to balance saving and 
investment in this way. 

An important contribution to the reconciliation of 
accountants’ and economists’ views was contained in a 
publication entitled Some Accounting Terms and 
Concepts, published by Cambridge University Press 
in 1951. A careful study of this would help many 

eople-I feel sure. In connection with capital, this 
book gays: 

‘Economists regard the whole community as 

inning an accounting period with a store of 

“real” assets which are the source of the production 

during the period; at the end of the period the store 

is normally increased or reduced by the difference 
between production and consumption. The store at 
the beginning is not regarded as a money value or 
as a proprietorship interest, but as a "real" item 


eg 
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consisting of physical goods, the legacy. of past 
production carried on to serve as a source of pro- 
ductive power for the current year. Similarly, the 
net increase or reduction during the year is regarded 
in "real" terms.’ 


Further, in dealing with valuation of fixed assets, 
the book says: 


"Ihe economist is concerned with ''real" assets 
and not with the monetary costs thereof or questions. 
of proprietorship interest. The economist argues that 
it is the productive capacity of an enterprise that 
must be maintained intact, and that this position 
could be achieved by calculating the depreciation 
provisions on the basis of original cost only if price 
levels were stable. Since such stable price levels are 
most unusual, economists consider that the mainten- 
ance of productive capacity (or, in other words, the 
keeping of "real" capital intact) is more likely to be 
achieved if depreciation provisions are calculated 
by reference to replacement rather than to original 
cost of fixed assets, Any attempt to do so, however, 
raises valuation problems that have not yet been 


settled.' 
Yours faithfully, 
Ilford, Essex. C. F. WRIGHT. 
Decimal Coinage 


Sm, - Mr Long's waggish letter (December: 14th 
issue) overlooks two small points. The First French 
Republic had the slight advantage over us of just 
having run through one of the most violent bouts of 
inflation ever known; and another little affair, known 
as the French Revolution. : 
Incidentally, one is, perhaps, surprised it did not 
occur to Mr Long that a neat way of changing over 
to decimal coinage would be for us to inflate until a 
pound note was the least money everyone used. We. 


. could then easily get accustomed to a money system 


in powers of ten. A subsidiary advantage would be 
the National Debt would be less of a nuisance. 

We must respond to Mr Long's invitation in suit- 
able style. Perhaps our most delightful national trait 
is a remarkable ability for making an impracticable 
compromise highly practicable. Let us then have two 
sorts of coinage, for our small change. Our two 
shilling piece is exactly fo-100,000. Our shilling. 
£0-050,000. (I do hope my mathematics is right.) If 
now we could persuade our Mint to strike for us a 
ten-sided coin, worth, £0:010,000, we would have a 
fully decimal . Dare I suggest this coin could 
be called a ‘Beth’? At the same time let us still have 


our archaic tanners, threepenny pieces and pennies. 


In,any case there are some one and a half thousand 
million pennies around and about, forcing us to make 
a virtue of necessity. 

We cduld ali then please ourselves whether we did 
business in one system or the other. If we all liked the 
decimal system the other one could wither away 


quietly. 
Yours faithfully, 
Horley, Surrey. : S. LUCAS. 


— 


| 
i 
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| Verifying Registered Land 

Sir, - In your issue of November 2nd last, Mr C. 
[Romer-Lee dealt with the verification of registered 
land. His statement that the land registry certificate 
provides satisfactory evidence of title requires some 
i cation, 


" The precise legal significance of the land registry 


certificate is not quite clear, and the situation is . 


comp plicated by the fact that a copy may be obtained, 
albeit with difficulty, on the grounds that the original 
has been lost, for example. 

| In ve registered land abroad, I invariably 
obtained a certificate from the cadastre, ‘certifying the 
state. of the register at the balance sheet date. This 


| 
l 


‘respect of registered land. 


-may be considered a satisfactory audit procedure in ` 
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Perhaps the best counsel would be to look at the 
date stamp in the top left-hand corner of the inside 
of the first page of the land registry certificate. If it 
bears a date reasonably near to the balance sheet date, 
it may be accepted as evidence of the state of the 
registered land at that date, otherwise the client should 
be asked to send it to the land registry for comparison 
with the register. In some cases ‘periodical inspection 
of the register may be practical. 

It might be helpful, eae if the Council of the 
Institute could work out a system of confirmation in 
respect of the verification of registered land, par- 
ticularly as the use of this type of title is destined to 


grow. Yours faithfully, 
KENNETH S. MOST, LL.B., A.C.A. 
London, SWIO. 


Reports of Public Companies 
THE ACCOUNTANT 





ANNUAL AWARDS, 1958 
CLOSING DATE FOR ENTRIES 


Each year The Accountant makes two Awards to companies whose shares are quoted on a 


recognized stock exchange in the United Kingdom, in relation to the form and contents 
of their reports and accounts ~ particular importance being attached to the adequacy of 
the information given and its presentation. 

The 1958 Awards will be made in respect of | reports and accounts laid before: companies 
in general meeting within the year ended December 31st, 1957. Particular consideration 
will be given to the making of an Award to a company submitting accounts which do not 
involve the complexity of those of a large group; 

Conipanies are invited to send, for consideration by the Panel of Judges, copies of their 
reports and accounts (with any. chairman's statement circulated to shareholders) to: 


THE SECRETARY, 
THE ACCOUNTANT ANNUAL AWARDS, 
4 DRAPERS’ GARDENS, 

. LONDON, PC 


The closing date for the receipt of entries for the 1958 docs is Januaty 318t, 1958. | 


Winning Companies in Previous Years 


i Last year’s Awards were presented by Colonel Sir Cullum "Welch, O.B.E., M.C., den 
. Lord Mayor of London, to The United Steel Companies Ltd and Trawlers Grimsby Bo 


Previous winning companies were: 
1954. — Thos. W. Ward Ltd. 


1955 — Ford Motor Co Ltd. 
. Unilever Ltd. — 


.1956 — Associated Electrical Industries Ltd. 


_ Folland Aircraft Ltd. 
oe "`" Oo 
d a 
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INDEX ro VoL. CXXXVII: JULY-DECEMBER 1957 
The general index to this volume ~.July to December 
1957, Vol. CXXXVII - is published with the present 
issue. The parts of the volume, with.the index, can 
now be sent for binding. 


"THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


At a recent méeting of the Executive Committee, Mr 


W. S. Carrington, F.C.A., the President of the Associa- 
tion, and ten members wert pfesent. 


New Applications Ba 
Five new applications for assistance were considered. 
In one case a grant was made; donations were given in 


two cases as a preliminary measure; one application: 


was deferred and in the other case no grant was made 


. Further Assistance 
Twenty-two applications for further assistance were 
considered; in eleven cases the grant was renewed; in 
six cases the grant was increased; in four cases the 
grant was reduced and in one case it was decided to 
make a donation. 

Matters Reported i 
The Honorary Secretary reported changes in the 
circumstances of a number of beneficiaries. In two 
cases the grant was increased and in one case it was 
reduced. The deaths of two beneficiaries were reported 
and in one case the grant to the widow was increased. 
. The Honorary Secretary also reported that three 
beneficiaries, whose circumstances had improved, 
were able to manage without further assistance. 


Christmas Food Parcels and Gifts 
It was decided to distribute Christmas food parcels to 
beneficiaries and to send small cash gifts to beneficiaries 
who are resident in homes. 


Other Matters 
The receipt of two donations and two legacies amount- 
ing in all to £252 1os od was reported. 


PERSONAL 


Mr RavMoND H. WHITELEY, A.C.A., announces that 
he has commenced practice under the style of R. H. 
WnuiTELEY & Co, Chartered Accountants, at 19 
Elmdale Road, Bristol, 8. 

MESSRS Cooper BroTuers & Co announce that Mr 
‘J. G. C. THomson has been admitted into partnership 
in their organization in Singapore. 

Messrs Dixon, WiLsoN, T'usss & GILLETT, Chart- 
ered Accountants, of London, announce that they have 
taken into partnership Mr FRANK JAMES GASTON. 

Drxon, WILSON & Co, Chartered Account- 
ants, of London, announce that they have taken into 
partnership Mr M. R. G. Conv-WniGHT. 

Messrs GgonGE A.Toucns & Co, Chartered Account, 
ants, of London, announce that. they have admitted to 
partnership as from January ist, 1958, Mr D. S. 
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Notes and Notices 


MORPETH, B.COM., A.C.A., and the Hon. J. W. REMNANT, 
A.C.A., both of whom: have been with the. firm for a 
number of. years. 

Massen Dgarpsn, GiLLIAT & Co, Chartered Ac- 
countants, of Croxley House, 14 Lloyd Street, Man- 
chester, 2, announce with regret the retirement of Mr 
THOMAS DEARDEN, F.C.A., 88 at December 31st, 1957, 
after fifty-one years’ service. They also announce the 
admission of Messrs Brian K. FrrroN, JoHN M. 
GiLLIAT and. Harry LAWTON, who have been ‘coti- 
nected with the firm for many: years, as partners as 
from January ist, 1958. The. style of the firm remains 
unaltered. 

Messrs MARSHALL, GriBBON & Co, Chartered Ac- 
countants, of Croxley House, 14 Lloyd Street, Man- 
chester, 2, announce the admission of Messrs BRIAN 
K. Fitton, Joun M. GiLLIAT and Harry LAWTON, 
who have been connected with the firm for many 
years, as partners as from January Ist, 1958. The atyle 
of the firm remains unaltered. 

Messrs R. F. MILLER & Co, Chartered Accountants, 
of Croxley House, 14 Lloyd ‘Street, Manchester, a, 
announce the admission of Messrs BRIAN K. FITTON, 
Tonn M. GILuiat and Harry LawToN, who have been 
connected with the firm for many years, as partners 
as from January ist, 1958. The style of the firm 
remains unaltered. 

Messrs Everett, Morcan & Grunpy, Chartered 
Accountants, of Bush Lane House, Bush Lane, i 
announce that Mr Norman Danis GRUNDY, F:C.A., 
retiring from active practice- on December 31st, a 
after fifty-one years as a partner in the firm. The name 
and address of the firm will remain unchanged and 
the practice will be continued by the remaining 
partners, Mr B. J. BRIDGES, B.A., F.C.A., and Mr F. B. 
MASSEY, A.C.A. 

Messrs CLARKE, ECKERSLEY, Prentice & Co, Char- 
tered Accountants, and Messrs EDWARD MYERS CLARK 
& Co, Chartered Accountants, of London, Man- 
chester and Watford, and Messrs GEORGE PEDLEY & 
Co, Chartered Accountants, of Burnley, announce 
with regret the retirement as from June 3oth, 1957, 
from the partnership, on medical advice, of Mr JoHN 


BERTRAM PRENTICE, F.C.A. The practice continues to be 


carried on by the remaining partners. 
Messrs Woop, Costa & Harty, Chartered Account, ` 
ants, of 4 Duke Street, Kingston, Jamaica, B.W T., 
announce that as from January rst, 1958, they have 
taken into partnership Mr Joun WHYTE, C.A, and 
Mr Peter G. LIDDIE, A.C.A. | 
Messrs HiLLs & Burcrss (A. R. HILLS, a.c.a., and 
H. A. Bunczss) of Luton and Leighton Buzzard, Beds., 


¿and Messrs Lewis, Doten & Co (Joun HILLIER, 


A.$.A4.A4., and E. JoHN FhRARY, A.8.4.4.) of Luton, 
announce that as from January rst, 1958, their practices 
have, been merged. The style of the combined practice 
will be HILLIER, Huis, Frary & Co, the partners 
being Mr A. R. Hius, Mr J. Hrs and Mr E. J. 
Frary (Mr H. A. Bunczss will continue to be available 
for consultation) and larger premises have been acquired 
at Victoria House, 26 Victoria Street, Luton (telephone: 
Luton 521 and 3144). The Leighton Buzzard practice 
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’ Messrs HILLS & Burcess will continue at 20 Bridge 
treet, with Mr Doss and Mr Frary joining Mr 
ILLS and Mr BURGESS as partners. 

Messrs: TuRQUAND, Youncs & Co announce the 
{mission to partnership in London, as from January 
t, 1958, of Mr D. GARRETT, A.C.A. who has been 
ith the firm for many years. 

Mr A. H. CROSS, A.A.C.C.A., A.C.I.8., and Mr P. W. 
OWLATT, C.A., announce that as from January ist, 
)58, they have admitted into partnership Mr F. J. 
AMMOND, A.S.A.A. The practice will be continued 
ider the style of A. H. Cross, RowLATT & Co, at 30 
igh Street, Newport, Isle of Wight. 


CORRECTION 
'e regret that in the announcement of Messrs 
iRVIS, MAXWELL CHALMERS & Co, Chartered Ac- 
untants, of 230 Strand, London, WOCa, under 
'ersonal' in our issue of December 21st, the name of 
[r FRANK COLLIS, A.C.A., was wrongly printed as 
OLLINS. 


PROFESSIONAL NOTES 


ir. Joseph Longthorn, F.c.a., has been elected to 
e board of the South Blackpool Jetty Co Ltd. 

Mr C. L. O'Callaghan, A.C.A., A.S.A.A., has been 
pointed an additional director and chairman of 
airns-Wear Ltd. 

Mr J. D. Crane, A.c.a., has been appointed assistant 
cretary of De Havilland Propellers Ltd as from 
ecember oth, 1957. 

Mr R. B. Drummond, A.C.A., has been appointed 
cretary of Webb's Crystal Glass Co Ltd. 

Mr R. C. Jeffrey, B.A., C.A., secretary of Stenhouse 
oldings Ltd, has been appointed a director of A. R. 
‘enhouse & Partners Ltd and A. R. Stenhouse & 
rtners (London) Ltd, as from December 17th, 1957. 


LEGAL AID IN SCOTLAND 
CHARTERED ACCOUNTANT APPOINTED 
TO COMMITTEE OF INQUIRY 


[r H. Forbes Murphy, C.A., a partner in the firm of 
owden & Molleson, Chartered Accountants, of 
linburgh, has been appointed a member of the 
mmittee of inquiry set up under the chairmanship 
Lord Guthrie to review the provisions for legal aid 
connection with criminal proceedings contained in 
e Legal Aid (Scotland) Act, 1949. 


IN PARLIAMENT 
"TAXATION OF PROFITS AND INCOME: REPORT 

Ir A. ROBERTS asked the Chancellor of the Exchequer 
hat further action he proposes to take on the Report 
' the Royal Commission on the Taxation of Profits 
id Income. 

Mr PowzLL: My right hon. friend will be reviewing 
ie outstanding recommendations of the Royal Com- 
ission before his next Budget. 

ansard, Dec. rgth, 1957. Written Answers. Col. 8r. 
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BoNus Issugs 


Sir L. Heap asked the Chancellor of the Exchequé; 
why the Capital Issues Committee’ has refused’ to 
sanction the increase of a company's capital by the 
issue of bonus shares from its reserves. 

Mr BrgcH: In making recommendations regarding 
bonus issues, the Committee is guided by the following 
criteria: that the application should relate as a single 
operation to the capitalization df true reserves and is 
one which will benefit the stability, credit or efficiency 
of the undertaking; that it does not take a form which 
will enable tax liabilities to be reduced, and that it is 
in the public interest having regard to the gener 
directions of the Committee. 

Hansard, Dec. 19th, 1957. Written Answers. Col. 81. 


NATIONAL INSURANCE CONTRIBUTIONS: 'TAx RELIEF 


Mr McKay asked the Chancellor of fhe Exchequer 
what he estimates will be the total income tax relief 
given to contributors to the National Insurance 
Schemes in 1958-59 arising from the increased con- 
tributions; and how much this will represent to the 
individual contributor who will'be paying the standard 
rate of income tax. 

Mr PowELL: Assuming that rates and allowances 
remain the same, £50 million for all insured persons 
and £4 6s for an adult male employee if his income is 
wholly subject to the two-ninths earned income relief. 

Hansard, Dec. 19th, 1957. Written Answers. CoL 82. 


Metric SYSTEM 


Mr Kirk asked the President of the Board of Trade 
what arrangements have been made for his department 
to take part in the forthcoming tnquiry by the British 
Association into the practical implications of a change- 
over to the metric system in this country. 

Sir D. Eccrzs: The expert knowledge of my depart- 
ment will be at the Association's disposal. I welcome 
the initiative which the British»Association has taken 
in this important matter; we shall be very interested 
to know in due course the results of its investigation. 
Hansard, Dec. 19th, 1957. Written Answers. Col. 101. 


INCOME TAX ASSESSMENTS: APPEALS 


Mr Com asked the Chancellor of the Exchequer. if 


he is aware that the Commissioners of Income Tax 
have the right to vary assessments within a period of 
six years from the year of assessment, whereas the 
taxpayer has only twenty-one days in which to appeal; 
and, as this frequently leads to hardship, if he will 
amend the Regulations so as to give the taxpayer a 
right of appeal not less favourable than that enjoyed 
by the Commissioners. 

Mr Pow There is no relationship between the 
time limit for appeals and that for assessments. 

Mr CoLLriNs: Is the Financial Secretary aware that 
these assessments often call for a much bigger amount 
than the amount that is actually due and that they 
arrive at the busiest time of the year for small con- 
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cerns? Ís he aware that the result is that these small 
concerns have no time to attend to the matter and 
that when they appeal it is too late? In common justice, 
will not the hon. gentleman extend the time for appeal 
so that the Government do not claim money to which 
they are not entitled? 

Mr PowELL: All that the taxpayer has to do is to 
decide. within twenty-one days whether or not he 
wishes to appeal. H&-has to do no more, and it is to 
the interest of the taxpayer and the Government that 
the point should be settled at the earliest possible 
moment. 

Mr Corus: Does not the hon. gentleman realize 
that,very often. in those twenty-one days there is no 
time to attend to the matter? Does he not realize that 
in the case of the surtax payer the Special Commis- 
sioners inform the taxpayer's adviser of the assess- 
ment? Why should there be this discrimination? 
There is a reaf difficulty bere. Will the hon. gentleman 
look at the matter again? 

Mr PowzLL: There is no discrimination. In many 
cases the taxpayer also has a right to claim relief or 
repayment, up to.six vears. 

Hansard, Dec. 19th, 1957. Oral Answers. Col. 588. 


CERTIFIED ACCOUNTANTS? 
LUNCHEON MEETING 


The. next luncheon meeting of The Association of 


Certified. and Corporate Accountants will be held at. 


the Connaught Rooms, Great Queen Street, WCa2, 
on Monday, January 2oth, 1958, at 12.30 for 1 p.m. 

The guest speaker will be Sir Henry Hancock, 
K.C.B., K.B.E., C.M.G., Chairman, Board of Inland 
‘Revenue, the subject of his address being "Why i is it 
all so complicated? ^  . 

Full particulars and tickets may be obtained from the 
Secretary of the Association, 22 Bedford Square, 
‘London, WC: (Museum 5163). The meeting is open 
to all members, students and their guests, including 
ladies. 


NORTE LONDON DISCUSSION GROUP OF 
CHARTERED ACCOUNTANTS 


The next meeting of the North London Discussion 
Group of Chartered Accountants will be held at 6.15 
for 6.45 p.m. next Tuesday, at The Mason's Arms, 
38 Maddox Street, London, Wi, when Mr H A. 

tbury, F.C.A., will lead a discussion on "The training 
of articled clerks’. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible Reading and prayer 
will be held at 12.30 p.m. on Monday next, January 
6th, in the vestry at St Mary Woolnoth Church, 
Lombard Street, EC3. The scripture for reading and 
thought will be the miracle of the cure of the centurion’s 
servant (St Luke vii, 1-10). 
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NEW AUTOMATION GROUP FORMED 


The Institute of Chartered Accountants in England 
and Wales, together with the Scottish Institute, The 
Institute of Cost and Works Accountants and The 
Institute of Municipal Treasurers and Accountants 
are among the twenty-three professional bodies which 
are members of the British Group for Computation 
and Automatic Control - one of three groups comprising 
the British Conference on Automation and Computa- 
tion. 

The Group was formally constituted at a meeting 
on December 20th, when Mr T. E. Goldup, C.5:x., 
President, T'he Institution of Electrical Engineers, was 
elected chairman; Mr E. M. Renals, A.C.W.A., was 
elected a vice-chairman and Mr J. D. Green, F.C.A., 
hon. treasurer. Mr Renals was also chosen to act as 
one of the Group's three representatives on the general 
committee of the British Conference on Automation 


and Computation, the central organization set up last ` 


April to provide more effective liaison between pro- 
fessional bodies having interests in these fields, and to 


. act as a clearing-house for information of this kind. 


SPRING MANAGEMENT. COURSES 
The department of management studies of The 


Polytechnic, Regent Street, London, Wr, is holding , 


several special courses on finance, economics and work- 
study during its spring term, which commences, on 
January 6th. 

. A course on ‘Presentation of accounting information’ 


has as its object the study of the information required | 


by boards of directors and top-management and will 
consist of five weekly meetings on Wednesday after- 
noons from 2 p.m. te 5 p.m., commencing on 
February 26th. 

A management accounting course of fifteen- 
weekly afternoon meetings will begin on February 
20th, on the use of modern accounting techniques in 
the control of business operations, while a one-day 


< 


course on January 29th will consider. ‘Cost reduction, 


through simplification'. 'T'he complex financial machi- 
nery of the City and its effect on the decisions of 


management will be studied in a course of twelve- : 


weekly afternoon meetings entitled 'Financial back- 


— 


ground for policy making’, beginning on January ` 


8th. 

A twelve-week 'sandwich' course on "Work study’ 
beginning on January 6th, will consist of two three- 
week periods of full-time lectures separated. by a 
six-week interval when the student will engage in 
some project work in his own firm. 


— P 


Further details of these and other courses may (ba s 


obtained from the Registrar, St Katharine's House, 
194 Albany Street, NW1, where the lectures will be 
held. 
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| Bankruptcy Law Reform 


HE recommendations of the Committee on tiki 
Law and Deeds of Arrangement Law Amendment were 
the subject of a leading article in our issue of August roth, 


| 1957, shortly after the publication of the Committee’s report 


(Cmnd. 221). A week ago the Stationery Office published the 
minutes of evidence taken before that Committee. This new 
volume includes not only a transcript of the oral evidence given 


.by the various witnesses, but also reproduces the written memo- 


randa submitted by them or by the bodies they reptesented. - 
One particularly interesting memorandum is that submitted by 


.the Inland Revenue. It begins by underlining that department’ S 


growing interest in bankruptcy, and it does this by. giving a table 
showing the receiving orders made on the petition « of the Inland 
Revenue in comparison with total bankruptcies in. the years 1938 


` and 1947 to 1955 inclusive. In 1938, out of a total of 3,117 bank- 


ruptcies, only 25 resulted from petitions by the Inland Revenue, 
representing less than 1 per cent. In 1947 the corresponding figures 


were 661 and 62, an inctease to 9. pet cent. By 1955, out of à 
total of 2,197 bankruptcies no less than 320 were at the instance 
of the Inland Revenue, representing 14:5 per cent. Moreover, 


bankruptcies on petitions by other creditors include in most cases. 
debts for direct taxes. 

The largest single cause of the increase was the passing of the 
Crown Proceedings Act, 1947. Until that year debts owing to the 
Crown were outside the Debtors Act, 1869 (the Act which largely 
abolished imprisonment for debt), and the Inland Revenue were 


"able to rely largely upon old forms of writs of execution. Only : a 


very few debtors were committed to prison, the warning Wiis 
usually enough. The 1947 Act, and other circumstafces, have 


` made more difficult the task of collecting taxes in the comparatively 
. few intractable cases. Consequently bankruptcy has tended to be 
resorted to more frequently. 


The Inland Revenue memorandum also contains an interesting 


study of the historical background of the Crown's ‘right of prefer- 


eńce in.respect of assessed taxes. It points out that in this field 


the Crown does not choose its debtors andi is therefore ina different 
l position frorp the commercial concern’ or private individual who 
"has a choice whether to give credit or not. In its ordinary 1 relations 


as a creditor, a Governtnent department has rio preference. T he 
memorandum supports the Court’ of Appeal decision i in 1950! 

that the preferential year ini respett of income tax need not’ be 
any particular year before the bankruptcy. In the event, mo 
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' the Committee has recommended that the Inland 
Revenue should choose one of the last two fiscal 
se pM 

4 The memorandum supported: the case for 
extending the power to make deductions from a 


bankrupt's earnings. The present power is con-. 


fined to ‘salary or-mcomie’ which has been rather 
narrowly defined by the Courts so that for 
practical purposes it is confined to P.A.Y.E. 
earnings, where the Revenue powers are already 
suffgient to prevent the taxpayer from getting 
into serious arrears. In -this connection the 


Commattee has recommended that the relevant. 


section. (Section 51) of the Bankruptcy Act, 
1914, should be extended sô as to include various 
other. kinds of earnings, not Ee in em- 
ployment. 

Among the Gg made in. the memo- 
randum submitted by The Institute of Chartered 
Accountants. in England and Wales was one to 
the effect that Section. 38 of the Act should be 
amended so that a debtor's essential household 
furniture should not be divisible among his 
creditors. It was also suggested that the aggregate 
amount of the value.of the debtor's tools, wearing 
apparel, bedding and essential household furni- 
ture not divisible should not exceed Zreo 
During the oral examination of the Institute's 
witnesses on this point, the chairman (JUDGE 
BLAGDEN) said he had never understood why. 


under the existing Act it was assumed that 


bankrupts could do without tables. On the same 


topic, when representatives of the Bar Council. 


were being examined, the chairman said that 
some witnesses had suggested that the figure of 
. 100 would be more reasonable than the present 
£20. The Society of Incorporated Accountants also 
suggested a figure of £150, while The Association 
of Certified and Corporate Accountants suggested 
an. increase but without specifying a figure. 
The Society. also suggested that no person 
should be qualified for appointment as a trustee 
in bankruptcy. unless he was also qualified for 
appointment as auditor of a limited company, 
not being an exempt private company. This was 
put forward not merely on narrow professional 
‘grounds but because it was in the public interest. 
There were.two advantages: accountants were 
best qualified for. the investigation . of matters 
involving accounts, and they. were also members 
of professional bodies and thus subject. to disci- 
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pline. The Society’s representatives were closely 
questioned by the Committee about this sugges- 
tion and from the questions and remarks of the 
Committee one might have thought that- the 


suggestion was not viewed with favour. However, 


as already reported, the Committee has recom- 
mended that the person to be appointed as trustee 
should have 'such professional qualifications as 
may be.prescribed', thus endorsing the Society's 


. Suggestion. 


A good deal of discussion was given to the 
present power to arrest a bankrupt if he removes 
property exceeding Ze in value. When this limit 
was first fixed, clothes did not cost nearly as 
much as they do now. The point was made that 
the present limit of {£5 was ridiculous in that 
theoretically the debtor made himself liable to 
arrest every time he left his house while he was ` 
fully clothed. The Committee's recommendation 
on this point is that the sanction would apply 
where the debtor removed goods in his possession 
which, if he were adjudged bankrüpt, would be 
divisible among his creditors. 

One limit which the Committee thinks should 
stay is the minimum of Leo debt on which a 
single creditor can found a petition. It is, 
that the value of money has fallen consider 
since that limit was fixed, but it was pointed. out 
that an increase in the figure must have the result 
of preventing some creditors from utilzing the 
bankruptcy procedure unless they weré able an 
willing to join with other creditors in tlie petition. 

If there was anything on which near unanimity 
prevailed among the witnesses, it was that any 
change in bankruptcy law should‘not take (he ` 
farm of still another amending Act, but that a 
new consolidated Act should be passed. There is 
a growing revulsion for legislation which is 
spread over a large number of separate statutes, 






for nothing is more ey of EES 


and complexity. 

Since the minutes of Se run to 48 e pages, 
it is impossible in the space of a short article to 
touch upon.more than a small part of the matters 
which were discussed, even allowing for the fact 
that there was inevitably. some repetition. Not 
the least valuable aspect of a document such as 
this is that it sets out the views and conclusions 


of experts — accountants, barristers, solicitors and 


officials — on -the practical workings of the law 
relating to page and deeds. of arrangemerit. 
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volume? is, as its title implies, far more 
| than an account of one great banking 
institution. In the records of Lloyds Bank 
|PRorFrssoR SAYERS had a rich store of material, 
land he has worked upon it with such skill that 
we have a book which is a delight to read and 
can be enjoyed by the general reader, as well as 
by those with a thirst for more knowledge of the 
development of banking in the United Kingdom. 
| ` Lloyds Bank, now reaching into every part of 
| England, had its main root in a private bank — 
Taylor’ s and Lloyds of Birmingham — who 
jopened their accounts in June 1765, paying 
‘interest at 2 per cent on deposits from September 
of the same year. The Lloyd family’s strong 
| Quaker connection allied with the wealth of the 
‘Unitarian Taylors made a powerful combination, 
land five years later they widened their activities 
by opening a London house, known at first as 
‘Hanbury, Taylor, Lloyd & Bowman. 
| A steady process of absorption began. almost 
4Jmmediately. Scores of private banks were formed 
in the latter part of the eighteenth and the early 
"art of the nineteenth centuries, a great diversity 
at en being represented by the men who 
thus added banking to their other interests. One 


"ps beautifully produced and illustrated 











‘extendiig and strengthening the parent company. 
The la& -- cung to add any considerable 
none Of, — fifty-five, in fact—to the 









‘branch n à EE Fox, Fowler & Co, in 
1921 e SIR GILBERT GARNSEY, K.B.E., 
F.C.A., enior partner in Messrs Price 


| Waterhouse & Co, who were auditors of both 
| banks, played a considerable part in tlie negotia- 
| tions. This amalgamation, the author notes, takes 
| a special place in banking history, since it marked 
the extinction. (under the Bank Charter Act of 
1844) of the last’. country. bank-note issue. The 
last amalgamation ‘Of all — also a notable one — was 
with Cox & Co, the Army bankers; in 1923. 

| ‘The author has -discarded chronological treat- 
| ment in favour of devoting each chapter to one 
particular aspect of Lloyds’ growth, and in this 
way he covers all the principal matters: which 


EE 
| * Lloyds Bank in the History | VON Banking, py R. B. 
Savers. O.U.P. 555 net. 





after another they became part of Lloyds, each. 
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arise in any large banking business. ‘Relations 
with the Bank of England’, “The Organization of 
Banks’, “The Employment of Funds’, “Country 


Bankers and London Agertfs’ are some of the 


headings, and his expository style is admirable. 

The human story is never far from his mind. 
In addition to accounts of the bankers them- 

selves, we get in ‘The Staff of the Bank’ a tively 


picture of the difficulties of recruitment of staff 
in the days before service in a bank was recognized . 


as a career for boys. ‘Poaching’ was apparently 
widespread, though it provided no lasting solu- 
tion. As early as 1887, one woman was employed 
as a typist by Henry 5. King & Co, a private 
bank in the West End, and she was joined by 
another in 1891. The latter lady (still living) 
recalls ‘the elastic lunch hour of those days when 
there always seemed to be time to go out and have 
one'—a phrase which sounds a surprisingly 
modern note. There was a time when Howarp 
Lrovp, a former general manager of the Bank, 
knew the family circumstances of even the most 
junior clerks, and would inquire meticulously 
into their well-being. Today the staff numbers 
18,000, spread over some 1,700 offices, with 
welfare officers-and staff controllers to look after 


them. Present codes, so largely taken for granted, 


are as the auditor shows, the result of generations 
of experience — some of it dearly bought. ` ` 
The chapter on "The Bankers’ Customers’ is a 
pleasant excursion into the past. There is plenty 
of evidence that bankers in the- nineteenth 
century offered numerous ancillary services: to 


‘their customers, even as they do today. Standing 


orders, purchase and sale of investments, admini- 
stration of estates and trusts, payment of annui- 
ties, and even travellers’ cheques; were available, 


The originator of this last facility, as we are told 


in ‘West End Banking Traditions’, was ROBERT 
HERRIES, a partner in the firm -of Herries, 


Cochrane.& Co; who' as early as 1769 or 1770. 


had the idea of supplying money to travellers 
on the Continent by 1 means of E a 
notes. 


| It is temping. to qiióte fion: pages so full of - 


interest and good stories, but we must be satisfied 


with ee our readers to eae nm book gc 


' thémselves. : 
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e Accounting and Pru 
ass _ Development i in Russia. 


A FAST-GROWING BRANCH OF INDUSTRY 


CONTRIBUTED 


NUMBER-one growth industry i in the 
A S.S.R. is the production of modern busi- 

ness machines ranging from the ten-key 
adding machine to universal electronic computers 
which, according to. Moscow trade press reports, 
are to become key tools of Russian executives for 
the control of the nation's industrial empire. 
^. With modern methods invading every office 
department from that of book-keeper to general 
iüanager, and with output of business machines 
in process ‘of quadruple expansion, machine 
accounting is giving Moscow industrial managers 
the many headaches generated in a EE 
branch of industry. 

The problems confronted by Russian ` execu- 
tives, the trade press reports show, are twofold, 
focusing (1) on. ways to make more. productive 
use. of the highly effective tools of .modern 
accounting in the interests of cutting costs and 
boosting output, and (2) on development .of 
more-efficient machines to do the manifold jobs 
of. modérn industry. ‘The trend is to streamline 
office work in solving the former problem; work 
on the latter tends toward integration of machine 
. accounting into the increasingly automated pro- 
duction process. 

This article will discuss both aspects of the 
machine accounting programme that is being 
promoted in the U.S.S.R., drawing on reports 
about developments in this branch of industry 
that have recently been published in'the Russian- 
language trade press, mainly in the Vestmk 
Maschinostroyenitya (Herald of Machine-Butld- 
ing), official publication of the Soviet machine- 
building industry. 


. How. important Kremlin officials think machine 


accounting is for the Soviet economy was empha- 
sized recently by Mr Khruschev. Addressing the 
Supreme Soviet in Moscow, he said that 
management of the national economy was 'un- 
thinkable without a unified centralized system of 
accounting and statistics’ and démanded ‘wide 
mechanization of accountirig, based on machine- 


calculating: ‘stations’ at’ offices: of the Central 


Bureau of Statistics’. 


f 


Machine s Calculating Stations. 

The E ds stations', which Mr 
Khruschev mentioned, are the salient organiza- 
tional form that machine accounting has assumed 
in the U.S.S.R. where promotion of the use of 
office machines is, like all other enterprise, state- 
controlled on a planned basis." Machine-cal- 
culating stations are offices organized under the 
jurisdiction of the Central Bureau .of Statistics 
and equipped with high-speed universal cal- 
culating machines capable of doing all:kinds of 
business accounting at present carried out by 
punched-card systems. "They are locatéd ap 
industrial enterprises employing upwards of 3,000 
workers, and where most efficiently organized; 
handle both straight. payroll book-keeping as well 
as development planning and engineering» i 

The current five-year development programme 
which ends in 1960 calls for the founding; 
of. 500° new machine-calculating stations, and 
substantial expansion of an undisclosed nufaber 
of existing stations which are said to have tripled 
in number between 1949 and 1955. The currerit 
programme, moreover, stipulates that about 2,000 
new ‘machine-calculating offices’ are to be 
founded — these offices being describedgas machine. 
accounting centres equipped with "git account- 
ing machines’ suitable for handlinismall-scale 
business. - 

While the. Bee of: machi 9 accounting, 
offices is being expanded to embrace the field ó 
national statistics, idle machine time is a Serious 
problem at the existing offices. — 

"The load of calculating and especially com- 
` puting-analytical machines at the factory machine 
calculating stations usually does not exceed eo to 60: 
. per cent of capacity (with one-shift operation), , 

a'Russian trade paper recently stated, adding that, 
recent data showed that 
'computers at machine-calculating stations work 
only about five hours a day’. 
Ways of finding more work to.take up the slack: 
time of the high-speed machines are being ex- 
plored and developed: A. principal, way. now being) 
followed, as one repojt put it, has:been to: ~~ ~~ 







| 
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"convert. the: rnachine-calculating. station Pom. an 


= 


: appendage of the chief book-keepers o on organ- . 


* ization which actively and efficiently helps business 
l 'executives i in the management of production on the 
`. basis of modern control technology’. 


- This means, that instead of doing principally 
Bic: accounting in many cases, the machine 
accounting centres are being enlisted in pro- 

ammes to keep constant observation on the 
flow of factory production, to work up estimates 
for the planning departments and to do all kinds 
of highly complicated engineering computations. 


|. "^ Centralized Service Offices 


| Capacity use of machine-calculating stations is 
ibeing promoted also through organizing cen- 
itralized offices that service a large number of 
‘clients’ and operate on a three-shift basis. An 


example is the machine-calculating station of the 


Moscow Power Construction Trust, which ser- 
vices forty clients located at distances of up to 
200 kilometres away. This jobbing office does 
accounting -tasks ard engineering-technical esti- 
| mates for the client organizations. 

How efficient this type of consolidated organiza- 
| tion is under Russian conditions was analysed in 
| one Moscow report which stated that a central 


office which took over the accounting work 
formerly done by four factory machine-calcula- 
ting stations operates on a round-the-clock basis 


and processes 20 million punched cards a 
year. The machines in use were, in the process of 
consolidation, drastically reduced in number; 
adding machines were cut from 64 to 9; cal- 
culating machines from 10o to 37; punched-card 


tabulators from 20 to 9. At the same time, office 
space was cut by 58 per cent and staff was cur- 
tailed from 262 to 250. 

Operational costs for a machine-calculating 
' station that handles accounting at a large Soviet 
machine-building plant are put at two to three 
million roubles (£179,000 to £268,000 at official 
rates) per year. An estimated 250,000 roubles are 
spent on blank cards for use in the punched-card 
machines. Idle time in the machine accounting 


T a a ae --- 


' Criticism in the Russian trade press is directed 
at the Central Bureau of Statistics in Moscow, 
which has.executive authority for the nation's 
machine- "accounting offices, and is therefore said 


«o — MÀ € M € m 
eM —— me - 


to be.the "principal culprit in the situation that 


has arisen'. Russian experts in the field demand 
greater local autonomy in gearing the computing 
offices into efficient service at.the ixi level. ` 


perforators from 69 to 16; sorters from 23 to 7, and- 


system thus entails considerable financial losses. 
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.. Book-keeper Complex . i cnan" 
What is wrong is that the.'book-keeper complex 
still prevails in. the use of calculating machines’, 
writes one Russian critic, Mr N. G. Levinson, 
and in his opinion the present set-up in which'the 
machine-accounting office of the industrial plant 
is subordinate to the chief book-keeper of the 
enterprise ‘strengthens and‘ legalizes the book- 
keeper trend’, with the result that most machines 
are in subcapacity usé on payroll and stóckJ 
accounting work. Payroll duties occupy - the 
machines at peak capacity only for a few.days 
around the pay-days at the middle and the end of: 
each month; the rest of the time the costly: 
machines are idling SE with a ION DON bs 
per day. -> > ED J 
The machine- calculating sation, says Mr 
Levinson, should be put under the-control of the 
chief engineer or the production manager. It 
would then become an efficient tool in the daily 
management of the flow of production, and could: 
perform all the essential accounting jobs required’ 
in present-day industry. Envisaged in this con- 
ception of the role of machine accounting is also: 
the idea of reforming the book-keeper personnel.: 
The old-fashioned book-keeper should be re- 
placed by the 'engineer-economist', and a pro- 
gramme of education should be carried out to. 
make engineers and planners aware of the 
potentials to be developed in machine accounting. 
. 'Efficient use of calculating machines at industrial 
plants i is greatly hampered', Mr Levinson writes, 
because the vast mass of personnel engaged in: 
economic planning, technical engineering and: 
designing have almost no idea about the possi-, 
bilities latent in the use of computing machines i in, 
` their daily work. 
. "The main responsibility for this’, he went on, 
rests with the Ministry of Higher ‘Education’ 
which, despite a series of signals from public 
opinion and the Press, has not yet taken decisive 
steps in this issue and still continues to graduate: 
narrow-minded specialists in mechanization .of 
accounting.’ 
. Broader programmes of training are planned 
for prospective managers of machine-calculating 
stations, who have hitherto .been almost ex- 
clusively graduates of the Higher Institute of 
Finance in Moscow, with basic financial — not 
industrial — background. 


. Quadruple Output of Calculators P 
The calculating-machine industry i in the U.S.S.R; 
is now in the midst of an expansion. programme. 
which began in 1956 and had:a target of quad- 
rupling output in five years. Under this pror; 
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' gramme, according to the official ‘announcement, 


‘production of calculating and computing-analytical 


machines is to increase 4:5 times, and work is to be 

intensified in the design and production of auto- 

matic high-speed computing machines and ere: 

matical computers’, 

This programme, which ends in 1960, was 
outlined on the basf¥ of a sixfold expansion in the 
output of Russian-made business machines that 


took place in the years 1949-1955. Absolute 


figures are not disclosed as to the number and 
typeg&of machines involved, but if the programme 
is completed, the Russian industry in 1960 will, 
in the decade of the 1950s, have increased its 
output -of office-caleulating and punched-card 
‘business machines twenty-seven times over what 
it was in 1949. 

Now, more than a quarter of a gët old, the 
Russian calculating machine industry, founded i in 
I931, produces a wide range of standard cal- 
culating machines for business offices. Both 
electric and hand-operated, these include ten-key 
adding machines, semi-automatic and automatic 
calculators doing adding, subtracting, multiplying 
and dividing, various models of book-keeping and 
account-printing machines, invoice machines that 
keep numerical accounts and type text, cash, 
account and letter registering machines for stores, 
banks and post offices, and a range of. punched- 
card system machines — perforators for. punching 


8o-column cards, card punch controllers, sorters ` 


that handle 350 punched cards.per minute and 
tabulators that summarize 150 cards a minute. 
‘Criticisms. have appeared in the accountancy 
press, however, that this range of equipment is 
: still out-dated and. inadequate, and does not 
include some of the more advanced types of 
equipment, such as punched-card collators, in- 
terpreters and multipliers. The lack of spare 
parts has also been responsible for PUE in the 
introduction of mechanization. l 


Electronic Computer Development 


Computing by mechanical means, these mane 
are, of course, relatively slow-paced in’ com- 


parison with modetn computers which operate by ` 


means of electronic circuits. In Russia, as else- 
where in the industrially-advanced countries, 
high-speed électronic computers have come in as 
partners of atomic power, the jet plane, and other 
modern engines of progress. In Moscow, an 
electronic computer of the UNIVAC type has been 


developed that does automatic translation . of. 


‘scientific tests from English into Russian. 


Named the. ven or. high-speed electronic com- 
puting machine, this-machine was developed By. 
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Academician A. "A. Lebdev, and is reported to 
be on ‘round-the-clock’ duty at the Institute of 
Precision Mechanics and Calculating Technology 
of the Academy of Sciences. It does adding in 
three-millionths of a second, and in a few hours 
can complete computations that would take a 
lifetime for an experienced mathematician to 
accomplish by hand. 

Apart from English-Russian translation, the 
VESM is teported to have been used to compile, 
within a few days, an international astronomical 
calendar giving the positions that seven hundred 
small planets of the solar system will occupy every 


forty days for ten years ahead. For the Russian 


geodesic survey, it solved problems with 800 
equations, requiring 250 million arithmetical 
calculations, in less than twenty hours. It has also 
been used for estimating tables usable in determin- 
ing the utmost limit of steepness for slopes of 
canal waterways. 

Russian designers are developing other kinds of 
electronic computers. One of these called the 
CRYSTAL, developed by a group of crystal experts, 
can perform 200 arithmetical operations per 
second, and is highly useful for mathematical 
estimates in the field of crystallography. Another 
computer developed by a group of designers under 
the direction of Mr N. Maslov has been named 
WEATHER, and is especially designed to calculate 
long-range weather forecasts. These high-speed 
computers are said to compare favourably with | 
the best Western counterparts. 


. but no Accounting 

Computers until 1960 
The output programme for electronic com- 
puters may be judged from a report that in the. 
next few years, thirty-two factories will be built 
for.the production of electronic computing 
machines and the latest types of automatic 
industrial equipment. The use of computers for 


‘accounting. purposes appears to be given a low | 


place on the list of priorities. The production of 


the.first computers specifically: designed for 


accountancy- purposes, comparable to the com- 
mercial versions of UNIVAC or the ELLIOTT 405, 
is not planned to take place until 1960. 

The demand. for electronic computers- is 
evidently running far ahead of the current supply. 


This is evident from a recent report appearing in 


a Moscow scientific journal that -Academician 
A. I. Berg, an authority on radio-electronics,- 
advised. students and professors in universities - 


. and -research. institutes to combine efforts and 
Create, tbe electronic -computers . they: need. on a 
do-it-yourself basis.. Sa x 
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. Current Accounting Opitiions i in 
by. KENNETH F. BYRD, M.A., B.Sc.(Econ. ), A.C, C.A. (Canada). 


NORTH AMERICAN COMMENTARY -LXXXVI.. 


the United States and Canada ` 


5 ven 
..: 


Professor. of Accounting, McGill University, Montreal . 


Kb Foutnal of m 
|New York, November 


| Depreciation. for Income Tax 


| HE United States Chamber of Commerce 
| is reported as having recommended to the 
| Commissioner of Internal Revenue that 
| maximum depreciation rates for not more than ten 
or fifteen categories should be established, and that 
‘only those who claim higher rates should have 
|to-prove their claims. The Chamber would then 
| favour an amendment of the Internal Revenue 
ess 80 that profits realized on normal retire- 
ments-of:assets would be taxed. The concept of 
compulsory’ deprecidtion in accordance with 
historical -patterns. of. past decades should "be 


| abolished, it is argued, and the factor of obsoles- ; 


‘cence should be recognized. . 


|. , Depreciation on: ‘Replacsinent Gost - 
| The New York State Public Service Commission 
| has refused the New York Telephone Company's 
request for a percentage of profit on the repro- 
duction cost of its equipment, its unanimous 
decision being that such.a base would not be 
accurate enough to justify an increase: This was 
| the reverse of a recent Public Service Commis- 
| Sion decision in Indiana. 
Professional Responsibilities 
Mr Wm. P. Hutchison, Cp a, urges practitioners 
to accept responsibility for instilling in their staff 


the desire to make their contribution to the pro- - 


| fession through committee service, writing articles, 
, delivering speeches or undertaking the technical 

. research required. in any profession. He feels 
that some firms have developed special techniques 

. but have not published the results for the benefit 
of the profession, though the position is improving 
since the American Institute of Certified Public 
Accountants is itself disseminating such informa- 
tion. 

. Mr Hutchison quotes the results of a question- 
naire sent by the Institute to all accounting 
offices in May 1956. He says the national median 
annual income for principals under and over 35, 
respectively, is from $7,500 to $10,000 and from 
$12,500 to $15,090; for certified staff men from 
$5,000 to $7,500 and from $7,500 to $10,000. For 


staff men with about five years’ “experience the 
national median was froni $461 to $485 per month 
and, 1n offices with ten or-miore certified public 
accountants, $486 to $510 per month. The median 
national average starting salary for inexperienced 
graduates hired within the past year was; lie says, 
from $286 to $310 per month and, in'thé larger 
cities with more than ten C.P.A.s, $311 to- $335 
per month, while a “supplementary questionnairé 
has shown, somewhat. “higher QUEUE in the latter 
part of 1956. ` 

Mr Hutchison thinks the median averages low 
and that it is quite alarming that a SESCH 
EES are under . the median. - 


Professional Schools of Accounting. 


There are indications, says the editorial, that 
schools of business administration may give less; 
rather than more, attention to preparation for 
public accounting, in which ‘case professional 
schools of accounting must be set up separately. 
But such schools will not appear, it. continues, 
unless the accounting profession takes active - 
steps to bring them into being, through: co- 
operation with the deans and professors of 


accounting, with scholarships and the endow- 


ment of professional chairs at leading colleges 


and universities. 


A special committee appointed by the American 
Institute is said to be seeking constructive 
suggestions from the whole profession. D 


Audit Deficiencies 


Mr John W. Scott, Assistant Chief, Biti 
Operations and Loans Division of the Rural 
Electrification Administration, lists the following 
among deficiencies in audit reports by certified 
public accountants, - presented in support. of 
requests for loans. Unqualified reports have been 
submitted where the auditor has been unable to 


reconcile cash, accounts receivable, materials 


and supplies or work in progress accounts, and 
where large amounts. were held. in 'suspense' 
accounts. Some reports have been ambiguous. 

. It is surprising, also, says Mr Scott, how many 
audit reports are undated, while more and more 


are unsigned. He says the R.E.A. is coricerned 


about the quality of the audits and comments 
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that, when the fee is $200 or so, 'perhaps the 
‘borrower has bargained too well for i its own ood. 


NA A Bulletin (National Association d 
Accountants), ` 
New York, November 

Capacity Costing _ 
As an alternative to the normal absorption costing 
and the often advocated’ direct or marginal cost- 
ing,, Mr R. Kendell Jones, head of the cost 
accounting section of the Upjohn Company, 
Kalamazoo, Michigan, proposes capacity costing. 
‘All variable costs, as in direct costing, plus. that 
‘proportion of fixed expenses which the volume of 
production utilized bears to.the attainable capac- 
ity, are absorbed in product costs. This has, 
says Mr Jones, the direct costing advantage of 
‘stabilizing product costs. Also, since only: ab- 
normal or unused fixed costs are excluded, 'the 
valuation. basis is an acceptable accounting prac- 
tice, unlike direct costing as yet. Unused or idle 
capacity is highlighted, for management as to 


areas and cost. The disadvantage is the time- 


consuming task of accurately estimating attain- 
able capacity, but Mr da shows how this can 
be done in practice. | o 


The Neo York Certified Public Geer 
New York, November . 


Financial Reports and the Secures: 
. and Exchange. Commission 


Mr J. Sinclair Armstrong; former chairman of 
the Securities and Exchange Commission, says 
the Commission early adopted a policy of relying 
on the independent accountant for adequacy of 
the audit of a registrant company's accounts. 
‘An exception tending towards codification of 
‘auditing standards was the Commission’s ‘Mini- 
‘mum audit requirements’ for brokers and 
‘dealers in securities. The number of defalcations 
and the evidence that many accountants who 
‘audited such. firms’ accounts. were unfamiliar 
.with: brokerage accounting and auditing, led to 
the American Institute’s audit case. study and 
‘later to its booklet, Audits of Brokers or Dealers tn 
‘Securities and, Mr Armstrong says, the Commis- 
sion. is waiting to see what effect the latter has 
on brokerage auditing practice. 

' Though the chief accountant stated that the 
Commission would, consider. the elimination of 
the: minimum audit. requirement from its rules, 
“Mr. Armstrong thinks the interests of customers 
of brokerage firms ee e that this should. not 
be done" ~ ) 
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-In the case of statements filed under the 
Exchange Act, says Mr Armstrong, it is the 
" Commission's policy to encourage foréign ac- 
countants to follow American standards of 


.auditing and accoünting, and where they are 


filed under the Securities Act this is an absolute 
requirement. Otherwise there would be a double 
standard for reporting by WEE and foreign 
jssuers. — - 


The Canadian Chartered Seet 
Toronto, November ` 


: Modern Auditing . 

Modern trends put a greater and greater premium 
on the auditor's good judgment, says Mr Howard 
I. Ross, C.A; yet it is not his impression that 
Canadian accountants do less routine work than 
formerly. How many of the hours spent in the 
average audit, he asks, advance the auditor to- 
wards formation of his opinion?. He says there 
should be more analytical audit work and he 
suspects. that such as there is 1s often done at the 
wrong part-of the-audit, for the earlier it is done 
the more effective it will-be.as a guide to the 
auditor in making inquiries. 

Taking accounts receivable as an example, 
Mr Ross says that much time is often spent in 
listing amounts which can have no effect on the 
provision for bad debts.: He thinks probably too 
little time is spent on accounts payable, for 
which direct confirmation is perhaps just as 
logical as for accounts receivable, which generally 
require it in North America. . | 


Joint. B .Gom.-C.A. Programme in 
. British Columbia 

Professor C. L. Mitchell, c.a., of the University 
of British Columbia, reports on the scheme 
which.enables a student with junior matriculation 
to earn a B.Com. degree and gain admission to 
the Institute of Chartered Accountants of British 
Columbia .in.slightly over six years, paralleling 
the time required by the legal profession.. After 
one full year.at the university the student spends 
six summers, from May 15th to August 15th, in 
full-time study at the university, and the remain- 

ing months, for five years, under articles in the 


cad of his principal. - 


hii oru 


four years twenty-nine students from fourteen 
firms have. chosen this method of ‘study, says 
Professor Mitchell, and their academic record. is - 


well above that of: ne ais winter: Ge 


student. i. ues. Roo Eë 
a 
* 


! 
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Tax Planning for the Smaller Business E 


ENJAMIN FRANKLIN expressed the view 


that: 


‘in this. world .nothing can be said. to Eus 


"M J. D. WELLS, A.C.A. 


certain except death and taxes’. 


| But anyone who has attempted to make sense out of 
— shall we say — Section 46 of the. Finance Act, 1940, 


would agree that progress since 
the end of the eighteenth century 
| has been such that we have at 
ees succeeded in taking the 
| certainty out of taxes. ` 


The job of the tax planner lies. 


|in the application of the un- 
| certainties of our existing tax 
code, as embodied in the statute 
and case law, to.the future 
| conduct of his client's affairs — 
| in this case his.business or com- 
pany..The tax planner's aim is 


to assist his client in shaping his 2 e 
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plans for the progress and kis 


| development of his business in 
peii ey do ee Un tue 
minimum tax liabilities. Tax, in 
| this context, generally means not 
| only income tax and surtax but 
| also profits tax, estate. duty and 
| stamp duty. 
| 
j 


| "Ethics ` 
At this stage it might be relevant 


to digress from my main theme 
to refer briefly to the important 





| are, I i 


however unappreciative the. 
Inland Revenue or his fellow. taxpayers may be of 
his . ingenuity, “he cannot be compelled to pay an 


increased tax.' 


The continuing validity of these words, which wete 
originally spoken some years ago, may, I think, be 
assumed, since they were quoted with apparent ap- 
den in the report of the Royal Commission on the 
axation of Profits and Income. At the risk of over- 
simplification it could be said that the Commission 


An address į given at a rheeting of The ‘Chartered Accountant 
Students’ Society of London on November 18th, 1957. » 
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regarded thé tax Wee ae being legally in the right 
and the.tax evader as being legally in the wrong. 


The work of the tax planner usually lies in 


mitigation or reduction of anticipated tax liahjlities 


rather than in complete avoidance. Notwithstanding 
the ' EE light’ given by Lord Tomlin, the maxim 
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Mr J. D. Wells 


question of the ethics of tax planning. Most of you 
e, familiar with the well-known extract 
| from the words of Lord Tomlin, which runs; 


*Every man is entitled, if he can, to order his 
| affairs so that the tax attaching under the appropriate 
| Acts is less than it otherwise would be. If he succeeds 
| in ordering them.so.as to secure this result, then 
| 


A 
- 
D 
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that discretion is the better part 
of valour has its relevancy from 
tifne to time; in saying this I havé 
in mind that if a taxpayér makes 
a practice of continually taking 
undue advantage of the Revenue 
he should not be surprised to 
find that the Revenue regard. 


him as personà non grata, and 
generally make things as awk- 


ward for him as they can, I find 


Ba t it difficult, if not impossible, to 


produce a satisfactory definition 
of ‘undue advantage’ and would 
Suggest it can only be detected 
by means of a sixth sense which 
the tax. planner develops with 
experience. On the other hand, 
these remarks must not be taken 
as meaning that the occasiori for 


_ firm but polite words with the 


Revenue does not arise. 


Background to Tax 
lanning. 
It is difficult to talk in general 
terms about the solutions to the 


Ds roblems of tax planning, since they depend so very 
gely on individual circumstances. I 8 
‘content myself with drawing attention to some of the 


| therefore 


pitfalls and presenting a broad picture of the back- 
ground against which the tax planner works. "There 


‘will therefore be no startling revelations, and I shall 
probably be of. no assistance to those of you who 
-have a particular problem on: your mind. . 


My recollections of reading tax for; the Final 


examination are perhaps fainter than they should be, 


- bearing in mind that it was less than ten years ago. 
Rightly or wrongly, I have the impression that the 
type of question asked by the tutors and in the 
examination itself was confined to testing one's know- 
ledge of one particular aspect of tax or of one 


particular tax. The tax planner is much less fortunate, 
in that he has to give regard to, and consequently be 
«aware of and familiar with, all taxes which may affect 


.the proposals which he is asked to consider for his 
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client. On the other hand, he has tbe great advantage 
over the. examination candidate in that he never 
moves without à suitable supply of reference books. 

The smaller business and private company, in spite 
of'their size, often present the greatest difficulties, 


partly because the scope for tax saving may not be: 


unduly large, and also because an involved scheme, 
which necessitates suhstantial professional costs and 
possibly heavy stamp duty, would obviously not be 
practicable. No client is going to thank you ‘for 
saving him {roo in tax if your own charges and those 
of his solicitors together add up to a greater figure. 
‘There are obviously limits below which tax planning 
is not a serious proposition. 


Sole Traders and Partnerships 


A business carried on by a gole, trader or a partnership 
is not regarded as a separate entity for tax purposes 
but merely as a source of income for the person or 
partners carrying it on. If the profit or share of it be 
sufficiently large, the owner or partner will find him- 
self liable not only for income tax but also for surtax, 
which is an extension of income tax applicable to 
individuals only. 

So far as income tax is concerned, such profits 
qualify for earned income relief within the new and 
generous — some think over-generous — limits intro- 
duced by the 1957 Finance Act. The practical effect 
of ithis-relief is that, once personal allowances and 
reduced rate relief have been absorbed, the marginal 
rate of income tax on each additional pound of 
business income is just over 6s 7d up to a limit of 
‘£4,005, and about 7s 63d in the £ on income between 
£4,005 and £9,945. That is to say, an individual's 
earned income now has to exceed £9,945 before he 
starts paying income tax at a marginal rate of 8s 6d 
in the pound, subject, of course, to any charges 
deemed to be paid out of earned income. 

However, it is the surtax burden which falls most 
heavily on the unincorporated business -a burden 
"which has not been greatly reduced by the innovation 
in the Finance Act, 1957, of personal allowances for 
'suftax, although the recognition by the Chancellor 
that a case for such allowances exists is welcome. 
‘Before dealing with the measures available for 
reduction of this surtax liability, it is perhaps 
‘advisable to examine some of the practical effects of 
‘the present rates which, as you know, are steeply 
‘progressive. One general result of the introduction 
of the present high rates of surtax has been a marked 
‘reduction in the amount of personal savings by those 
diable to surtax. ‘This probably requires no explana- 
tion, but it has meant in practice that sole traders and 
partnerships have found it difficult to provide the 
‘capital required for development and expansion of 
ici businesses by savings out of current income. 

"This difficulty has been accentuated’ by the rise in 
price levels in the past decade, which has been such 
“as to require a greater amount of working capital for 
‘the maintenance of a given volume of trade. I am 
‘indebted to an article in the National Provincial Bank 
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Review for August 1957, by the finance director of 
Imperial Chemical Industries. Ltd, in which it is 
pointed out that in this country the costs of basic 
raw materials and of wages and salaries have each 
risen in the last ten yeare by an average of 6 per cent 
per annum. If a raw material used by businesses cost 
£100 per ton at the beginning of a year, and a ton of 
the same material cost {106 at the end of that year, 

the sole trader who is liable to income tax at a marginal 
rate, say, of 6s 7d and to surtax at, say, 35 6d will have 
to earn just over {12 profit — i.e. the amount which, 

after tax, will leave him with the additional £6 
required to finance the replacement of one ton of 
raw material ~in order to maintain trading stock at 
the same level as at the beginning of the year. In this 
example the sole trader is perhaps not much worse 
off than the body corporate paying income tax at the 
standard rate and undistributed profits tax at, say, 
75s 2d in the £; but surtax can, of course, be very much 
higher than 3s 6d in the £. 

Surtax considerations, coupled with the absence of 
capital allowances, also make it very expensive for 
sole traders or partnerships to own non-industrial 
property on a long lease. From an examination of the 
reports in the Press of deals in leasehold property 
you will find, particularly in the case of a long lease 
which is approaching its later stages, that the price 
paid is such that an individual purchaser could not, 
out of the resultant net taxed income, provide 
adequate sinking fund instalments for amortization 
of his lease, let alone expect a return on his investment. 
In ing this calculation allowance has also to be 
made for the fact that the income of the sinking fund 
would also be subject to income tax and surtax. 

The sole trader or partner whose wife has income 
in her own right will find that his surtax problem is 
aggravated by the inclusion of her income in deter- 
mining his own total income for surtax purposes. 


While it is not part of the stock-in-trade of tax 


planners to advise their married clients to seek divorce 
in order to solve this particular difficulty, I did once 
hear of a case of an enterprising accountant who 
successfully convinced the Revenue that his client's 
marriage, which had taken place in the United States 
in due accord with local law could not.be ES 
for United Kingdom tax purposes! 


Mitigation of Surtax Burden. 


The Royal Commission considered the question of 
surtax relief for partnerships in respect of retained 
profits and were of the opinion that no practical 
means of giving relief could be advised. It should not 
be overlooked, however, that a closely regulated 


‘scheme for suitax relief on retentions is operated 


under statute for rnembers of Lloyd's. 'T'his involves 
a measure of liability to profits tax, and in view of the 
rather special circumstances 18 possibly not suitable 


for wider application. ` 


The incorporation of a business by its sale to a 


limited cómparny either formed specially for the 
:purpose or possibly a ready-made registration acquired 
S m = 
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to save formation costs — often provides a fair measure 
iof relief, in that profits required for development or 
for maintaining the business can-be retained within 
ithe company without attracting surtax; but I will 
[ave more-to say about this when dealing with 
bodies corporate. i 

| "The professional man or SE often cannot, 
py virtue of their professional code, practise as a body 
‘corporate, but the idea of a service company which 
eist to provide services for partnerships such as 
office accommodation, equipment and staff is now 
receiving much consideration. Several such com- 
E have already been formed by stockbrokers 
and their formation is under review in other pro- 
fessions. It has even been suggested informally that 
the day may come when our own Institute permits 
| members. to practise as bodies corporate with un- 
limited liability. Without further experience of the 
e of such companies, it is a little early to say 
| what their use will mean in terms of surtax relief on 
|profits retained within the service company. Such 
companies are fairly and squarely within the surtax 
. anti-avoidance provisions,.to which I will refer later, 


|. Partnerships retain at least one tax advantage, in 
‘that on a change in their membership by death, 
| retirement or recruitment, they have the.option to 
: be treated as a continuing business provided that all 
the partners or their personal representatives so elect. 
' This option may be valuable if a partner dies at a 
| time when profits are rising and likely to continue 
| doing so after his death. But for the option, the 
closing down and starting up rules for new and 
discontinued business would be applied automatically 
under Section 19 of the Finance Act, 1953, with a 
consequent toll in tax. Conversely, it is possible to 
| take advantage of these rules by the introduction of 
| a new partner when profits are falling and likely to 
| stay low until a previous year basis of assessment is 
| again established. Stockbrokers whose results tend to 
fluctuate with the fortunes of the market are parti- 
| cularly. well placed to take advantage of these rules. 
In timing. such changes, it-is often of importance 
| 'either to carry on the old partnership for a few. days 
| after. April sth or; in other cases, to make sure that 
the change:takes place before that date. 











In those businesses whose accounts are made up: 


| annually to April 3oth, the application of the closing- 
| down rules'can. mean that eleven months’ profits 

escape assessment. Now, if that business started off 
| ina humble way and finished up making quite large 
|'profits, the taxpayer's gain from the application of 
| the:cessation rules would greatly outweigh any loss 
| iarising from: the probability that the profits of the 
| opening yeats formed the basis ef. more than one tax 
| assessment. In other words, tbe Revenue's adherence 
| to the preceding year basis of assessment for income 
| tax, Schedule D, ean provide windfall profits in the 
| shape: of tax-free income for a partnership if. the 
| operation. is-carefully planned. These rules and the 
| option also apply to the sole trader who takes.in a 
partner with:a view to his own ultimate retirement. 
| 
| 
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If the profits of his trade are rising, it would clearly - 
be advisable to opt for assessment on a continuation 
basis, and to do so again on his retirement. The tax 
savings from timing of this sort can be quite spectacu- 
lar when applied to businesses of short duration which 
manage to have one really bumper year's trade. I have 
in mind the possibility that adoption of April 3oth 
as the accounting date can lead to eleven-twelfths of 
that bumper profit escaping “assessment to both 
income tax and surtax. 

. The sole trader or partner with a large surtax 
liability tends, if he has no other form of wealth 
outside his business, to be short of capital. Proposals 
for reducing his tax burden by settlement of Capital 
are therefore not very practicable unless there are 
relatives or a younger generation who can later succeed 
to proprietorship. There would be some income tax 
but no surtax saving fsonrthe settlement of capital in 
favour.of the sole trader's wife, accompanied by her 
introduction as a partner in the business. This might, 
however, serve to tiat the ultimate-estate duty 
liability. 

. Deeds of covenant, not forgetting the possibility 
that the quantum of the annual payment be defined 
by reference to the profits of the business, may offer 
another solution, particularly if there are grand- 
children or other suitable recipients. Two points of 
limited application might be mentioned here in 
respect of covenants in favour of a settlor's infant 
child. In normal circumstances these are not effective, 
owing to the operation of Section 397 of the Income 
Tax Act, 1952. Firstly, such a deel is effective in 
any year of assessment for which the settlor.is not 
chargeable to tax as a United. Kingdom resident, and 
secondly — a pure loophole, which I would hesitate to 
recommend anyone to take advantage of — such a deed 
is also effective for the year of assessment in which the 
child is born. ef 


Surtax on Companies .: 


As long ago as 1922, the Chancellor of those days 
thought fitto impose some measure of control on the 
amount of profits retained by companies which 
previously had not attracted. any liability to surtax. 
This took the form of Section 21 of the Finance Act, 
1922,. which, as. subsequently. amended and now 


reincarnated as Section 245 of the Income Tax Act, 


1952, forms the spearhead of the Revenue attack. 
This section, and the more stringent nieasures deal- 
ing with investment cómpanies, of themselves provide 
sufficient material for a-series of lectures; the principal 


provisionis: that the Special Commissioners. may 


direct that income of a company which is controlled 


-by.frve or fewer persons be deemed.to be apportioned 


among its members for. surtax purposes if that com- 


.pany has not, within a reasonable time after the end 


of the accounting period under review, distributed a 
reasonable dividend to its members. 

I would like to mention that what is reasonable i; in 
dividend policy depends very largely on the individual 


circumstances of the company in question,- and 
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' secondly, that if a direction is made, it referà to the 
whole income of a trading company and not merely 
to that. part of the profits which was unreasonably 
withheld from distribution. The section can there- 
fore be penal in its application, although it is possible 
fo discuss matters with the Special Commissioners 
and obtain their view as to the quantum of distribution 
which they would iggard' as reasonable enough to 
avoid a direction. 

The Royal Commission recommended that ' it 
should be possible for the Revenue to make a direction 
in respect only of those profits unreasonably withheld. 

It is also possible to submit accounts to the 
Special Commissioners under the prócedure laid 
down in Section 252, with a view to obtaining a 
clearance from the Special Commissioners. Once that 
clearance has heen given, no surtax direction can be 
made for the period covereti by the accounts. 

The Revenue's arithmetic, in counting five persons, 
in this context treats certain relatives of partners and 
beneficiaries under a trust or will as one person. It 
is therefore necessary for a company to have at least 
ten and probably eleven completely independent 
members with approximately equal holdings, if it is 
to be outside the mischief of this section, unless it be 
a public company as defined, or the subsidiary of 
another company which is itself outside the section. 
‘These measures are therefore particularly relevant to 
the smaller company which is unlikely to be SE 
on any of these grounds. 


The Chancellor's ‘Umbrella’ 


In spite of these complicated provisions a company 
may still retain reasonable aroha and not pay surtax 
on them. Some of us are a little rusty at the moment 
as to what ‘reasonable profits’ are, since. the full 
force of the law has been somewhat blunted by the 
extra-statutory concession known as the Chancellor’s 
‘umbrella’. In 1947, when the higher rate of profits 
tax applicable to distributed profits was innovated, 
it was realized that there was conflict between 
Section 21 as it then was, which provided surtax 
penaltiés for certain companies which did not 
distribute sufficient profits by way of dividend, and 
the new profits tax which heavily taxed almost any 
distribution. The ‘umbrella’ protected those com- 
panies whose dividend record prior to the intro- 
duction of profits tax had been approved by the 
Special Commissioners, and, provided that the rate 
of dividend was not reduced, subsequent increases 
in earnings did not attract a surtax direction. . 

Later pronouncements made it clear that the 
"umbrella" extended to new companies, but at all 
times the protection could be withdrawn from any 
company which appeared to-the Special Commis- 
sioners to have deliberately taken avoidance action 
or to have distributed profits to its members 1 in the 
guise of capital. 

The ‘umbrella’ has now been put away, and all 
profits earned in accounting periods ending after 
August ist, 1957, are liable to the full-rigour of the 
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Special Commissioners; it is perhaps a little early to 
say how things wil work out but W. S. Gilbert 
would, I think, have had:something to say! 

I should add that any company which suffers a 
surtax direction on the whole.of its profits will not 
also be subject to profits tax, provided that all its 


ordinary shareholders are individuals. Additional pro-. 


visions deal with those cases where the shareholders 
include another body corporate. i 


Profits Tax 
I have already referred to this tax and to the heavier 
rate applicable to distributed profits. Distributions 
for this purpose are the subject of complex definitions 


in the Act and include, amongst other things, divi- 


dends or bonuses on preference and ordinary shares; 
assets distributed o specte, but not bonus shares 
paid up by application of retained profits. In the case 
of director-controlled companies it also extends to 
directors' remuneration in excess of certain prescribed 
limits and to interest or other annual payments made 
to the directors. Such directors would otherwise be 
in a position to withdraw as much profit as they 
desired by way of additional remuneration without 


attracting profits tax at the higher rate. A payment in : 


reduction: of capital is in general not regarded as a 
distribution, but special provisions apply if à bonus 
issue has been made since April 6th, 1949. A premium 
on repayment, as is sometimes the case with prefer- 
ence shares, is now regarded as a distribution except 
to the extent that it has been met from share premium 
account. 

Profits tax is mainly applicable to trades or 
businesses carried on in the United Kingdom by a 
body corporate wherever resident, or to a United 
Kingdom resident company trading abroad. An 
overseas trade corporation as introduced in the 1957 
Finance Act is exempted from profits tax on its 
trading income. Non-resident corporations trading 
here are not subject to the higher rate of profits tax, 
and distributions made by a United Kingdom 
resident company to a non-resident company, which 
holder more than 50 per cent of its voting power, are 
similarly treated. If an American wished to establish 
a United Kingdom company, he would therefore be 
well advised to take up his shares through the medium 


‘of a United States holding company. 


For my own convenience, I have not dealt with the 


-questions of abatement or franked investment income 


and I have assumed in the various illustrations that 
neither factor is relevant. Abatement should not be 
overlooked when dealing with groups of companies 
which include a developing company making small 
profits within the abatement range. Companies in 
this category should be omitted from any notice of 
‘grouping’ election for profits tax. In theory, profits 


tax liability. could be minimized by carrying on 


business through a network of small companies each 
with profits of not more than £2,000 a year, but this 
is not usually practical and there are also anti- 
avoidance provisions, which will be mentioned. later. 
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The Practical Problem 


Distributed profits tax-is now levied at the.rate of 
27 per cent and the tax paid is not an admissible 
deduction for income tax purposes. It is calculated on 
the gross amount of any dividend paid and is there- 
fore equal to approximately 47 per cent of the net 
dividend ~ - quite an expensive item. The tax is un- 
popular for other reasons. The burden of the tax 
payable at the distributed rate on preference dividends 
is in effect borne by the ordinary shareholders, since 
there is no machinery for recovering it by deduction 
from the preference dividend. This is one reason why 
debentures, the interest on which is not regarded as a 
distribution (except when paid to the directors of a 
director-controlled company), are sometimes favoured 
as a means of raising additional finance, quite apart 
from the lower stamp duty. Then there is also the 
potential distribution charge which hovers contin- 
gently over those profits retained in the business 
which have only borne the lower rate, at present 
3 per cent. The measure of the potential distribution 
charge takes no account of profits applied in the 
payment of taxes which are no longer available for 
distribution. 

i Profits tax also tends to create difficulties in those 
family companies where some of the equity is held 
‘by descendants of former directors and the balance 
is held by the present board. Assuming that the 
icompany is: not director-controlled, the. board, as 
individuals, would naturally prefer to draw additional 
remuneration in lieu of a dividend on their shares. 
The descendants, on the other hand, are very 
interested in receiving a dividend; the directors may 
feel that the cost of the additional profits tax attaching 
to such a dividend is not justified. Appointing the 
| descendants as additional directors, even if practicable, 
‘would not solve the problem because the company 








‘would then be director-controlled. A solution may’ 


'sometimes be found in a capital reconstruction, 
involving an alteration of the dividend rights attaching 
to those shares held by the descendants ~ i.e. they 
‘might be entitled to a dividend of up to, say, 1 af 
| cent before any dividend became payable on the 
| of shares held by. the board. Tailoring the company’s 
|capital structure in this way demonstrates the 
flexibility of corporate status, but as a general rule, 
artificial capital structures of this type are to be 
avoided, if only because the particular circumstances 
which call them into being may .not be of long 
duration, . 
| The Royal Commission recommended the abolition 
‘of the two-rate system in favour of a flat rate. This 
was.not well received by the.Chancellor of the day, for 
the differential between the two rates was promptly 
increased in the next Budget. Successive Chancellors 
| have indicatéd their belief that high dividends are 
| i inflationary and have.adopted the higher rate of 
| profits tax applicable to: dividends as a means of 
restraint. |... 

Being somewhat of à simpleton i in. economic matters; 
I. find it, difficult to accept, ES principle that money 
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in the-hands of a company or received by the Govern- - 
ment in the-form of taxes is more likely to be saved 
than if it were to be paid to the individus shareholders 
by way of dividend. ` ` 

Whatever hope there may be yet for the intro- 
duction of a flat-rate system; we cannot overlook. the 
results of the present.tax code. Bearing in mind the 
rate of profits tax attaching to dividends and that the 
recipients are often in the surtàx brackets, it is not 
surprising that full advantage was taken of the 
Chancellor's ‘umbrella’ until its recent withdrawal. 
It is not unusual to find companies with retained 
profits in excess of the current requirements of their 
business, particularly if they have got pasf the 
expansion stage. The tax planner is consulted from 
time to time in connection with schemes for enabling 
the benefits of these retained profits to be received by 
the members in such a form as does not attract too 
great a liability to tax. 

At one time it wag possible to avoid the distributed 
rate of profits tax by applying profits to the issue of 
fully-paid bonus shares or debentures. These were 
usually redeemable after a short term of years. 
Neither the original issue nor the subsequent re- 
payment of capital on redemption was treated as a 
distribution and the members were not, of course, 
liable to tax on the capital sums so received. Section 
31 of the Finance Act, 1951, was intended to stop 
this sort of thing, but the Court of A ppeal's recent 
decision in the case of CLLR. v ` Pollock & Peel Lid 
(36 A.T.C. 105) has shown that the parliamentary ` 
draftsman did not wholly achieve the desired effect. 


A Liquidation and Reconstruction Scheme 


In an address to the Institute's summer course last 
July; Mr A. R. English, A.C.A., outlined a scheme 
for liquidation and reconstruction, involving the sale 
of a company's business to a new company in con- 
sideration for.shares. Provided that the old company 
has had no bonus issues later than April 5th, 1949 
(the date specified by Section 31, Finance Act, 1951), 
it is possible for the members to receive firstly a re- 
payment equal to the nominal value of their shares in 
the old company, and secondly the shares in the new 
company which would be distributed by the liquidator 
in. specie, without any distributjon charge arising. ‘The 
liquidator has, of course, to exclude from the sale to 
the new company sufficient liquid assets to repay the 
members, and it is also necessary for him to make. an 
election under Section 36.(4) of the Finance Act, 1947. 
Ás a result of that election, no distribution charge 
attaches-to the new shares when they are handed out 
by the liquidator; instead, the contingent liability for 
distribution charge, or withdrawal of non-distribution 
relief as it is more correctly termed, which formerly 
hovered. over the old company, henceforward is 
attached to the new company, 

In contemplating measures of this calibre, Section 
32 of the 1951 Finance Act may be relevant. ‘That 


1 *Finaüce for Privately. Owned Businesses’, reproduced in 
The Accountant of August 31st and September 7th; 1957. 
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* section empowers the Commissioners: of Inland 
Revenue to issue directions counteracting the loss of 
profits tax:arising from transactigris which appear. to 
them to be mainly designed, amongst other things; 
t6, reduce or avoid liability to profits tax. Provision is 
made” for the.submission of. details of proposed 
transactions to the Commissioners and for the issue 
of their approval if thought fit. 

Another possibility for the larger private company; 
which does not involve a. depletion of the company's 
liquid: résoutées, is the issue of bonus shares or 
debentures to the: members in such a form that they 
can. be readily.sold to institutional investors such as 


insurance ‘companies. In this/ way the members 


teceive the proceeds of sale as capital, and unless the 
bonus issue takes the form of ordinary shares their 
stake in the equity of the ‘company is not disturbed. 
Bonus issues over £10,008. require sanction from the 
Capital Issues Committee. The ‘gurtax implications 
of the additional dividends ‘should. not be forgotten, 
and as a general rule it would be advisable to obtain 
a surtax clearance for ge pesos in: date 
Prot to the e: issue. - 


Estate Dues Similar Effects. 


The type of problem I have mentioned can be 
accentuated by estate duty considerations, particularly 
where an individual’s wealth consists largely of shares 
ina private company. An estate of this presents 
difficulty to the personal represéntatives in that the 
estate duty liability; which y depends on the 
value of those shares, can only be met.by realization 
of at least part of the holding. The executors are 
likely. to be less ‘advantageously. placed than the 
deceased. was during his. lifetime, in ‘that. in all 
probability, having’ borrowed..a substantial sum to 
pay the duty on the Inland Revenue affidavit and so 
obtain probate, they cannot ‘choose: their own time 
for making the sale. . 

By selling out at least Sd of his holding during his 
lifetime,-the individual-would not only provide liquid 
assets to simplify the difficulties that would other- 
wise beset his executors, but he would also be better 
Gees as regards dispositions for reducing ‘his total 

bility to estate duty. Shares in a private company 
are not. always satisfactory assets if held by widows 
or descendants who are not concerned with the 
current-management of the company. Unless the tax 
planner can regulate affairs very care it is 
possible for there to be a conflict of interest dada 
the family and the management. | 

It is, therefore, not surprising that durae the last 
ten years, many private companies. have been either 
sold to other E companies or, if large enough 
themselves, been floated as public companies. Either 
means enables the individual not only to make some 
sort of estate duty provision, but also to realize some 
benefit.from the retained profits of his company 
without süffeting the sibstantial tax burden He 
by: their distribution. by way of dividend. - 


. Estate Duty: General. 
Having - 
of estate duty, I would like to put the horse after: the 


cart by ‘considering. some: of the general principles 


that the-tax planner has to bear in.mind.- 

An individual's potential liability to estate. duty 
can be:mitigated in at least two.fundamental ways; 
which are often used in S gigas First, the com: 
plete disposal of part of his property by gift. or 
settlement in anticipation of the provisions that the 


individual would otherwise have.made by will; and ` 


secondly, by:converting his retained. wealth into. à 
form which is subject to lower duty, either by. relief 
in terms.of duty such as agricultural property. or by 
exclusion. from aggregation such as growing. timber 
or an assurance policy written under the: ‘Married 
Women’ s Property Act. . z 

- Dispositions in the latter category are. E 


ge Gifts, whether GE or by way of settle- 


ment, have to- have been pertected five years before 
death, except for gifts to public or-charitable purposes. 
These only-haye one year to run before being effective; 
Gifts made-in consideration.of marriage, which als 
attract favourable treatment for stamp duty purposes; 
dre immediately effective, and gifts in the aggregate 
of less than {500.to any one donee are exempt. 
Reasonable gifts: in accordance with the donor’ 8 
normal habits are also exempt, if made From income: 
^ Property removed from aggregation by a gift which 
has run its time not only escapes duty itself, but also 
has the advantage of reducing the rate determined. by 
aggregation applicable to the remainder of the estate. 
If a client's estate appears likely to fall in a duty 
bracket where mana relief applies, it should not be 
overlooked ‘that a gift or other disposition which 
reduces bis wealth by an amount not greater than the 
‘margin’ would:not diminish in any way the net 
amount of his estate after payment of duty. 
. Seemingly small points sometimes have a material 
effect in determining estate duty liability. I have zm 
mind the type of article of association which one some- 
times finds in private companies, specifying in some 
detail the manner in which the price payable for 
shares is to be determined on a transfer. If the articles 
have not been revised in recent years, it is quite 
possible that these detailed valuation provisions have 
not been observed. In practice the price may well be 
determined by bargaining between the parties. In 
such a case the existence of that article might well 
be a source of embarrassment in any negotiations 
with the Estate Duty Office,.if the price contended for 
is lower than that which would.be fixed by the articles. 
- A valuable exemption ‘granted by statute, which 
Should not be overlooked, is that relating to settled 
property which has already borne estate duty on the 
death of the other party to a marriage. If a man settles 
the residue of his estate by will on his wife for life 
with remainder, say, to his children, duty. will be paid 
on the death of the husband, but if his wife. survives 
him, duty. will not be paid for- a second. time on the 
capital comprised i in. the residue of his estate when she 


— 


January 11th, 1958. 


given an ‘indication. of:one -particular effect 


— TEE 


| 

January: Lid 1958 
| 

dies. In these. days- when: income tends‘ to be of 

diminishing value, supplementary provision is-some- 

times made fof.a widow by permitting the trustees of 

the residue to make advances’ from capital at their 

discretion. ‘Care has tò be’ taken,- in the will, 

that capital so advanced is not branded as income in 

the widow’s hands and so subject to income tax and 

possibly surtax. It is also important that the surviving 

spouse should not -have any: aula ae bus d Over 

e fea residue, tes 

` Share Valugtioli 

No: review di this type would: be complete Ee 

reference to Sections 46 and 55 of the Finance Act, 
1940, as amended.. Section 55 provides a method of 

valuation of shares or debentures held by the deceased 


where such shares conferred. control or the means. of E 


acquiring control It is also applicable in certain 
special conditions which are rather ; technical to 
mention here. It does not apply t to shares or debentures 
in which permitted daline have. taken place on a 
stock exchange during the year ended on the date of 
death. The valuation has to be made, not by reference 
ito. open market value as provided by Section 7 (5) of 
the Finance Act, 1894, ia by reference to the net 
assets of the company, including goodwill.. 
Prior to the amendments SE ced by. the 1954 
Finance Act, valuation on the assets basis almost 
invariably próduced a much higher figure than the 
‘open market basis. It was therefore a, fundamental 
point of tax planning that the owner of a controlled 
interest in a private company should attempt to 
divest himself of control so far as practicable. This 
is still true today in a numiber.of cases, but.the 
| position has been changed by the 45 per. cent relief in 
i terms-of duty granted by the 1954 Act, This relates 
|to three types of asset, namely, 
Factories and workshops, which are treated as 
industrial hereditaments, for rating purposes, 
Machinery and plant, - 
Agricultural property, 
owned and occupied by the company for the pürposes 
| of husbandry or forestry. - 
| In determining what proportion of the value of each 
| Share is represented b assets of. these favoured 
‘classes, liabilities are. Ee from. the other assets, 
; but secured loans have to be deducted from the value 
of the assets included in the security. This indicates 
Jo the tax planner that if a client company possessed 
| two freehold properties worth {20,000 each, only 


one being an industrial hereditament, and it being ` 
desired to borrow {10,000 on mortgage, then from ` 


the mo e to be secured on the non-industri 
property (Section 3x (6)). 
Several of the authorities suggest that the valuation 
S the shares of a subsidiary, controlled by a parent 
pae which. is itself being valued under Section 
55, have to be-valued under the ‘open market’ pro- 
visions of- the 1894 Act. My own view is that the 
Estate Duty Office: would contend: for:a Section: 55 


: an estate duty point of view it would be desirable for 
| 
| 
! 
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basis to' be applied to the valuation of the subsidiary i 
also.. Otherwise: the existence of a -holding-company 
would be a reliable defence against a Section: 55 attack 
on.any subsidiary ` 
: Section 46 is mandatory in in its terms, buti it has eoi 
stated: by the. Revenue that they’ will only üse it in 
cases where there has been estate duty avoidance. The 
supporting sections and schedyles are of possibly 
unparalleled complexity, but it was originally aimed 
at schemes designéd to allow an individual to divest 
himself of. his shares and'debentures in.a controlled 
company without a corresponding loss of income 
from the company. Section 46 provides that. in ‘such 
cases a slice of the assets of the. company: may be 
deemed: to pass-for estate duty..purposes. Any duty 
pau. falls on the company itself. 
n.recent years Section 46 has been used in cases 
where advantage had Weer taken by the deceased of 
the decision in Attorney-General v. Oldham (19 A.T.C. 
370). That decision has been negatived by Section 
38 of the 1957 Finance Act. The-facts were that the 
deceased had made a gift of shares within five years 
of his death and the company had had a bonus issue 
after the gift had been made. The donee therefore 
possessed at the date of death not only the original 
shares comprised in the.gift but also the subsequent 
bonus issue. Only the original shares were deemed 
to pass. - 
. The Disappearing Trick . 
Section 38 of the Finance Act, 1957, also. put a 
stop to the “disappearing trick’. This consisted. of 
making a gift of a dated stock due shortly for redemp- 
tion, vd de e decision in Strathcona v, C.I.R, 
([1929] (S.C )) - the dead race-horse case ~ such 
stocks were regarded as being no longer in existence 
at the-date of death, provided that the donor survived 
the redemption date, and therefore not liable to duty. 
Similar treatment was afforded to a gift of shares in a 
company which was liquidated between thé date of 
gift and the date of death. It remains to be seen 
whether Section 38 will succeed in subjecting to. duty 
the amounts received by the donee from the EE 
in such circumstances. 
ue estate duty consultation may proces on these 
es: 
(1) The tax planner must be informed aa ro his 
client's wishes for the disposition of his property. 
. (2)-If the client is of uncertain mind as to the 
disposal of his estate, a discretionary trust may 
be relevant. 
(3) The tax planner wil then "make" recom- 
- mendations- to his client as to: the. means 
available for reducing his estate. The extent to 
: "Which property is disposed of i$ a matter which 
the client, elf will probably wish to décide. 
(4) When the client has decided which. recom- 
mendations to. adopt, the time has come to 
"consult. his solicitor, if indeed this has not 
* already been done. "The amount at stake will 
"almost certainly justify counsel’s opinion and the 
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‘documents will probably be settled by counsel. 
(s) If a will exists, it may well have to be revised 
to take account of the dispositions made. 
(6) When the dispositions have been made, the tax 
.. planner should make periodical reviews in the 
l light. of new: SE and changes in his 
client's wealth. 


Conclusion 
At this point my review of this extremely — 
subject ends. Mac are several things such as retire- 
ment pensions, hat’ schemes and professional 
-goodwill which I qe not dealt with, and other 
impértant subjects such as overseas trade corpora- 
tions, have barely been mentioned. I would also 


Weekly Notes 


More New Year Honours 


I5 our last issue, it was our privilege to congratulate 
those members of the profession whose names 
appeared in the New Year Honours List. We should 
now like to congratulate also, Mr R. S. Borner, V.D., 
A.C.A., A.C. W.A. , Secretary of the Chartered Auctioneers’ 
and Estate Agents’ Institute, and Mr V. J. M. 
Kendrick, A.C.W.A., who both received the O.B.E. 
Mr Borner was secretary of the Land Agents’ 
Society from September 1947, until October 1957, 
and from 1936 to 1946 ~ with the exception of the 
war. years - he was with Messrs Peat, Marwick, 
Mitchell & Co. Mr Kendrick receives his honour 
for services as civil assistant to the senior superin- 
tendent, Royal Ordnance Factories, Woolwich. 
Other members of the profession to receive the 
M.B.E. are Mr E. T. Denton, B.A., J.P., F.C.A., à 
partner in the firm of Edward Denton & Son, 
Chartered Accountants, of Liverpool, who is a 
member of the committee and hon. treasurer of the 


Forces’ Help Sociéty and Lord Roberts Workshops, ` 


City of Liverpool, and Mr H. E. Fairbank, A.8.4.A., 
Borough Treasurer of Lewisham and hon. secretary 
of Lewisham Savings Committee. . 


The Irish lristitüte's Examinations 


"T the examinations of The Institute of Chartered 

-Accountants in Ireland, held in November. 1957, 
a total of 163 candidates sat; 71 (43:6 per cent) of 
these. were successful and 92 (56: 4 per cent) failed 
to. satisfy the examiners. 

There: Malis 6s candidates for the Final of ion 
26 (40 per cent) passed and 39 (60 per cent) failed; In 
the previous Final examination, held in May 1957, 
51 per cent were successful. "The First Place and the 
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warn you that no subject has been dealt with 
exhaustively and that reference should be made 
to one of the authorities for the complete story. 

Nevertheless, you will, I hope, have gathered some: 
idea of the difficulties caused by our present tax 
system. The three chief offenders are surtax, profits 
tax and estate duty. According to the statistics 
published by the Commissioners of Inland Revenue 
in their 98th report, these three taxes contributed 
in total just 20 per cent of the duties collected by the 
Board of Inland Revenue in 1954-55. ‘These duties 
do not include purchase tax or duties on tobacco, 
alcohol and petrol; so that simplification of these three 
taxes, accompanied by a reduction in rates, would 
not, I think, be a-national catastrophe. 





Arthur H. Muir Memorial Prize were won by Mr 
Alexander Jerome Spain, B.coMM., of Dublin. Mr 
Francis Fenton Carthy, B.COMM., of Dublin, ed 
second place and Mr James Francis Doni of 
Maynooth, County Kildare, came third. . 

In the Intermediate examination, there were 73 
candidates of whom 43 (59 per cent) passed and 30 
(41 per cent) failed. Passes in the May 1957 examina- 
tion were 28 per cent. The First Place and the John 
Mackie Memorial Prize were won by Mr David 
John Dillon, of Dublin; Mr Laurence Buntin : 
B.SC.(ECON.), of Belfast, gained second place and 
Gordon Shirley George Lewis, of Stillorgan, County 
Dublin, was third. 

In the Preliminary examination there was a total 
of 25 candidates of whom 2 passed and 23 failed. 

The full list of successful candidates, together with 
a summary of results, is published elsewhere in this 


issue. 


Changes at the Treasury 


E conceive it to be no part of our function to 
take sides in the political arena, but we do feel 
that at this stage in the battle t inflation, there 
can be no concessions and no giving of quarter. Said 
The Times last Tuesday: 
‘It is only . . . too clear that the future of sterling 
- depends on an effective curb on public expenditure, 
and all those who have ever succeeded in putting an 
effective curb on expenditure, know full well that the 
only means is to set strict limits and.to stick to them.' 
In this we concur and it is for these reasons that we 
regret the circumstances.which have led to the resig- 
nation of Mr ‘Thorneycroft as Chancellor of the 
Exchequer. During. his short tenure of office at the 
Treasury, Mr 'Thorneycroft showed himself to be a 
man of courage and resolution. It seems a pity, there- 
fore, that the progress which has undoubtedly been 
made in stabilizing the £ during the past few months 
may. not continue under his guidance. . . 
Mr. Derick: : .Heathcoat Amory, who. bud the 
Ministry of Agriculture to become „the; new. Chan- 


January 11th, 1958 


THE a 
anuary Lith, ACCOUNTANT. 41 


cellor o of the Exchequer, bas been Member of Parlia- 
ment since 1945 for the Tiverton division of Devon, 
Educated at Eton and -Christ Church, Oxford, he 
was in the textile industry, and a banker before 
entering politics. He was Minister of Pensions; 1951 
to 1953, and Minister of State, Board of Trade, in 
1953-54, before becoming Minister of Agriculture 
and Fisheries, He is 58 years of age. 

| Mr J. E. S. Simon, Q.C., M.P., formerly Joint 
Parliamentary Under-Secretary, Home Office, has 
been appointed Financial Secretary to the Treasury 


in place of Mr Enoch Powell; who resigned with Mr 


Thorneycroft. . 

The post occupied by Mr Nigel Birch, Economic 
secretary, who alee resigned, is not for the present 
being filled, the official statement announcing that 
the Paymaster- General, Mr Reginald Maudling, will 
in future assist the Chancellor of the Exchequer over 
fhe whole range of economic matters, besides his 
duties in connection with the European Free Trade 
E 


d E of Commerce and the Budget 
Te current practice of budgeting for a surplus is 
criticized in the Association of British Chambers 
of Commerce’s annual letter to the Chancellor. The 
Association recommends trying an alternative course 
to check inflation, namely, limiting taxation to the 
monies required to cover current: expenditure, leaving 
capital expenditure below the line to be financed by 
loans issued on the market and not drawn from the 
banking system. This course, it is thought, would 
demonstrate the Government's confidence in itself 
and strengthen rather than weaken confidence abroad. 
The creation of the common market and the possi- 
bility of a free trade area in Europe are seen as 
pressing reasons for reviewing the United Kingdom 
tax system, the repressive 23. of which may well 
| The À this country's competitive strength. 
' | The Association looks for the implementation of 
more of the recommendations of the Royal Com- 
. mission on the Taxation of Profits and Income. It 
makes six specific suggestions for the stabilization of 
. profits, namely, reduction of the tax on petrol and 
| oil as a way of reducing delivered costs; removal of 


i 
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ipurchase tax from producer goods; reduction of 
standard and lower rates of income tax; adoption of 

| ithe Royal Commission’s recommendation of a flat 

| rate of profits tax;. adjustment of depreciation 

: allowance to fall in money value (here attention is 
‘drawn to the more liberal practices elsewhere in the 
‘proposed, free trade area); and improved viability of 
be small private company by valuing shares for 
death duty purposes on the basis of their market 
price, It is suggested that an inquiry of a wider 
‘character than the departmental committee which 
‘gat in 1953 should be set up to examine the economic 
effects of estate duty, with special reference to its 
| damaging effect on businesses which might otherwise 
develop into valuable additions to the productive 
capacity of the-country. -~ 


| e 
| 
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- Planning for Profit. - 

HE main theme of the recently-publislied pam- 

pblet! of The Association of Certified and 
Corporate Accountants — briefly referred to in a 
leading article of our issue of December 28th, 1957 ~ 
is that each business concern should establish a 
standard of profits against which to compare actual 
results and that, in fixing thp target, every care 
should be taken to ensure that the profit anticipated 
bears a reasoned. relationship to the capital employed 
in the concern. 

The technical research committee of the Associa- 
tion, which was responsible for the preparation of 
the pamphlet, starts off by defining the terms. profit" 
and is employed’. The first it describes as — 

. . . the excess of income over expenditure on 
revenue account when the ingredients*of income and 
expenditure consist only of non-exceptional items, 
(a) related to the period under review;.(b) over which 
management can exercise control, and (c) which 
include provision for maintaining real capital intact'. 

Capita! employed is assumed to be — 

. the whole of the assets which have a value to a 
business, less all liabilities except liabilities to the 
owners of the capital employed’. 

The important proviso is here, made that,.in cal- 
culating the total, the balance sheet values of the 
constituent assets and liabilities should be translated 
where necessary into current monetary values. 

Proceeding from these premises, the committee 
reviews the methods’ generally recommended for 
setting up a profit target. Consideration is given, 
first to the part played by'sales forecasting in fixing 
the prófit potential and then, successively to the 
ascertainment of the minimum level of profit re- 
quired in relation to the capital employed and to the 
setting of the final target taking into account evéry 
earning factor the concern can deploy. The deter- 


 mination of thé capital employed in the business is 


next discussed and especial emphasis is again placed 
on the necessity of substituting current for historical 
values where required só as to give a realistic figure 
of the investment needed to keep on making the 
envisaged profits. 

The final section of the pamphlet pulls the strings 
together by drawing attention to the adjustments 
which should be made when comparing actual 
results with the profit forecast and three appendices 
contain a practical example which those who can 
follow an argument more quickly in figures than in 
words might find it advantageous to study before 
tackling the text. 

The committee’s apologia- although none is 
needed — for producing the pamphlet is that, although 
the subject is not new, there is a gap in accounting 
literature on the concept of relating profit earnings 
to capital employed. The arguments, although open 
to controversy, are presented with clarity and fairness 


1 The Planning and Measurement of Profit: f Certified an of 
Management Accounting. (The Association of d 
Corporate Accountants. 2s 6d net.) Lb 


42 


and the publication should provide, as the committee 
hopes it will; "a useful SCH additional instrument of 
SE control" 


Be "Three- -quarters of the. Fiscal Year 


"HE pattern of the Exchequer returns for the 

first three-quarters of the fiscal year 1s a familiar 
one. Revenue is bubyant, as is usually the case in a 
time.of inflation, while expenditure has also risen. 
Ordinary revenue at {3,1 i7 million has already 
increased by more than the total improvement 
expected on the whole year by the Chancellor of the 


. Exchequer in his April Budget. Both i income tax and’ 


profits tax yields have been buoyant. 
On the expenditure side the position is lesa 
satisfactory. By December 31st; expenditure was 


£8 million ahead of the«figure for the same period . 


last year and this advance has not been due to the 
cost of servicing the national debt (which would be 
expected to be very expensive since the increase in 
Bank rate in September) but to other Government 
outlay. The least satisfactory showing in the accounts 
is under capital outlay. Net capital expenditure has 
increased by {110 million to £452 million, compared 
with the same period in the previous fiscal year. Some 
of this increase compared with the last year is due to 
the small spending by the nationalized industries in 
the early months of the 1956-57 fiscal year. 

The overall deficit works out at [896 million, 
compared with £926 million in December 1956, and 
allowing for the big changes which the last quarter 
of the fiscal year may bring to the total year’s out- 
come, it is possible that the actual figures for the 
year may be close to the Chancellor’s estimate. It 
would not seem at this stage that the national accounts 
will provide any start surprises on Budget day. 
It will be very remarkable if the recent wide dis- 
crepancies between ‘estimates and outcome in the 
annual Budget (even if the outcome has been much 
better than the estimates) will be tepeated this time. 
This fact should leave the field clear for the prepara- 
tion of a Budget based on economic considerations. 
There are a number of key decisions to be made not 
later than April on whether the economy should be 
stimulated in 1958, especially by the encouragement 
of industrial investment. 


` Towards a United World. 


Tue march of world events quickens with the 
passing of the years and the present century, 
judging by its historical record to date and by.the 
shape of things tó come, appears to be heading for 
soitle tremendous elimax. What that will be depends 
on'tlie temper and sanity of the leading powers, but 
thé range of possibilities extends ftom all-round 
“annihilation to. the establishment of a permanently 
peaceful world presided over by óne government. To 
Prepare. thinking citizens Tor the latter and much 
more. desirable eventuality is the object of ‘The 
Federal Educational and Research Trust (of which 
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‘Towards a Supermarket, b 


January-11th,, 1958 


Mr Lawrence Robson, F.C.A., F.C.W.A., is a member 
of the Council of Patrons and Mr B. D. Barton, M.A., 
A.C.A., is honorary treasurer) and, in the first two 
booklets of a series entitled Where Do We Go From 
Here? — Britain in the Second Half of the Twentieth 
Century, it makes a noteworthy. contribution towards 
this end.1 

Sir Cecil Weir, who was head of the United 
Kingdom delegation to the High Authority of the 
European Coal and Steel Community from 1952 to 
1955, tells with admirable detachment of the origins 
and objectives of M Schuman’s great plan and how, 
in seven years, it has become a commercial reality. Mr 
Paul Bareau, with the same objectivity, traces the 
evolution of the idea of a European common market 
from its beginnings in the economically uncertain 
post-war era down to the present day. when the 
scheme is on the verge of. maturity. Both writers 
consider the position of Great Britain in relation to 
these European movements and outline impartially 
the advantages and disadvantages of participation. - 

Three more pamphlets are promised — one on 
Atlantic union by Prof. Georg Schwarzenberger, 
another on Britain and the Commonwealth, by the 
Rt. Hon. Patrick Gordon Walker, M.P., and a third, 
a review of Britain in the second half of the twentieth 
century entitled Forty Years On, by Barbara Ward 
(Lady Jackson). If these are of the same standard as 
the essays by Sir Cecil Weir and Mr Paul Bareau 
and get the circulation they deserve, then a most 
effective blow for the furtherance of better inter- 
national relationships will have been struck... i 


Friendly Societies in 1956 ` 
STATISTICAL summary included .in Part 1 
of thé Report of the Chief Registrar.of Friendly 

Societies shows that the total membership of the 

registered societies and other bodies with which the 

Chief Registrar is concerned. increased from 

155,140,000 at thé end of 1955 to 155,219,000 at the 

end of 1956 despite a decrease of 370 in the number 


of societies concerned. The aggregate funds; represent- | 


ing broadly the combined savings of the members 
of the societies concerned, showed an increase of 
4,268 million during 1956 and amounted to £4641 
million at the end of be year. 

Apart from these general statistics, Part: 1. shows 


that there were 2 270 accountants holding general 


B&ppoihtments: as. approved auditors under - the 
Industrial: and Provident Societies -Acts and: the 
Friendly. Societies :Acts and that these auditors 
conducted the audits- of- the: accounts oi over 12,000 
"societies during the year. . 
ntegration - The ne Coal 
and .Steel Community — The Schuman Plan, by Sir Cecil 
Weir, K.C.M.G., K.B.E., M.C., and Europe — The Next S 
Paul Bareau (The. F eral 
Educational and Research Trust, each 1s. 6d net). 
! Report of the- Chief Registrar of Friendly Societiès Jor the 
Year 1956, Part 1, Cetera H.M.S.O., 3s net. - - 
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Estate Development 
N interesting view of the working ui an estate 
developing company is seen in the accounts re- 
Sg this week, of Lane Fox & Co Ltd, builders, 
engineers and: public works. contractors, of Norton- 
on-Tees, Sunderland. On the building side of the 
business, the company is engaged on housing contracts 


for the Peterlee Development Corporation (one of 


the new towns). The company also has its own private 


estate at Seaburn Dene on the outskirts of Sunderland, 
| where work, says Mr Harry Lane, the chairman, is 


| 


; year and in addition to the 10 per cent dividend, there | 


| 


H 
i 


proceeding as quickly as possible. 
| Mr Lane points out that in addition to the profits 
from the sale of houses included in the accounts, there 
is a ‘useful appreciation’ in the value of the estate 
itself which is not reflected in the figures. 

| In explanation, he relates how the freehold of the 
estate was bought some years ago at a ‘very reasonable 
price’. The cost of developing the estate in the way 
of roadworks and so on are written off in the accounts 
against the sale price of the houses. In addition, 
however, a ground-rent is created every time a house 


| is sold, but the freehold of the land which gives rise to 
| these ground-rents, is still carried in the balance sheet 


at original cost. 


Trade Investment 


' The trade investment shown under fixed assets is a 


holding of 300,000 2s shares in Heenan, Beddow & 


turmey Ltd, constructional and general engineers © 


(out of that company's present capital of. £67,500). 
he shares were subscribed when that company 


` was formed twenty years ago. The shares were down 


to 15 6d market value at balance sheet date, giving 
22,500 for the investment against £35,000 a year 
previously, Heenan showed a loss for the year- to 


ecu ae 1955, and there was. no dividend. | 


‘Heenan again showed a small loss and no dividend 
in its accounts to November 1956 recently published. 
Lane Fox has assisted its associate financially and 


i 
i 


14,760,534 appears.in the present balance sheet. Lane ` 
Fox has recently agreed to take over an engineering ` 
Mile ban Heenan and its value will be applied to. 


ipart discharge of the debt and the balance, it is stated, 
should be repaid over the next few years as Heenan 
completes outstanding contracts. 

In February 1957, Mr Lane states, a subsidiary 
‘(Hylane Ltd) was offered a favourable price for 


premises at Wakefield by the Ministry of Works, who | 


wanted: them for use by the Post GA The offer 
E accepted. 


. - The sale of this asset with recovery: of part of the 


' moneys advanced to Heenan and the progressive 


development of the Seaburn Dene estate havé made - 


the financial position more liquid during the current 


THE ; 
ACCOUNTANT 


43 


Finance and Commerce - 


is a tax-free 40 per cent distribution out of capital 
reserve account. 


Eleven More Months °° 


This distribution is expected to involve a mena tax 
liability of nearly £15,000, but this, Mr Lane points 
out, is not shown in the present accounts as it does 
not become a liability until the distribution has been 
approved by the shareholders at the annual meeting. 
The distribution, he adds, is exceptional; it 1s not 
likely to be repeated. 

The balance sheet item ‘Blocked account re Lisbon 
contract’ will be noted.*Tht company faces a former 
agent in Portugal who is pursuing a claim for com- 
mission to which the Board think he is not entitled. 
Action in the Portuguese Courts continues and pend- 
ing settlement the company is unable to withdraw 
the money standing to its credit in the Portuguesé 
bank. Full provision, states Mr Lane, has been made 
elsewhere in the accounts for any commission or other 
expenses that the company may have to pay out 
when the credit is eventually released. 

One point in these accounts stands out: the balance 
sheet dated December 31st, 1956, carries an auditor's 
report which was not signed until the following year, 
1957, was all but five weeks gone. The point is not ` 
put in that way to bear reflection on the auditors 
but to emphasize that the figures are eleven months 
old before they reach shareholders. And eleven 
months for a public company is surely far too long. 
It is the Board's responsibility to produce accounts 
and the matter should be dealt with at Board level. Tf 
no improvement is possible, shareholders should at 
least be told the reason. 


The Eagle Eye 


NE of our readers draws attention to the consoli- 

dated balance sheet of Rubber Improvement Ltd 
(November 2nd issue) with the remark that under the 
heading of current assets is shown a deduction from 
sundry debtors of a ‘reserve for bad debts’, 

This, he says, would appear to be contrary to the 
1948 Companies Act, which clearly distinguishes a 
‘provision’ from ‘a reserve’. The only explanation 
for this balance sheet showing ‘reserve’, he says, 
would be if it conforms with the Eighth Schedule, 
paragraph 27, Section 2: 

These little queries serve a useful purpose: in revising 
knowledge of the Act. Bad debts, we should think, is 
oné of the easiest slips made in this connection. 
“Reserve for bad debts’ it always was and to call it 
anything -else, Eighth Schedule notwithstanding, is 
rather like adopting rational ‘spelling: ; the new 
generation takes to it naturally; the old i is ‘liable to 
slip up now and again. It seems kadir Bo that 
Section 2 does apply. x 
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CITY NOTES ` ` 
INANCE for the steel industry threatened by re- 


nationalization 1s currently dominating the new 


issue market. The Finance Corporation for Industry, 
drawing funds from the banks, is £224 million 
available to the South Durham Steel & lron Co, 
which is to raise ghorter term money through an 
increase of up to {10 million in bank loans. A further 
£8: million is to be raised in permanent capital. 
Dorman Long & Co is also drawing on F.C.I. funds 
and Colvilles, the Scottish steel group, is expected to 
offer new stock to the public. 

In other industrial spheres, Convertible Loan 
Stock is still a popular new issue vehicle and 
Richardson Westgarth, the engineering group, is 
raising £34 million in this way. Close on £4 million 
is to be raised by Babcock & Wilcox in a Gees 
debenture and ordinary stock operation. 

"This weight of new money on top of the projected 
£140 million Royal Dutch/Shell issue must press 
down heavily on a stock-market where confidence has 
been shaken by.the Chancellor’s resignation. In the 
foreign exchange market the gradual return of con- 
fidence in sterling has received a setback. Inevitably, 
the foreign exchange-market has reflected recurring 
continental doubts as to the firmness of the Govern- 
ment's resolve to strengthen sterling. 


RATES AND PRICES 
Closing prices, Wednesday, January 8th, 1958 


- Bank Rate 
Mar. 11,1952 ` 4% Feb. 24, 1955 4196 
Sept. 17, 1953 . 8176 Feb. 16, 1956 54% 
May 13, 1954 14 Feb. 7, 1957 5% 
Jan. 27, 1955 | 34% Sept. 19, 1957 7% 


' Treasury Bills 
Nov, rt £6 118 10°53d% Dec. 6 £6 9s 
Nov. 8 £6 11: 8:42d% Dec. 13 £6 os 1:21d% 
Nov. 15 ° £6 118 7:°45d%° Dec. 20 Re 8s 
7 


Nov. 22 £6 9s 571d% Dec. 27 s s'91d% 
Nov. 29 £6 os 2:27d% Jan.3 £6 Gr 6-70d% 
, Money Rates 

Day to day 44-6% Bank Bills l 

7 days 5196 2 months 61-6176 

Fine Trade Bills 4 months 64-64% 
3 months | 748% months 64-6170 
4months . . Rn ` months - 64-62% 
6 months ` . 7$-9976 


Forelgn Exchanges 


New York "^ |. 2°81- Frankfurt - - 11:76—77d 
Montreal 2°78 A Milan 17521-3 
Amsterdam: IO'S Oslo 20:00]— or 
Brussels. 139°774-"82$ Paris 11768—;8 
Copenhagen ` 19:341—35 Zurich 12'25í-0i 

É 8 Gilt-edged 

Consols 2176 471 Savings 24% 64-67 78 # ; 
Consols 4 697% Savings 396 55-65 

War Loan 34% 63%  Savings3?6 60-70 75% 
Conversion, 34% 63%; Savings3% 65-75 7ot} 
Conversion 34%, 1969 821b Treasury 24% , 461 


Funding 3 70 66-68 78}x.d. Treasury 34% 77-80 17% 
Funding TE 59-69 77 Treasury 34% 79-81 71$ 
Funding ding 34% 99-0 99-04 64 Victory 4% 924 
Funding A" 864 Se : : 


LANE FOX & COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET AT 3ist DECEMBER, 1956 
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j Directors. 


HARRY LANE 


LEONARD DAWSON 


January 11th,:1958 
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The Notes on che Balance Sheet of Lane Fox & Company 


Limited apply also to these accounts. 


NOTE :— 


E 


| 
| 


45 


THE 
ACCOUNTANT 


| 


January 11th, 1958 


"t103|pny *jiuwunoozy partaodacou 
, "OD € NOLTYA *IOTISAY 1 


jo soquieiu suge»uco fw Jj OS 'Áqelou) YIM IOP sojJt]p! 
toy seju*diuo- eu jo suOjSiAOJd O43 YIM 92UTpJOOSE ut poi 
jo BUNGIE point oui uip4 Áq2J9u3 YHA YEP SopEjprtqng Hy put Áutduio 94i jo 3unos»v 


‘9561 aques 

913 "En O3 UGA} 
na, 40j sejwjppqng 49430 jo SeaueFay Aq poioAOO UTUI Gi STE SERIO] IPs inq 
3? UMOYS gue sojURdWOT Aurjp|sqng o3 EODUTAPY put uj SiueiuiseAu] "3Un0229 jO 


SALL SAA '$O0q sso jo uoptuiuexe Jno ujoJjj stedds st Zei Os Áusrduio eui Aq 3 


ng ni pus postup Aueduioz * X0j SUT] jo agoud sui jo pus sieys jo aen ot jo ÁpoAj320ds24 A9JA 
oid djuedoid uooq SA JUNO DY Ho) pus 20044. perspijosuo)) PUB aous oou*[tg po3i9)pijosuo.) qns 
s30% put 3goJjd poeitepi[ofuo) pus 3eous souspeg poiep! 


23} ¢ 3* se mpeg s Áueduio aua JO ^ 9[A Am pus enda € PA ways soUs[tg Su put pejjnbel os Jeuusul ey? uj Brol P 
suopturjdxo eus oi Zurpjo2o* put uojsXulloju INO jo 3399 SU 03 pus *uojujdo 4no uj 'Zujo2210; ou 03 12o[qng urdu 
'£oju*tdiuOc eau jo upod Aq pound] Sesto] zuon 
OO”q CY} YIM 2UOUQUISE uj SIE 
UBG SAB 3UnOOO? jo $400q Jo 
BIpojmouy UNO jO 359q au O3 YY suopzuzjdxe pus Vogt au (8 PsujTIge Gary pus *9s6l 


486] 'r2quieAoN uasz 
"puspopuns ‘equey > xuwg PUS|PIP,] 


' epyuri Aedes g xog out]. - 
af pux onJ3 B SA oa se o oke 
uojuido Jno uj *s9jutdujo) 030r 
josuo pexouus oui peüjusxo ote samj BAA. . 


*ojtp Rum uo papuo seed ou3 JO; 3jo4d ou jo Ant Am) put ong 8 SN XO] put 3gO.14 942 put 


sojueduio- oui Aq Pain 


sqq j£ po3itp poi] 





"GELIATI ANVdMWOD ¥ xOd INVI dO 




















Ee 
IO (SEF *S8'0zE3 
d HOSAAvO QuYNOZTI 
*t10329J[C] 
3NYI AYYWH 
s£6'00£ ——— | 929'09T 
"SE et 13*43UO07) voqt] o 3unoooy psxo|g—»turg 3€ y9 TET OS 
HA) ow b. es ae ee aa »uwg 3 USCH 9/0'61 
Zl 2m puer UI UE 3 OCI 
KES OI ** *pi] deuumg g ^oppeg ‘UBUDS}{ woy Ong ES ES 
yost DR? ae "a NN ee soneg d4ur‘si 
992'0% Es SZ: pue] Zupping GO 
TIKITI ** sego s, Ausduio-) au3 Aq paya se (3unoo»t uo 080'06 
muawAed pat 5392014 Ul 5JOAA PUB put uo DOS 
—S13SSVY LN3HHun2 
y09'9 TIS 
SE Eat ** sejueduio?) Krwpprsqns 03 eng 118'14z 
056'69t EC Sg 
Uu sojusdwod Ármjprsqng woj enq $89'88 
SEO gei "UU =F "* 380) IS—SUSUTISOAL] 8£0'861 
—SHINYdWOD AYVIGISENS Ni LSSYSLNI 
(C00"SEF-SS61) O0S'CCJ SEM '9561 '1oquieoeq 
38] E 3€ 3uounsoAu| po3ont) jo enjeA 293 7084—:31O0N 
Blyth 
f gie mee 
DOE — 000'0£ poionb—3ueunseaupepei] —. 000'0€ 
¥99 Leit — ssez WW `"  SPTYSA Joo 900'! 
£05°8 geet 59972. sn3ju1nj 924jO put susuidinb3 ued SEO II 
LOE —t96'v — 6976 Ee s sJujpiing pus purq WE 
—Ssia3ssv aGaxi 
uopeoajda(c] 2502 
JO} uojs|Ao4d 8561 








SUBHWAW FHL OL SHOLIGNV IHL dO LHOdHY 

















[d 
Lio‘ S£ 
"4 oun 01 £opn3$3 Og jo am) ou 33 Zujpreas eut 
pojjsAuoco ueoq CARY [tZniiog uj pjg pus gang . 
—3alON: 
Or*'81! 
£94'L Dan) DugpiAIC pesodojg4 
AI TN VOEE L AQ} UQIJA GJ d 
osS'EOI " ek "* gol par 
—SALUTIEVIT LNaYAND 
* 
. C091 Gelee 'Q 9jnpsups—xs.] awoon] 
—Alnigvr d3usddd' 
rue M 
[eA 3uncoow POH pus 3jo4d 
01£'9 i as pouar 
l "SANS SONSA3U 
Sté - , 
ei o Sie de We (Sy9'£7) uosa Zoe! xt 
siyoud put (per (9561 7290) s1eppousaaus o3 peanqtassiQ 
069'1£ 
00591 '* £uedutos Arsipisqns oi poAreooM 
061'S1 He premioj 3u$no4q ooutreg 
—3AN3S3H "Ted? 
000'S£1 pred. Ain) too Jr jo mueue 000'S/9 
'* ipenss 
000051 `: qose Jk jo soreu6 000054 
PONI : i pesjrouany 


—V.lldV2 3uvHS 


-. 956! "udüHW3O3d IIE LW l33HS JONWIVE 
GELIN ARVdaeOLTCCXOg EN 


Lg OC? 


cd 


Q00'SET 


$361 


uopwuojul 9u3 9A Dun. 
OD IUNE eua JO SIUNOIIT 91M UJ uayt uooq JOU sey pel 
besqns Joj uO|ftAGud IMOYIM JOYI MUNOWE Un eux 
DIA 3UnO2OV FEO] pur 1gOJd poxouus pur gaus sOUTP[tQ SAGE ou poururexo 
doud uoiujdo Jno uj "3jpns 1no-jo sezodind oui 10; Ki*S5929U GIIA jojjoq put 
Áurdujo g Xog SUT] jo JOYS uW au? pe3jpnt aty 9AA 











t, 
i 


January 11th,-1958 


ACCOUNTANT 
































eessen manens d z 
911'427 QWuvAAMOd GAMYWS 38 OL 39NY'Yg 886'S F " 
DON IL ` p t 
QQ SE | uce1au3 Ai|qej| xe] Myosg—snig — — 
£94 xB] 589] %01 JO puepjaiq. pesodoug . 
y EU e? F e : s :3npeq 
*Us'88 Ke l 200) MS i Seet d 
ees en tuncoow pl 19d puemuoj ayžnosq sesuspeg ` Lige ' 
Eo ON OPUS MES "mx ` 
JESZ! ees Ze SS l i | LEFT 
KCL e 3831930] uo 03 o|quinqia31s uopaodoud Oly 
ZEE Co o d e ECH 
UeZU 4 | kk8'91 . 
90£6 S | EE à 
ku RE aidgioac2a1 XE] gutcut 99? — 
098'91 `" £jtoÁ snojAoud uj pa1ajd 
IEEE "UOJ rr menuo uo nyog Eat moi: 
“Nps 
Be "` NOLLYXVL Wualdv HOW “LIN *F8'91 
19761. —— " | 8E8'01 
Sri sel $goJd . = 
Sigg Goen MEE owoouj , SR OI 
f |. PUOQJOY3 DOC [ Jo} uoIstA0Jd 
| e, Sa 
ee ° : NOLLVXV.L OL 1L23fr8ns. LlOYd LIN 789'LE 
SÉIL m= d ARES co a ET eem deit —— o. 
SE — ër  ——— 
LEE e Kale Lid "ms qwuowesseusp CEC'E 
Dk "rr, Ten s ' $99] OSF 
: pi] Aued 
"NO" 3? XOY 9ut jo s1012044q jo uontJeunuioy 
o L'EI = = -SS6'E] ——— 
" 090 € UU SPHA 103044 . : sac 
DT ' s3ujpjing prwOpigg pue sujiy OSL'Z 
081'4 nd 92510 pus keete ier H 20914 211'9 
LA : "ëupibeg pus pury BIZT ` 
"m i " ud. M "Pre paxil jo uonepe1doc, b. cns 
a l S ` . i t: U .- R p i ` SC »npeg. » m " l l * 
Fees > l i oi -. 
GE Sot le oat SS qn. men duusdeg egg . c 
SS ye ** (88015) sucursal opet Dou PUSPIAI ot 
Eigge 7 did : ` srog Sat 'sijold Bupe ckt , 
E P ap 7 4 E C EG OMSIO qot x. V eva ie SPS ek . z Se $61 oe z 
EE 
"Gel "23d wE Q30N3 VV41A—fNDnODOV SSO1 9? 1HOWd QarvanosNo»2 


























isCSHINVIHODO AuVIdISHOS ANV “ALT ANWdNOD ¥ xod ANY 








ee 
L&4'51 





KEE 
I95'6 





SBT 
69% 


etc 


918'1* 











80 





QWvAAMOd GAIYYWD 38 OL JONV IVE D ec 
uoo: Aige x&| mgoig-—m]g — — 
Get X*1 vrai 9601 jo puspyajq pesodoug 
Pp 
60€'99 
Pitas} 3Znoaq ‘ggg: '120u929(] 351€ 38 mueg | L6E' d , 
*PPY 
ci68 ^ 
l Hee ien e[qE12A0294 gi woups = v6 c 
** STÅ Enotanid ut Paad 
-HOO araumen SES uo '3go44d "m ‘s07 
spnpog C i 
NOLLYXV.L YY LdOUd LAN c16'8 
E sol -—— 
Voi ORL AYO : = 
zh XBL WOI ke &z0'L 
;uogJ9qg3 UOMEXB] JO} uolflAOJJ ; 
:33npac] "ENS 
NOILYXYL OL äng L4OUd LEN I*6'S1 
20'S) —— 
Solugd uo Alzjpisqns 03 muaWAEY uopugAqng OETI 
| Go 
punj uorsuag pus operes 3uou92wutjJ S ZETE 
we aoe j ae ee ee 590.) Ok 
TUOPPIOUNWEY ,£101224](] 
ZE — 
"" $9]2149A Joo . ast 
aia 92gjO put qustudinby 'sutj4 AH 
sfuipjing pue pur) £98 
SR poxjj jo uonzpeudoq 
SERES 
— §ta'se 
+. enusow Auedosg  /£9 
i Apoa) TOSTAAD] ORTL waa) PUIPIAIA 000'E =: 
g * 3go44 3ujpua eee — : 
$$6[ . 


n 
D D ' J 
. 
, . > a. D , + * : H 
D à 
WU M AAA SEH a d 


"9861 "W38H323C IJE GIGNA YVAA—LNNODIDV SSO1 Oe LHOYd 


E SE 
G2LIWNIT ANgdMO3 * XOd 3NY1 . 


| 


January 11th, 1958 


pP 


Correspondence 


, Letters must be authenticated by the name and address of 
| the voriter, not necessarily for publication. The Editor does 
| not necessarily agree with, or hold himself responsible for, 
| the opinions expressed. 


mE Decimal Coinage 

Sm, - I thank you for the space afforded to my 
previous letter in your issue of November 16th, and 
Ijam indebted to Mr P. D. Long for his historical 
survey and suggestions (December r4th issue) I 
would, however, appreciate the comments of other 
readers as I feel my suggestion is more simple, 
practical and appropriate when dealing with the still 
considerable rie 2.80 approx.) £. 

Mr Long thinks that Joor is small enough and 
then, the milkman or baker having arrived meantime, 
toceeds to introduce }-cent and even j-cent — some 
decimal! Surely the simple solution is to stop minting 
the Foot and F-002 when they are no longer required 
commercially. He also says ‘please not 2/5ths’ in 
Opposition to'a new coin (not a halfpenny) of 


list, “Le. 1, 2, 5, IO, 20, 50, etc, , 

| This list, to 1,000, is precisely my suggestion and 
' I jagree it is simplicity itself, with the further ad- 
| vantage that we can use existing currency noz without 
complicated coin weight problems. Indeed, present 
coins could be 'stamped' with their farthing value 
for use for years to come — real ‘economy! 

` |I agree that we should do something now, hence 


an i iii Elte, Age, s MM "EEN 
Aus 


the suggestion of an advertised conversion table. 


.Since making the suggestion I have thought that 
our business men and their associations are probably 
no more far-sighted than their Victorian counterparts, 
consequently leadership should come from you, Sir, 


E your readers. 
. Yours faithfully, 


EROS Surrey. S. J. RUDDELL. 


Sir, - Trinidad and T obago run a decimal coinage 
b: sed où our sterling currency. units. The halfpenny 
is a cent, the half-crown is sixty cents, and so on. 
Dollar notes are issued which exchange for 4s 2d, 


i.e. 100 cents. 


KN 


| It. would not be difficult to introduce a similar. 


system here and, as time passes, replace our present 
coins and notes with the usual one, five, ten, twenty- 


five and fifty cent pieces; and dollar notes of various 


denominations. 
l Yours faithfally, 


“Chelsea, SW. | ED OLIVER, 


E p 
" 


2 [1,000ths, while introducing one of 2/1ootbs in his 
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Valuation of Debts 


Sir, — In the issue of The Accountant for November 
3oth, there was a letter from Mr L. W. J. Warren 
relating to the valuation of long-term credit debts 
under what is known as the ' No ottingham scheme’ 
and the basis of valuation was explained by Mr C. 
Romer-Lee in an addendum to that letter. We under- 
stand that in regard to hire-purch4se debts some form 
of official or unofficial basis of valuation has been 
agreed with the Inland Revenue and if such is the 
case, information concerning this agreed basis of 
valuation from your readers would be of assistance 
to us and also we feel sure to other practitioners. * 


Yours faithfully, 
Ss LEWIS, BURRELL . 
London, EC2. & WEBSTER. ` 


[There is no official memérandum with regard to 
the treatment of hire-purchase in traders’ accounts. 
We understand, however, that where a trader adopts 
in his books the method described in the following 
paragraph, the Board of Inland Revenue, subject to 
the concurrence of the Income Tax Commissioners 
concerned, do: not object to its being SE for 
income tax purposes. 

The method referred to is that the total amounts 
payable under hire-purchase agreements entered into 
during the year having been treated as ordinary sales, 
the trader is allowed to charge as a reserve a sum equal 
to the estimated gross profit included in the instalments 
unpaid at the end of the year, any reserve allowed in 
the previous year being brought forward as a credit. 
The estimate of gross profit is arrived at by applying 
to the total amount of instalments outstanding the 
percentage of gross profit shown by the hire-purchase : 
trading account for the year, before any reserve has 
been debited or credited, — Editor. 1 


Charles Winn ie 
SIR, — You were good enough to print (in your 
December 28th issue) my letter replying to your 
comments in the December 14th issue, on certain 
points in our 1956-57 accounts, which you. kindly 
reproduced in that issue. 

Unfortunately, due to typing errors in my letter, 
the word 'as' appeared for the word 'on' and the 
letter ‘s’ was omitted from ‘values’, where I referred 
to your comment on our use of the words: ‘Money 
in use, on basis of assets values used’. No doubt the 
errors would have been obvious to your readers; but, 
if you coüld accord me the further space to correct 
these mistakes, I should be grateful. 

It may-be of interest to your readers to know that, 
since ‘our--1956-57 accounts were prepared, I have 
proceeded still further in the direction of defining 


the capital employed in the business in terms of the 


assets values used: I now have suggestions to. make 
the values to be used. 

The definition (employed in our 195 6-57 accounts) 
of the capital in use in the business as ‘money in use; 
on ‘basis of assets values used’ was: employed as. the 


only way.of making clear the basis on. "which tlie 
- capitat in use is stated. It is not, of course; the actual 
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capital in use, and therefore cannot be so-called to 
distinguish it from. the nominal.capital (as ought to 
be able to be the case). The suggestions I have to make 
concerning the assets values to be used mainly affect 
the yalue.of the fixed assets. Here I know I.shall be 
treading on very controversial ground; but T believe 
I have the solution. I hope your readers will have 
the RESUME of judging this, in due course. 
. Yours faithfully, 
N. K. MOUSLEY, Chairman, 

Birmingham, x CHARLES WINN & Co Lrp. 

Sine - The letter. from Mr N. K. Mousley, chairman 
of Charles Winn & Co Ltd (December 28th issue) 
was not by any means his first that has been published 
since the publication of his company's accounts. 1 
personally hdve studied. both letters and accounts 
with the greatest of interest, and I have little doubt 
that Mr Mr Mousley i is rendering a valuable service- to 
the public i in general and the accountancy profession 
in particular. 

Nevertheless may I, with all due respect, suggest 
that Mr Mousley is taking a certain amount of 
liberty with his shareholders? I have no doubt that 
his time is most valuable, and the great amount of 
care which his letters reveal must be matched with an 
equally large amount of time and energy, presumably 
at the company’s expense. It does seem to me that 
his.company’s profitability is hardly enhanced when 
I can find no trace in his correspondence even of the 
products his company manufactures. 

— It is an oft repeated maxim of costing that one 
should adapt the system (of costing) to the business, 
not the business to the system. In my genuine 
admiration for Mr Mousley, I wonder if he and his 
company are not in danger of being led in this 
direction with their accounts. 

' . Yours faithfully, 
PUBLIC COMPANY SHAREHOLDER. 


City of London Building Society 
SIR, — I was very interested — and indeed gratified — 
to see the reproduction of this Society's latest 
accounts in your Christmas issue of December 21st 
(pages 730—732), and to read your comments on the 
paper, ‘A true and fair view’, by our chairman, Mr 
G. R. Appleyard, F.c.a., which accompanied the 
accounts, Your readers might be interested to know 
we are really the only building society — as far as I 
am aware — whose mortgage interest rate is geared to 
a Government stock (now 34 per cent War Loan in 


lieu. of 2$ per cent Consols), which provides for the 


interest to be charged according to the average 
running yield over the appropriate period (in most 
cases, the period is the year). We claim that this 
ensures that borrowers are charged, automatically, 
the market rate for the period and is therefore fair, 
and ensures that our share. investors receive the 
highest dividend possible comme 
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on our shares, with the certainty we can afford it. 
I would be very willing to send a copy of our latest 
accounts to any of your readers who would like one. 
Yours faithfully, 
A. -G.C. TROLLOPE, Manage and Director, 
_ Tue Crry or LONDON BUILDING Socrrry. 


Eondon Wall, ECa. 


A Multiplication Check 


SIR, — I have been very much impressed by the 
fascinating exposition of the rules governing the 
figures as shown in the article “Visual multiplication’ 
in your December 28th issue. . 

Where no mechanical aid is available, the following 
simple check may be of value. Assume we wish to 
multiply two sets of figures: e.g. SES The 
Geier procedure is: 

2,785 X 
856 


16,710 


. 139,250 
. 2,228,000 


2,383,960 


We can proceed to check the accuracy of this 
multiplication in the following way. 

Add up all figures in the multiplier, viz. 2+7 
--8--5 —22; the sum of 22 is then ‘split and added 
to reduce it to one digit only, i.e. 24-2 —4. 

Next, in a precisely similar manner, we add. up all. 
the figures of the multiplicand, viz. 8-I-5--6— 19; | 
then r--9— ro, the latter becomes x--o—r. . 

We now multiply those two final figures, viz. 
put 

1f we in turn add up all the figures i in the product, 


viz. 2+3+8+3+9+6+0=31, the latter will be-. 


come 3-1 —4. This figure — if the multiplication is a 
correct one -— should be exactly the same as that 
shown above, i.e. 4. 


' Where there are figures with many. digits, say: 


6, 8, 10 or more, this SG check i is an invaluable 
time-saver. 


Yours faithfully, 
South Croydon, ` G. S. PAWSON, 
Surrey. A.C.C.S., A.T.I.I. 


Professional Loss of Profits Insurance 


Sm, — There always seem to be two schools of thought 
over the wisdom of attempting to cover fire losses 


which professional firms may ‘suffer on a | standard: 
«type of loss of profits policy. - 


Architects are particularly Se? in that the 
value of their work appears to lie mainly in the master 
drawings which they dea produced. ` 

Is there not a case for covering the re-drawing cost 
of all plans on a calculated annual basis and not 
having any Ge loss of profits cover at all? ` '-- 


* d H 
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|. MEETING OF THE COUNCIL ` aie 


A eer of the Council of The ldstituce of Chartered 
Accountants in Ireland was held in Dublin on Wed- 
nesday and Thursday, December 18th and rou 1957. 


Attendance 

The President, Mr G. F. Klingner, was in the chair, and 
there were alao present Messrs H. E. A. Addy, John Bacon, 
A: S. Boyd, G. A. P. Bryan, Patrick Butler, G. E. Cameron, 
M. M. Corinor, A. E. Dawson, J. F. Dempsey, James 
Graham, N. V. Ho R. E. McClure, H DP F. Olden, 
H. W. Robinson and D. McC. Watson, with the Secretary 
and the Joint Secretary and 'T'réasurer in attendance. 

Apologies for absence were submitted from Messrs 
Frank Cleland and James Walker, Vice-President. 
| Following the co-option to the Council of the four 
| new Council members named below, Mr John Love 
np also present at the meeting; Messrs Robert Bell, 
oe Bell and R. J. Neely were unable to attend. ` 


Integration 


E hundred and seventy-one members of The Soesti 
of Incorporated Accountants were adrnitted to mem- 
benhi of the Institute under the terms of clause 2 of 
the scheme of iritegration, sixty of the new members 
being subsequently elected to Institute Fellowship. 


| E^ Co-option of New Members of Council 
| 


l. 
The following members were co-opted to the Council 
to fill the four vacancies created by clause 10 of the 
| scheme of integration: ` : 

‘| Mr Robert Bell, F.c.a., Belfast. E 
| ! Mr Mervyn Bell, F, C.A., Dublin, - ; 
* Mr John Love, F.c.a. Dublin. 

Mr Robert John Neely, r.c.a., Belfast. 


"As stated above, MrJ obi Love subsequently attended 
the meeting and was welcomed by the President. . 


Death 


The accidental death on December 8th, UTE of 
William J oseph Kelly, A. CA., Dublin, was noted with 


regret. 
Fellowship 
The following Associates were elected to F ellowship: 


. Crowley, Vincent Conor, Dublin. 7 
Henderson, Geoffrey Thomas, Belfast. 


Associateship in Practice 


The following members were admitted to practice: 
Mr James MclIsaac Millar Madil, Coleraine, Co. 
Londonderry. ' 
Mr Joseph Strato O'Neill, Kampala, Uganda. 
Mr Patrick: Russell, Athlone. 


Resignation 


The Council accepted the resignation from member- 
ship of the Institute of Hugh Denis Strain, a.c.a., of 


Belfast. 
variations, Neveniber 1957- 

The reports of the examiners-on the examinations held 
in November 1957 were submitted showing that in the 
Final examination 40 per cent of the candidates had 
been successful compared with 51 per cent at the 
previous examination; and that in the Intermediate 
examination 59 per cent had passed compared with 
28 per cent in May 1957. In the Preliminary examina- 
tion, two candidates out of twenty-five were successful. 


| °° RESULTS OF NOVEMBER 1957 EXAMINATIONS | 


l FINAL EXAMINATION 
First Place and the ‘Arthur H. Muir’ Memorial Prize 
,, Spain, Alexander Jerome, B.çomm. (Dublin). 
E Second Place 
Carthy, Francis Fenton, B.com™M. (Dublin). 
| Third Place 
i Donnelly, James Francis (Maynooth, Co. Kildare). 
Full List of Names of Successful Candidates 
(in alphabetical order) 
Bowers, Louis Brendan (Blackrock, Co. Dublin); 
Brian Donal (Dublin) Brennan, Stephen Josep , (Dublin); 
Butler, Patrick Godfrey (Dublin); *Carthy, Francis Fenton 


(Dublin); Devitt, Francis John (Dun Laoghaire, Co. 


Dublin); *Donnelly, James Francis (Maynooth, Co. Kil- 
dare); Doorly, John Joseph (Roscommon); Flusk, Bernard 


Patrick (London); Graham, John Stanley (Belfast); Griffin, 


Gerald Rowland (Dub lin); Lewis, Ronald Arthur Cecil 
(Stillorgan, Co. Dublin); McCracken, William Alfred 
ined Wow McGrady, Edward Kevin Gabriel (Down- 
patri o 


ublin); Marsh, Louis Noel (Dublin); Martin, 


|Francis 
ewtownards, Co. 


d 
| dae 


— 


; Brennan, 


Down); Mcllduff, Patrick (Belfast); Me- 
iMorrough, Dermot James (Dublin); ‘Maher, Michael 


Dowg); Murphy, ` David. 


Ignatius (Dublin); O'Neill, Neil Vincent (Dublin); Roe, 
Joseph Patrick (Dublin); Shribman, David Elliott (Belfast); 
"Spain, Alexander Jerome (Dublin); Toney, Brian Fitz- 
gerald (Belfast) Webster, Donald Charles (Limerick). ; 
26 candidates passed. - 
39 pus failed, of whom 3 were wide ST re-examina- 
tion in one subject bye-law 106 
*See also place list above. 


INTERMEDIATE EXAMINATI ON 
First Place and the ‘John Mackie’. Memorial Prize .:. 
.  *: Dillon, David John COMMO E 
E Second Plac 
Bunting, uds LCE? RE 


d Plac 
Lewis, Gordon Shirley KEN (Stillorgan, Co. Dublin). 


Full List of Names of Successful Candidates . 
(in alphabetical order) 2 
peace: William Thomas | Fergus (Enniscorthy, Co, 
Wexford); Boucher, Arthur James Kinnear (Belfast); 
*Bunting, Laurence (Belfast), Davitt, Maurice Francis 
Michael (Dublin; Dempsey, Patrick Vincent (Dublin); 
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Dempsey, Robert Augustine (Dublin); oe David John 
(Dublin): English, Brian Thomas (Belfast); Piyan, Charles 
Joseph (Carrick-on-Shannon, Co. Leitrim); Gilpin, Fred- 
erick Hewitt (Belíast); Jenkins, Thomas (Newtown- 
ards, . Down) Kelly, Timothy Francis (Dublin); 
Kennedy, Philip Edward (Glenageary, Co. Dublin); Kiely, 
Peter Francis David (Songs Co. Dublin); *Lewis, 
Gordon Shirley George 

David Morton (Dona 
Francis (Sandycove, « 
topher Francis (Belfast); 
Merry, Brian Anthon 


hadee, Co. Down); McGoldri 
. Dublin); MacLaughlin, Chris- 
Ma David Gerard (Belfast); 
(Dubli Monahan, Patrick John 
(Dublin; Mooney, Maurice Desmond (Dublin; Moran, 
Francis Ignatius (Dublin); Murray, Bernadette Catherine 
Dub Nichols, Michael John ( lenageary, Co. Dublin); 
e, Liam Lorcan (G lenageary, Co. Dublin); O'Flynn, 
Tent quo (Dublin); O'Hagan, Terence Patrick (Coal- 
island, Co. Tyrone); O’ ,. William Mary ( e 
O'Rourke, Bernard Joseph (Carlingford, Co. Louth 
Owens, Gerard (Dublin); Pounder, Rafton John (Belfast); 
Ryan, Denis Kevin Vincent (Dublin); Scott, William Noel 
(Sandycove, Co. Dublin)" Steel, John (Comber, Co. 
Down); ‘Thompson, David James (Dun Laoghaire, Co. 
Dublin); Thompson, Patrick Joseph (Dublin); Titterington, 
Basil James (Dunmurry, Co. Antrim); Walkington, Roger 


‘THE 
ACCOUNTANT 


Stillorgan, Co. Dublin); McAuley, 
c 


January 11th,.1958 


(Belfast); Wallace, Paul Michael (Blackrock, Co. Dublin); 


Wheeler, Kenneth Graham (Belfast); Whelan, Ronald 
Thomas Owen (Dublin); Wilson, Ernest Henry David 
(Bangor, Co. Down). 
43 candidates passed. 30 candidates failed. 
*See also place list above. 


PRELIMINARY EXAMINATION 
List of Names of Successful Candidates 
(in alphabetical order) 1 
Lonergan, Columcille (Carrickmacross, Co. Monaghan); 
imothy Vincent (Ballinspittal, Co. Cork). 
2 candidates passed. 23 candidates failed. 


SUMMARY OF RESULTS 





Notes and Notices 


OUR NEW EDITOR-IN-CHIEF 


Mr Percy F. Hughes, A.8.A.A., ¥F.C.1.8., has been 
appointed chairman and managing director of Gee & 
Company (Publishers) Limited in place of the late Mr 
Ronald Staples. Mr Hughes also assumes the position 
of Editor-in-Chief of The Accountant, a position which 
Mr Staples held until his recent death. - 

Mr Hughes was secretary of Gee & Company (Pub- 
lishers) Limited for many years and he has now been 
succeeded in that position by Mr Harold P. Kennett. 


THE ACCOUNTANT IN 1883 


During the blitz in 1940, our editorial offices which 
were then situated in Kirby Street, Hatton Garden, 
sustained a direct hit and as a. result, certain of our 
records were destroyed. 

Among the items lost were some early Bound 
volumes of The Accountant. We have since succeeded 
in replacing all these volumes with the exception of 
that for 1883. We should be very glad to hear from 
any. reader who may have a copy of this volume for 
disposal. ! 


PERSONAL 


Messrs Leman, HILL & HILTON, Chartered Account- 
ants, of 7 College Street, Nottingham, ‘announce with 
‘deep regret the deaths, on December 28th, 1957, of 
Mr H. R. HILTON, F.C.A., and Mr E. R. HILL, F.C.A., 
who were partners in the firm for many years. The 
practice will be continued under the same style as 
heretofore by the surviving partners. 


Messrs Bryce. HANMER & Co, Chartered Account- 
ants, of 1~3 Stanley Street, Liverpool, 1, announce 
that Mr David K. ADAMS; B.COM:, A.C.A., who has been 


on their staff for a number of years has been admitted. . 


into partnership as from January ‘1st, 1958. . 


Inter- Pre- . 
Final mediate liminary Total 
Candidates successful.. 26 43 2 71 
Candidates failed <a. “40 30 23 ga 
Candidates sat 65 ga as 163 
Messrs BrLooMgR, Heaven & Co, Chartered 


Accountants, of Dilworth House, 190 Broad Street, 
Birmingham, 15, announce that as from November xst, 
1957, they have taken into partnership Mr JOHN 
"TREVOR CHAMBERLAIN, A.C.A., and Mr JOHN NEVILLE 
GRAY, B.COM., A.C.A. The name of the firm will remain 
unchanged. 

Messrs Macnarr, Mason, Evans & Co, Chartered 
Accountants, of Capel House, 62 New Broad Street, 
London, EC2, announce that as from January rst, 1958, 
they have taken into partnership Mr Ronert S 
RANSOM, A.C.A., who has been associated with. the firn 
for a number of years. 


Messrs W. H. WALKER & Co, Chartered Account- 


| ants, of 42 Castle Street, Liverpool, 2; 50 Athol Street, 


Douglas, Isle of Man, and 6 Iddesleigh House, Caxton 
Street, London, SW1, announce that as from January 
18t, 1958, they have taken into partnership Mr JAMES 
CROOKALL CAIN, A.C.A., who served articles with the 


| 
| 
| 
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firm in Liverpool and who will be an additional resident 


partner in the Douglas office. 


Mr J. A. PLUMPTON, F.8.A.A., announces that he has , 


been joined in partnership by Mr M. G. R. KEELING, 
F.8.4.4., and Mr H. GORDON SMITH, F.S.A.A. The 
practice will continue to be carried on under the style 
of TA. PLUMPTON & Co, Incorporated Accountants, 


| 


| 


at Tudor Chambers, Station Road, Wood . Green, 


* London, N22. 


Messrs COOPER BROTHERS & Co, COOPERS & 
. LYBRAND and TREUHAND- VERBINIGUNG A.G. Wirt- 
schaftsprüfungsgesellschaft, of 8 Wóhlerstrasse, Frank- 


furt-am-Main, Germany,: announce .that they have. 


formed the German firm of Coopers & LYBRAND 
G.m.b.H., with offices at Frankfurt-am-Main, Berlin, 


Hamburg, Karlsruhe, E WE EE 


EE and Stuttgart. 
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| Mzssms Cooper Broruers’ & Co South Africa, 
announce that they have opened an office at Acme 
Building (P.O. Box 1292), Kaiserstrasse, Windhoek, 
B. W. Africa. 

Mr WILLIAM KERN, F.A.C.C.A., of 10 Coleman Street, 

ndon, EC2, announces that he has admitted into 
FE as from January ist, 1958, Mr JACE 
GRAHAME, who has been associated with him for many 


years. The style of the practice is now WILLIAM KERN 
& GRAHAME, 


| PROFESSIONAL NOTES 

Mr Kenneth R. Bond, A.c.a:, has been appointed to 
the board of Radio and Allied ‘Industries, Ltd. 

| Mr C. R B. Townend, M.A, A.C.A., has been 
hppointed secretary of Belling & Lee Ltd, of Enfield, 
Middlesex. . 

| Mr W. Brining, A. GA. has relinquished his appoint- 
inent as secretary of Almin Ltd ‘which he has held 
since the formation of the company in 1945. He con- 
tinues as a director of the company and of its sub- 
gidiary companies, Southern Forge Ltd, Warwick 
Production Co Ltd, Aero Controls Ltd, Pressoturn 
Ltd, and other companies. 

Mr A. E. Roe, A.A.C.C.A., assistant secretary of 
Almin Ltd since 1952, has been appointed secretary of 
the company. 

' Mr J. F. Harper, C.A., secretary of the Bristol 

Aeroplane Co Ltd since 1953, has been appointed 
assistant managing director of Bristol Aircraft Ltd. 
; Mr L. H Gadd, F.c.1.8., A.c.w.a., formerly chief 
internal auditor of the Parkinson Cowan Group, has 
bn appointed financial accountant of Metal Industries 
L 


| E OBITUARY 
ALFRED ELLISON, F.C.A. 


It was with much regret that we learned of the 
eath on December 24th, at the age of 61, of Mr Alfred 
tHison, F.C.A., senior partner in the firm of Bryce 

| Hanmer & Co, Chartered Accountants, of Liverpool. 

' Mr Ellison was born in Cockermouth, Cumberland, 
but he settled on Merseyside after the First World 
War, during which he served in France with the 
Cheshire Regiment. He was admitted an Associate of 
the Institute in 1923 and was elected to Fellowship 
five years later, 

Mr Ellison was chairman of Bennetts of Warrington 
Ltd and of Thomas Armstrong Ltd, of Cockermouth, 
and a director of a number of other companies, 
ihcluding the State Assurance Co Ltd. 

| He was a Freemason and a member of the Liverpool 

xchange Lodge. A keen sportsman, he was, in his 

lier years, a member of the Caldy Golf Club and the 

Hightown Club. 
| Mr Ellison leaves a widow and two sons, one of 

whom, Mr John S. Ellison, M.A., A.C.A., is a partner 

in Messis Bryce Hanmer & Co. 
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| THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


TAXATION AND RESEARCH COMMITTEE " 
The ninety-fourth meeting of the Taxation and 


. Research Committee was held: at the Institute on 


December 19th, 1957, at 2 pm. 


Present: Mr E. N. Macdonald, DEG (in the chair); 
Messrs C. W. Aston, T. Fleming Birch, K. A. Buxton, 
J. Cartner, L. H. Clark, J. B. L. Clark, c.5.., S. M. Duncan, 
A: R. English, E. S. "Foden, G. G. G. Goult, C. R. P. 
Goodwin, S..C. Hand, N. B. Hart, ong, T.D, W. S. 
Hayes, G. N. Hunter, S. Kitchen, G. W. 'Enight, R. P. 
Matthews, G. P. Mie Jones, L L. Pells, C. d: Peyton, A. H. 
Proud, J. D. Reekie, D W. Robe bertson, H. Eden Smith, 


- A. E. Spicer, E. K. Weight, G. H. Yarnell, with the Secretiry. 


Membership of the Committee 
The Committee was informed that Mr A. Rayner, 
B.SC. (ECON. ), A.C.A., had resigned his EE or 
the committee. . 


Standing Sub-Committees 
Reports were received from.the following Standing 
Sub-Committees: - 
General Advisory Sub-Committee. 
Management Accounting Sub- Committee. 
Taxation Sub-Committee. 
Planning Sub-Committee. 


.. Ad Hoc Sub-Committees 
Progress reports on the work of four special sub- 
committees were received. 


Future Meetings 


"Ihe next meeting of the committee was arranged for 


'l'hursday, Fébruary 20th, 1958, at 2 p.m., and the 
following dates were provisionally fixed for SE 
in 1958: 

Thursday, April 17th, 1958 
June roth, 1958 
September 18th, 1958 
October 16th, 1958 
» December 18th, 1958. 
NEDERLANDS INSTITUUT VAN 

ACCOUNTANTS 


ELECTION OF OFFICERS 


At the annual meeting of the Nederlands Instituut van 
Accountants, held on December 2:st, 1957, Prof. 
A. M. van Rietschoten, Mr P. Frank and Mr P. 
Splint retired from the Council and were not imme- 
diately eligible for re-election. 

Dr A.Th. de Lange, Amsterdam, who had been 
Vice-President during 1957, was nominated President. 
Other members of the Council for 1958 are: 

Messrs I. Kleerekoper, EC, DRS., Amsterdam, Vice- 
President; C. Bakker, EC. DRS., ” Amsterdam, Hon. 
Secretary; J. P. Bak, The Hague; K. Baarsen, Amsterdam; 
H. P. de Boer, Rotterdam; A. van Dongen, The Hague; 
E. A. SOHO Amsterdam; E. van der Horst, The Hague. 


JOHN. FOORD & COMPANY 


Telephone: Victoria 2002 (3 lines) ` 


VALUERS AND ASSESSORS 


. OF WORKS, FACTORIES, PLANT A MACHINERY, Etc. — 


| 
| 
: 56 VICTORIA STREET, LONDON, SWI 
| 
| 
| 
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NEW HIRE-PURCHASE LEGISLATION 


The Advertisements (Hire-Purchase) Act, 1957, which 
came into force on. January 1st, 1958, 1s. intended to 
help customers buying goods on an instalment basis 
to see exactly what terms are being offered by the shop- 
keeper advertising detailed hire-purchase facilities. 
It is. the most recent addition to other Acts already 
passed to protect custómers committing themselves to 
hire-purchase or credit sale agreements, - 

Under the Act, traders advertising hire-purchase 
or credit sale facilities are obliged to set out full 
particulars of their basic terms if they wish to give 
details of either the deposit or of the instalments which 
they are prepared to take. This means that they must 
normally state in such an advertisement, in addition 
to the cash price, the down payment, the instalments 
(size and number) and the period of repayment, ‘They 
must not highlight unduly the more attractive items 
in the terms of payment and they must distinguish 
clearly between the terms they offer on hire-purchase 
and those offered for à éredit sale. Penalties of up to 
£100 may be imposed for failing to observe the Act 
which applies to England, Wales and Scotland. 


INSTITUTE OF INTERNAL AUDITORS 
MANCHESTER CHAPTER 
The inaugural meeting of the Manchester Chapter of 
the Institute of Internal Auditors will be held. at 
7.30 p.m. on Wednesday, January z2nd, at The 
Chartered Accountants’ Hall, ae Fountain Street, 
Manchester, 2. 

- Mr W. J. Smith, C.A., ER Dees Regional Vice- 
President of the Institute, will preside and will be 
supported. by Mr J. O. Davies, F.C.Ai, A.C.W;A., the 
President of the London Chapter, until a Presiderit 
of the Manchester Chapter is elected: at the meeting. 


THE SOUTH WALES AND : 
MONMOUTHSHIRE CHARTERED 
ACCOUNTANT STUDENTS' SOCIETY 


The South Wales and: Monmouthshire Chartered 
Accountant Students? Society held their eighth annual 
dinner-dance at St Mellons County Club, near Cardiff, 
on December roth last, when the President of the 
Society, Mr Bernard E. Brown, K.ST.J., F.C.A., presided. 

Among those present were delegates of the students’ 
societies from Bristol and Swansea and many mem- 
bers of the senior society. In the course of a short 
speech, Mr Brown thanked all those who had helped 
to.make the function a success. 

', Preceding the annual dinner of the South Wales and 
Monmouthshire Society of Chartered Accountants at 
Cardiff on December. 16th, the President of the 
Institute, Mr W. H. Lawson, C.B.E., B.A., F.C.A., had 
an informal talk with about 110 students who attended. 
Among those present in addition to the President of 
the: Students' Society, were Mr C. Montgomery , 
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Williams, F.c.A., (local. member of the. Council of the 
Institute); Mr N. W. Sims, A.8:A.A. d chairman of "The 
Incorporated Accountants’ Students’ Society of Cardiff, 
and Mr T. Knowles, secretary, The West Wales. Char- 
tered Accountant Students" dd 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY’ OF LONDON 
The first meetings in the New Year of the London 

Students’ Society will be held during next week: 
Tuesday, 4.30 p.m., in Guildhall, King Street, ECa: Tea 
followed by a meeting to welcome students joining the 
Society on integration and on new articles. Address on 
‘Apprenticeship’, by Sir Harold Gillett, M.C., F. GA. 
, President of the Students’ Society.’ 
Friday: Visit to the National Provincial Bank (limited 
number). 
- 5.30 p.m., in the Chartered Insurance Hall, 20 Alder- 


' manbury, EC2: Lecture on ‘Professional ethics’, by Mr; 


: Bertram Nelson, C.B.E., J.P., F.C.A. (Past President, The 
' Society of Incorporated Accountants). Chairman: Sir | 
' Harold Gillett, M.C., F.C.A. 

Squash v. Metropolitan Police. 
Saturday : Badminton v. E College.. 


j 
MANAGEMENT AND THE ACCOUNTING 


SERVICE 


A course of five lectures, on ‘Management. aud the 
accounting service’ is being held at the City of London 
College, Moorgate, EC2, during February and Match. 

The syllabus of the course will extend. beyond the 
limited field of financial accounting, the principal 
objects of the lectures being to ascertain the needs of 
divisional management and the ways in which various 
types of accounting records and techniques can assist 
in meeting such requirements. 

The lectures-are as-follows: 


February Sth, 1958: “The organization of the accounting | 


service’. 
February rath: ‘Supply requirements including materials 
- control’, 
February roth: ‘Production requirements’, 
| February 26th: ‘Sales requirements’, 
* March 5th: ‘Control of finance’: 


i 


Enrolment forms for the course, for which the fee ! 


is is £2 25, should be obtained before January 2oth, 19 58, 
from the EE of the'College. ` 


WORK STUDY CONFERENCE 


A one-day conference which will survey developments 
in work study during recent years is -being organized 
by the British Institute of Management at Caxton Hall, 
London, SW1, on February 6th. 


| 


| 


- At one of the sectional meetings, Mr H; H. Norcross, | 


speak on ‘Standard labour costing’, 
while duting the course of the day other speakers from 
many different fields will highlight the variety oft uses 
of work study. 
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dubios Remm An there T seems clear from recent Parliamentary answers that the 


any Alternatives to Present Government is not at present giving active consideration to 
Pouey ` Athe possibility of introducing decimal coinage and thé metric 
; "i EE SE «4 . System of weights and measures to this country. This negative 
Ven — SE ot attitude is disappointing for reasons which everyone who views 
A counts ' with despair the trend of world events will no doubt recognize. 
dy W. H. D. Winder, M.A., First and foremost, the hopes of peace on earth becoming a 
56 permanent reality instead of merely a half-hearted Christmas 
Australasian Commentary - catchphrase rest not on the monopoly by one nation or group of 
XXVI nations, of weapons. of mortal destruction but on the universal 
Poa KE SE Brown, LL.B., 6o exercise of certain abstract human qualities. These qualities are 
eos - the possession of all rational and right-minded individuals but 
- NOR x PM the will to use them is often weakened by mistrust. What is needed 
D S ati ane a : ri Ne . "in this sorely distressed world to restore.man's confidence in man 
Members éz is the establishment of common international standards, both 
"SN | ^ moral and material, 80 that misunderstandings which beget 
3 mistrust will not arise. The creation of thése standards would, 
Finance and Commerce - . no doubt, cause much inconvenience but that would be a very 
: | ere GIE Ee Se small price to pay if friendship took the-place of fear as the essen- 
, 1 Zealand Loan and Mercantile ` tial background to all international dealings. 
| Agency Co Ltd — City Notes 65 . — As a start, the adoption by this country of jima coinage 
Correspondence 70 would be a significant step towards the standardization of world 
| a P questus of vn Currencies. It would bring the United Kingdom into line with the 
Accountants in England and .- ^. great majority of nations and would confer upon it the advantages 
veles . ..^ which uniformity offers. News of-the universal tendency towards 
«bruce Bee Meetings a ‘the adoption of decimalized systems of measurements and money 
| Finding and Decision of E comes in regularly. On the first day of this year, a decree of the 
; Disciplinary Committee ^ 24 Japanese Government abolished the climsy mixture of local; 
: Members’ Library 74. ^ American and European’ systems in force for decades. in favour 
Ee ie ied Gs “ofa single metric system of weights and measures. The Japanese 
f, . . Currency was already decimalized. It was heartening to read earlier, 
PUDE Vie cree A also, the letters in our correspondence columns reporting that the 
Awards, 1958 . ^. E colony of Cyprus, despite i its other precccupations, had decimalized 
. Closing Date for Entries 046. ` its coinage smoothly and successfully. . ` 
NI ize 7 a THE PRESIDENT os -THE BOARD OF ‘TRADE has SE to ES the 
Contributions i éxpert knowledge of his department at the disposal of the British 
l aane Par Ceding: Allows. s Association, which is to make an inquiry into the practical implica- 
, ances for 1958-59 , 76 tions of a change-over. to the metric systern, but this gesture, . 
Notes and Notices- "M although welcome, is not enough. The Government’should set up 
| : _ at once 4 committee to consider the parallel possibility of decimaliz- 
London Students’ Column : : ... ing the coinage, not only as an arithmetical convenience but asa  * 
' News.from the London Char- - ^ fundamental contribution towards improved communications 


i tered Accountant Students’ 


: Committee. - Bo 
i a 


` among the nations of the world. : E: 
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Fis e Bises 


ARE THERE ANY ALTERNATIVES TO PRESENT POLICY? 
. — by R. W. SMITH, O.B.E., T.D., F.C.A. 


to time accused of having a vested interest. 
in the complexities of British taxation and’ 


[Tee accountancy profession is from time 


fistal policy. When so many of the most able 
members of the profession are engaged in dealing 
with taxation problems, and so much of the time 
of the rank and file ig taken up with tax work 
there must be some substance in this criticism. 
It is equally obvious that if these resources of 
ability and trained man-power were to be devoted 
to more constructive work. in the sphere of 
practical accountancy and financial advice, much 
greater benefits would accrue to industry and 
commerce and the national economy. | 

- The question may well be asked: Dóes the 


contravention of the law. What justification can 
there be for an exception in the most important 


stewardship of all, that of the nation's own funds? 


It may be questioned i in all seriousness and 
sincerity: Is the accountancy profession really 
fulfilling its duty to the public in allowing this 
state of affairs to continue and in taking no 
positive steps to press for a long-overdue feror 
in the matter of presentation of the accounts of 
the nation? If the directors of a company lay 
themselves open to a criminal charge for failure, 
to present their accounts in a proper manner to 


-the shareholders; and if an auditor who condones 


profession as a whole realize its opportunity and 


take steps to make use of it? There is little 


evidence, . at any rate so far as the general public’ 


is concerned, that 1 it does. 


Shortcomings of National Accounts | 
As a nation we have for generations become 
accustomed to basing our hopes and fears about 
tlie national finances on the annual Budget state- 
ment presented by the Chancellor of the Ex- 
chequer. But for-a nation which has always 


prided itself on the integrity of its financial policy ` 


and impeccability of its fiscal system, the annual 


statement of the national accounts is nothing 


short of a disgrace. It is a statement to which no 
auditor of any standing would be prepared to give 
an unqualified certificate. 

No positive distinction is made between receipts 
and payments of a capital nature and those which 
are purely on revenue account. No provisions are 
made for accrued expenditure or income. No 
account is taken of liabilities real or contingent, 
and no definite indication is ever given as to the 
way in which it.is proposed to utilize a surplus or 
to meet the cost of a deficit. 

Successive Chancellors budget for and realize a 
surplus, and yet the National Debt continues to 
mount higher and higher. Such a misleading 
presentation of accounts in any other form of 
stewardship, be it a body corporate, trust, public 
or local authority, would not be tolerated, and 
indeed in the majority of cases would involve a 


such a state of affairs is liable to face a charge of 


conspiracy or negligence, what justification can 
there be for making an exception in the case of 


. the national accounts? 


"Until such a reform is carried out we shall 


never know with any reasonable degree of! 


accuracy what does happen to the nation's 
finances, nor shall we have sufficiently accurate 
information on which to plan fiscal reform. If 
ever a country needed this, it is Britain paar 

An ill- conceived System | 
The shortcomings. of our national accounts are! 
matched only by the ill-conceived system by which ` 
taxes are levied, amended, increased, and oc- 
casionally reduced to meet what are in the 
majority of cases purely temporary circumstances. 
Every year before the Budget statement, the 
Chancellor. is assailed on all sides by a multitude 
of suppliants imploring this favour or that favour 
merely to suit their own particular cases. Should 
there be an economic crisis, a temporary panic, 
or even a political fracas with the possibility of 
financial repercussions, the Chancellor of the day 
appears to have only one method of coping with 
the situation: to increase taxation in some form 
or other. 

‘When he was Chancellor, Mr Macmillan 1s 
quoted in Hansard as saying, "We shall not 
hesitate to use this. weapon’ meaning an in- 
crease of taxation to deal with inflation. So we 
are faced with the admission that taxation is not 
merely a means of raising the appropriate funds 


to manage the country's , affairs. in „the most 


S 


| 
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ges and expeditious manner, but it is a 
| MN to be used at the whim of the Govern- 
ment. 

"This really takes us right back to the economy 
of the Middle Ages. Coupled with the annual 
haggle over the odd {£100 million that might be 

rved off taxation out of a total of between 
£ 5,000 million and £6,000 million, the whole affair 
presents an undignified spectacle which is quite 
unworthy of a nation which still considers itself 
| to be a leader in the world’s financial hierarchy. 


| Long -playing Record on Inflation 
he long-playing record about inflation and its 
cure has been put on so many times that everyone 
has now forgotten that there could be other, 
possibly more effective, remedies than the 
ppralysing cycle of taxation, restriction, more 
taxation and more restriction. Despite this policy, 
ation goes on — indeed, the value of money as 
we know it has never travelled in any other 
direction than downwards. 

' What then are the alternatives? What is likely 
to be achieved by a reversal of this policy? Almost 
everyone, whether in business or not, regards 
taxation — direct or indirect —as part of their 
costs which have to. be recovered in some way or 
other. A rise in taxation is invariably followed by 
a rise in prices and demands for higher wages. 

The extra 1s on petrol a year ago was a perfect 

pmo Never has there been such a rapid 

ain-reaction. 

| It is the same with income tax. The present 
High rate is exerting 'constant pressure on trade 
and industry to gain higher profits so that just 
d little more may remain in reserve after all 
commitments have been met. Prices are kept up 
Or forced higher, wages follow suit and the spiral 
goes on. , 


-— MEM M M nner 


| Why not 2s 6d off leans Tax P 

What would be the effect of a substantial 
reduction in the standard rate of income tax? 
By: this is meant a reduction of.2s 6d at least. 
So-called tax concessions in the. 1957 Budget 
were estimated to reduce receipts: by. about £100 
million and still Leave a sürplus.of between £500 
million and {600 million, so that a reduction of 
25 6d in the standard rate would not necessarily” 
lead to a deficit, even without‘any reduction in 
expenditure. It could even be argued that budget- 
ing for a deficit might in some circumstances be 
justified. It would certainly’ be og worse than 
‘budgeting for and obtaining a surphis which is 
bi used either:to reduce subsequent taxation or 

'tedédin indébtédness. ^-^ c $890 
+ 


THE 
ACCOUNTANT 


55 


But there are other possibilities to be con- 
sidered. Would the reduction of direct taxation 
to the extent suggested lead to inflation? It is 
argued by the advocates of taxation as a means 
of control, that increased spending power creates 
inflation and that one way to prevent this is for 
more money to go into the Exchequer. But this 
is only another way of spending, and if some 
recent reports are a fair example, the Treasury is 
certainly no wiser in its spending than the 
individual. 


'. A substantial reduction throughout the wifole 


range of direct taxation would put more into the 
pay packet of everyone who is within the income 
tax range. To this extent it would provide an 
incentive for greater net earnings (if less-is being 
deducted for tax) and at the same time lessen 
demands for increased wage claims that are based 
on the cost of living. 


Beneficial Effect on Industry 
So far as the manufacturer is concerned — the 
industrial organization, or the trading cómpany, 
large or small - the greater proportion of profit 
retained in the business would have a beneficial 


effect on plant replacement, research and other 


types óf capital expenditure. It would reduce the 
pressure for ever-increasing profits to offset the 
large slice taken out for taxation. and; should in 
the end lead to a. reduction i in selling prices. The 
mutual effect of this on interdependent busi- 
nésses would be curnulative and the result should 
inevitably ‘improve our ability to compete for 
overseas markets at competitive prices. 

Other results which are Closely connected with 
all this include the improvement of ‘the balance 
of trade, foreign exchange, greater availability of 
funds for investment, reduction of interést rates, 
all tending towards a furthér reduction in costs. 
And, finally, a not unimportant effect would be a 
considerable falling: off in tax avoidance devices 
and delibérate evasion. 

Very recently, at least two bank ‘chairmen, in 
presenting their annual reports for 1957; have 


strongly voiced their disapproval of the 'ever- 


increasing burden óf taxation. Such trustees of 
national finances are not renowned for making 
rash and ill-considered policy statements. Their 
opinion is: therefore worthy of serious thought. 
It also, appears from recent events that the 
Government itself is not tinanimous on these 


subjects. Perhaps we should all allow ourselves 


to .dwell on the thought of. Adam Smith, who 
insisted that- taxation should never telnove from 
the pocket of the taxpayer more than’ the essential 


'minimür for the purposes of thé State. 
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` PAYMENTS IN SETTLEMENT OF ACCOUNTS 


by W. H. D. WINDER, M.A., LL.M. 


be legally and finally settled for a sum which 
Är less than the full amount of the original 
debt, provided certain legal requirements are met. 


i debtor and cfeditor so Gees an account may 


The latter, which are often grouped under the. 


heading ‘accord and satisfaction', are sometimes 
made to look abstruse in the writings of lawyers 
but they are, in substance, sensible. The law 
looks at the tealities of £he transaction and is not 
deflected by mere words. The debtor may make 
use of some such formula as, ‘in full settlement 
of account’, or, ‘in discharge of all claims’; on the 
back of his cheque and the creditor may put his 
name to-those words, but it cannot necessarily be 
assumed that there has thereby been a conclusive 
‘accord and satisfaction’. The balance of the debt 
may, in law, still be outstanding. The matter is 
less likely to arise in this way since the introduc- 
tion of the Cheques Act, 1957. ` 
. *In full and final settlement of account. Signed 
. Dated . . .’ was endorsed on his cheque by 
a a debtor, and the creditor did sign and date in the 
spaces provided, intending an endorsement, but 
there was held to be no “accord and satisfaction’ 
when the matter came before the Court in the case 
of Neuchatel Asphalte Co Ltd v. Barnett ([1937], 
1 W.L.R. 356). The signature was operative as an 
endorsement only. 


Accord and Satisfaction 


On the facts of this case this conclusion was 
sensible and just. What happened was this: a 
company with its head office in London con- 
tracted, through their Birmingham office, to do 
certain work for the defendant. at a cost of £259. 
Disputes arose over the way the work had been 
done. The defendant, who had paid £125 on 
account, continued to complain by letter, and 
when the statement of the balance of the account 
claimed — £134 — was sent to him, he wrote to the 
London office,.protesting over the failure to deal 

with his complaints, and stating: ‘I am therefore 
enclosing my further cheque for £75 in respect 
of this work.’ On the back of the enclosed cheque 
he typed the words ‘In full and final settlement 
of account. Signed ... Dated ...’ and sent it to 
the London office without enclosing the statement 
of account. The secretary of the company signed 
and dated the cheque in the spaces provided over 


the company s rubber stamp, and passed it through 
the company's account, and it was in due course 


returned to the defendant. 

Meanwhile, the defendant's complaints were 
referred by the London office to the Birmingham 
office, which offered a compromise on the terms 
in dispute and claimed the balance outstanding. 
‘The defendant relied on the endorsed cheque in his 
possession as constituting a final receipt rt 
him from all further liability. He wrote saying: 


‘My cheque dated December 21 for the amount 
of £75 was in “full and final settlement of your 
account” and was endorsed accordingly and ac- 
cepted by you. It is unfortunate that you neglected 
to deal with my complaints to my satisfaction and 
the matter must therefore now be considered as 
concluded. ` 
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This is not how the Courts viewed the RE | 


The Court of.Appeal held that there was 
evidence on which the county court judge could 
find, as he had done, that it could not reasonably 
be supposed that there was an intention on the 
part of the company to agree to accept the cheque 
for £75 1n full and final satisfaction of their claim 
for £134. The main object and intention, as dis- 
closed by the other circumstances of the case and 
particularly by the letter of the defendant ac- 
companying the cheque, was that payment of the 
£75 should be a payment on account. The com- 
pany's secretary was not called as a witness to 
explain how he came to sign the cheque, and the 
defendant argued that, in the absence of any 
evidence by him that he had made a mistake, the 
company must be held bound by their signature. 
The Court of Appeal was not convinced by this 
reasoning.  ' 

It was fully agreed by the Court that the 
endorsement could not be set aside on the ground 
of mistake. The whole question was: What was 
the proper interpretation of the transaction as it 
stood on the correspondence? If the covering 


"letter were read by itself, it plainly imported that 


the cheque for £75 was sent only on account and 
not in full and final settlement. The words on 
the back of the cheque were inconsistent with 
the.main object and intention of the transaction 
as disclosed by all the other circumstances of the 
case. What then was to be done? l 

It isa well settled rule of construction, accord- 


a ae acanna -IM 
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ing to Lord Justice Denning, that if one party | 


puts forward a printed form of words for signature 
by the other, and it 1s afterwards found that those 
words are inconsistent with the main object and 
intention of the transaction, as disclosed by the 
térms specially agreed, the Court will limit or 
reject the printed words so as to insure that the 
main object of the transaction is achieved. 
Denning, L.J., continued: 

‘We do not allow printed forms to be made a 
trap for the unwary. So here words of this kind on 
the back of a cheque cannot be.made a trap for 

l the unwary: and this is so, even though they are 
| | typed and not printed. In the particular circum- 
' stances of this case, the words “full and final 
| ' settlement" can and should be rejected.’ 
| | A Question of Fact: Parties' Intention 
Whether there has been an accord and satisfaction 
| ig a question of fact. This was laid down in clear 
terms in the case of Day v. McLea ((1889), 22 
Q. B.D. 610). The plaintiffs having made a claim 
dgainst the defendants for a sum of money as 
damages for breach of contract, the defendants 
sent a cheque: for a less amount, with a form of 
receipt “in full of all demand’. The plaintiffs kept 
the cheque, saying that they did so on account 
and asked for payment of he balance. It was held 
| that their keeping the cheque was only evidence, 
| jut not conclusive evidence, of an accord and 
satisfaction, and that in fact there had been no 
` accord. 
| The following passage from the judgment of 
Bowen, L.J., in Day v. McLea was cited with 
ipproval in the recent case: 
| It seems to me, as a matter of principle as well 
as of authority, that the question whether there is 
| an accord and satisfaction must be one of fact. If 
| a person sends a sum of money on the terms that 
it is to be taken, if at all, in satisfaction of a larger 
claim, and if the money is kept, it is a question of 
fact as to the terms upon which it is so kept. Accord 
and satisfaction imply an agreement to take the 
money in satisfaction of the claim in respect of 
which it is sent, If accord is a question of agree- 
ment, there must be either two minds agreeing or 
one of the two persons acting in such a way as to 
induce the other to think that the money is taken 
in satisfaction of the claim, and to cause him to 
act upon that view. In either case it is a question of* 
" fact. 
In a case (Hirachand Punamchand v. Temple 
(rer 1] 2 K.B. 330)) in which a third party sent a 
draft for a smaller sum to the creditor in satis- 
faction of a claim, and the draft was retained and 
cashed by the creditor, it was held that acceptance 
of it by the creditor constitufed an accord and 
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satisfaction. Day v. McLea was distinguished on 
the ground that the payment was made by another 
person than the debtor, and that the cheque must 
be taken to have been accepted only on the terms 
in which it was sent, i.e. as an absolute discharge, 
for otherwise the plaintiffs might be heard to say 
that the creditors became possessed of the plain- 
tiffs’ money dishonestly. 


Part Payment 

Where the demand is disputed or the amount is 
unliquidated, payment of any sum agreed upon 
by the parties is a good satisfaction. But in the 
case of a liquidated amount, the liability for which 
is not in dispute, the acceptance of a smaller sum 
in satisfaction does not^'relieve the debtor, for 
there is no-consideration for the creditor's aban- 
doning of the balance. The practical importance of 
this old rule is considerably diminished by a later 
rule to the effect that the giving of a cheque, or 
other negotiable instrument, for the smaller 
amount will be good satisfaction. But the old rule 
cannot be ignored. For example, an agreement 
to pay an existing debt by instalments, does not 
bar an action for the whole by the creditor (see 
Hookham v. Mayle ([(1906] 22 T.L.R. 241)). ` 

In 1884, in Foakes v. Beer (9 App. Cas. 605), the 
House of Lords was pressed to dispose finally of 
the absurd rule that part payment of a debt can 
never be a satisfaction of the whole debt. Lord 
Blackburn was of opinion that this whole anom- 
alous law of accord and satisfaction had sprung 
from a mistake in Coke's report of Pinnel’s Case 
((1602) 5 Rep. 177a). Lord Blackburn, a great 
authority on the Common Law, concluded his 
speech thus: 

"What principally — with me in thinking 
that Lord Coke made a mistake of fact is my 
conviction that all men of business, whether 
merchants or tradesmen, do every day recognize 
and act on the ground that prompt payment of a 
part of their demand may be more beneficial to 
them than it would be to insist on their rights and 
enforce payment of the whole. Even where the 
debtor is perfectly solvent, and sure to pay at last, 
this often is so. I had persuaded myself that there 
was no such long-continued action on this dictum 
as to render it improper in this House to reconsider 
the question. I had written my reasons for so think- 

^ ing; but as they were not satisfactory to the other . 
noble and learned lords who heard the case, I do 
not now repeat them nor persist in them.’ 

- The House of Lords refused to: disturb a rule 
of such long standing and it is still the law today. 
It has, however, been mitigated in practice by ` 
the more elastic treatment in this century of the 
notion of accord and satisfaction. 
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Meaning of Satisfaction 
Accord and satisfaction is the purchase of a 
release from an obligation, whether arising under 
contract or tort, by means of any valuable con- 
sideration, not being the actual performace of the 
obligation itself. The ‘accord’ is the agreement 
by which the obligation is discharged; the 'satis- 
faction' is the consideration which makes the 
agreement operative. In one exceptional case no 
consideration is required. If the holder of a bill 
of exchange or of a promissory note, either un- 
conditionally renounces his rights in writing or 
delivers the instrument to the person liable, the 
obligation of the acceptor or promisor is dis- 
charged, even though no consideration is received. 
. This exception depen 
Bills of Exchange Act, 1882. 
` Formerly it was necessary that the consideration 
or satisfaction should be executed: 
'T release you from your obligation i in consider- 
. ation of {50 now paid by you to me.’ 


Later it was conceded that the consideration. 


might be executory: 


‘I release you from your obligation i in consider- 
ation of your promise to pay me £50 and give me 
a letter of withdrawal.’ 


As it was put by an old writer and — | in 


Good v. Cheesman (2 B. & Ad. 328) and other 


Cases: l | | 
‘An accord, with mutual promises to perform, is 
good, though the thing be not performed at the 
time of action; for the party has a remedy to 
| compel the performance, 
that is to say, a cross-action on the contract of 
accord. 
In an old case (Goring v. Goring ((1602). Yelv. 
I1), where an agreement to discharge a debt of 


£205 by a promise of payment in instalments of . 


£150, though not satisfaction, was held to be a 
valid agreement, promise against promise. ‘There 
are numerous decisions where promise against 
promise is held, if not satisfaction, to be a valid 
subject for a cross-action. 

The creditor may agree to accept he jefa 
ance of a substituted consideration in satisfaction, 
or be may agree.to accept thé promise of auch 
performance. Ín the former, there is no satis- 
faction until performance, and the débtór remains 
liable upon the original claim until the satisfaction 


is executed. In the latter, if the premise be not ` 


performed, the plaintiff’s remedy is by action for 
the breach’ of the substituted agreement, and he 


has ‘no. right o resort to the. original claim. The 
position, is thus expounded in Smith's Nee 


Cases (13th ed.,.vol.1, 378)  .. 5. sous 
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|. "The rational distinction seems to be, that if the 
promise bé received in satisfaction, it is a good 
satisfaction; but if the performance, not the promise, 
is intended to operate in satisfaction, there will be 
no satisfaction without performance.’ 
Lord Atkinson’s statement in Morris v. Baron 
([1918] A.C. 35), a case on the Statute of Frauds, 
having a very remote connection with accord and 
satisfaction, is to the same effect: 
... “Ef, however, it can be shown that what a creditor 
. &cceptsin satisfaction is merely his debtor's promise 
. and not the performance of that promise, the 
. original cause of action is discharged from the date 
when the promise is made.’ 
This was anticipated in 1602 in Goring v. Goring 
referred to above. 


Accord as Satisfaction 
The practical, if not for all purposes the TU 
result of this is that the distinction between accord ' 


and satisfaction can often be ignored. In practice, | 
a substituted promise is often what the creditor | 


agrees to accept. He is satisfied with that. But the 
legal purist may agree with the view of Greer, 
L.J., expressed in British Russian Gazette & 
Trade Outlook Ltd v. Associated Newspapers Ltd | 
([1933] 2 K.B. 616, 650): 
‘In my judgment, at the present day, the law Bp. 
this country is that where two people make mutual 


ation for the promise of the other, this amounts to 
a contract in law for the non-performance of : 
which an action for damages will lie. I think, . 


. however, that it is too late to say that the old rüle- 
that an accord without satisfaction does not dis- ' 


charge a liability after breach can be distürbed by 

. a judgment of this Court. I think it is still the law 

that a mere accord without satisfaction does not . 

put an end to an existing liability after breach, but 

. l think it amounts to an agreement which can: be 

` enforced by a claim for damages if it is broken by 

" one’ of the parties when the other has shown his 
"readiness to perform the terms of the agreement.’ 


` Ant example will make this distinction clearer. 


EA owes B: {ro and B. agreés to take a cheque 
Jor £7 in full settlement, there is an accord. As 
-soon as B. receives the cheque't there is accord and 
satisfaction. B. has agreed. to accept the. cheque 


and if he does not:do so but seeks to sue for. the 


‘original £10 he has broken his agreement. A. on 


balance has lost £3 because of B.’s breach, and 
A. can counterclaim: £3. from. B. in B.’s action for 


‘the £10. In other words, B. in the result only 


recovers £7, the figure agreed. ''hé'result' is the 
same as saying that the original agreement to 
settle for £7 was an accord and satisfaction:;of the 


... original.debt. It-negd hardly.be-added that if the 


i 


l 


` promises, the promise of each being the consider- | 
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cheque for £7 is accepted, but not met, on 
presentation, B. has an action on the cheque for 
the amount of the cheque. 


Accord and Statutory Obligations: 
Income Tax 

The principle of accord and satisfaction involves 
some contractual claim or other claim between 
the parties as distinct from a statutory liability to 
pay a fixed or ascertainable sum of money. Claims 
to tax made by the Inland Revenue cannot be 
settled necessarily, even as between two potential 
taxpayers, on an accord and satisfaction basis. 
This matter can arise in connection with agree- 
ments made as to the deduction of tax from pay- 
ments made from one person to another. 

In the case of Gwyther v. Boslymon Quarries 
Ltd ([1950] 2 K.B. 59; 29 A. T.C. 1) there was 
a dispute between a tenant, who had a right under 
his tenancy agreement to take away sand and 
gravel on the payment of royalties on the amount 
taken, and his landlord who had agreed that the 
rent (which was very small) was to merge in the 
royalties. The tenant paid £1,883 115 3d in the 
aggregate on account of royalties, and retained 
the like sum on account of income tax. The land- 
| lord accepted “credit notes’ of the amounts due 
in respect of the rent (which had merged in the 


| royalties), and payments by cheque of the royal- 
| (ties which were accompanied by certificates of 


| 
| the conception of 'accord and satisfaction'. The 


| 


' deduction of tax. The landlord made no objection 
to the deductions for about the first year, but 
later objected to the deductions and asked for 
payment of the amounts thus deducted. The 
tenant ignored this claim and accounted to the 
Revenue for the tax deducted. The landlord 
sued the tenant for payment of the sums deducted 
and was successful except in relation to the first 
deduction to which the defence of estoppel applied. 
One of the unsuccessful defences was that the 
‘acts of the landlord in receiving the ‘credit notes’, 
cashing the cheques and accepting the certificates 
of deduction, constituted a ‘settlement of account’ 
_or ‘accord and satisfaction’. It was held that there 
, was no question of account between the parties; 
‘the question at issue was whether the defendants 

| Were entitled by the Income Tax Acts to make 
any deductions from admitted sums. The con- 
| ception of ‘settlement’ was alien to a situation in" 
: which each party thought that he had no option 
and acted accordingly. Similar difficulties beset 


defendants made the deductions because they 
thought that they had a right to do so, and the 
plaintiff only acquiesced as long as he thought that 


; he was bound to do so. Roxbyrgh, J., said that it 
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was impossible to spell a contractual relationship 


‘out of conduct dictated by such considerations, 


and that ‘accord and satisfaction’ necessarily 
involved some contractual modification of the 
original bargain. His conclusion was that 
‘Neither party intended to modify the terms of the 
letting or agreed to treat phyment of half the 
royalties, together with delivery of a certificate of 
deduction of tax, as satisfaction for an obligation to 
. pay the whole. Each acted independently in sup- 
posed compliance with income tax law, and so long 
as each took the same view of it, their actions were 
in harmony. But those circumstances no more con- 
stitute an agreement in law than would the circum- 
stance that two opposing litigants concurred in 
carrying out an order of Court which afterwards 
turned out not to bind them,’ 


Accord and Statutory Discharge of Debt: | 
Insolvency 

An agreement between a debtor and several 
creditors to a composition of their claims amounts 
to a binding contract. The reason is that the 
consideration for each creditor’s promise is the 
forbearance of the others to enforce their claims. 

Alternatively, it may be said to be a fraud if one 
creditor were to go behind the composition 
agreement. | 

It is settled law that accord and satisfaction be- 
tween a creditor and one of several debtors, who 
are jointly and severally liable to the creditor, 
discharges the other debtors unless it appears. 
from the terms of the settlement or the surround-. 
ing circumstances that the creditor intended to 
reserve his rights against them. But a discharge 
of one of several joint debtors by operation of 
law does not discharge the other debtors. The 
law of accord and satisfaction has no application 
in such a case. An example of discharge by 
operation of law occurs when a company enters 
into an arrangement with creditors in accordance 
with the statutory procedure of Section 306 of 
the Companies Act, 1948. 

In the case of Im re Garner's Motors Ltd 
([1937] Ch. 594), a debtor company entered into 
such an arrangement under Section 153 of the 
Act of 1929, the equivalent of the present Section 
306. The company was one of the joint and several 
debtors and its debt was released by the scheme 
of arrangement made in its liquidation. It was 
held that the scheme did not release the other 
debtors. The scheme bad a statutory operation . 
and was quite different from an agreement signed 
by the parties, and it was not necessary for the 
scheme expressly to reserve the rights and liabili- 
ties of those debtors. T'hey remained unaffected. 
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AUSTRALASIAN COMMENTARY - XXVII 
Professional Topics in Australia and New Zealand 


by S. R. BROWN, LL.B., F.C.A (Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered . 
accountants in Sydney, Australia. He is the author of several pextbopte on 
accounting and company law. 


. Professional Practice Survey 


ECENTLY, the Australian Chartered 
qum Research and Service 
Foundation initiated. a research and 
publication programmé toncerned with the 
services, techniques and problems of the Austra- 
lian chartered accountant. To facilitate the 
collection: of data, the Foundation distributed 
questionnaires to 969 firms and sole practitioners 
and of these 561 were returned completed. The 
Foundation’s Bulletin No. 1, issued in October, 
surveys the replies. 
Of the firms reporting, 232 stated that they 
used questionnaires to evaluate their clients' 
' Systems of internal control and 305 stated that 
they did not use questionnaires. Firms which 
submit detailed, reports to clients in addition to 
statutory or formal reports numbered 339 and 
those which do not do so totalled 209. The cash 
basis of accounting for the firm's operations was 
used by 395 firms, compared with 157 which used 
the credit basis. 


Basis of Fees 


Perhaps the widest range of answers to any. 


question pertained to the basis of fixing fees. ‘The 
Bulletin publishes a cross-section of practitioners 
comments as follows: 


"Charge rates are bascd on double wages ‘paid, 
they approximate to Institute scale; fees are in 
. excess of scale; fees are set by arrangements with 
‘clients, according to value of work and time 
necessary; fees -based on firm's cost system; fees 
based on the average hourly rate arrived at for 

. productive time; firm rate is total weekly remunera- 
tion divided by seventeen; firm rates set half-way 
between Institute's minimum and maximum rates; 
"firm rates do not exceed Institute scale; Institute 
fees are too high for country clients; Institute fees 
cannot be obtained from clients of long standing; 
Institute fees cannot be obtained from tax clients; 

. Institute scale is used as an initial basis but actually 
has:to be lowered; Institute scale is used only as a 
guide; Institute scale is used às a guide, but firm's 
rates are higher for juniors and lower for seniors; 
minimum rates of scale- are observed; small: jobs 


are sometimes charged lower rates to meet clients' 
. circumstances; and special services are based on 
. scale recommendations,’ 


Company Financing 

A-number of useful generalizations pertaining to 
the condition of the Australian investment market 
were made recently by Mr R. F. Arthur, A.4.5.A., 
in an address to the Australian Society of Account- 
ants and the Chartered Institute of Secretaries. 
In order to raise finance, Mr Arthur considers 
that the ideal method for companies enjoying high 
share market premiums on their ordinary shares 
is the convertible unsecured note. An attractive 
note interest for such companies is 7 per cent. 
Approximately a 9 per cent rate would be 
necessary for unconvertible notes. The note has, 
according to Mr Arthur, been a factor in the 
virtual disappearance of the preference share. 
Today, a company must offer a very high dividend 
rate to succeed in a preference issue. So far as 
ordinary shares are concerned, the trend is 
definitely towards issues at par, In recent months 
many prominent Australian companies have 
adopted this policy. 


Australian Mergers 

Fulbright Scholar, Mr John A. Bushnell, -a 
graduate from Yale University, recently prepared 
a paper at Melbourne University on 'Australian 
Company Mergers, 1946-1956. This has been 
published by the Australian Society of Account- 
ants in Technical Bulletin No. 2. Isolating the 
shortage of management personnel as a cause of 

mergers Mr Bushnell said: 
‘All over the world there is a shortage of qualified 
men to staff management teams. This shortage is 


e especially acute in Australia, for three reasons: 


firstly, Australia's. rate of development and its 
population increase are higher than those of most 
free enterprise economies. Secondly, Australia is 
still in the process of introducing domestic pro- 
duction of many goods previously imported. 


Thirdly, with only a. few company executive ' 


. training programmes, Australia has not pod 
many facilities for training potential managers.’ 
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i Institute Recommendations 


Although it is ten years since The Institute of 
Chartered Accountants in Australia published 
its Recommendations on Accounting Principles, 
there is ample evidence that many of the recom- 
mendations are not being adopted in the prepara- 
tion of published accounts of companies. In a 
letter to The Chartered Accountant in Australia, 
Prof. Sir Alexander Fitzgerald, opp, F.C.A. 
(AUsT.), states that 'this is. alarming and the 
reasons should be sought’. Sir Alexander advocates 
a full-scale investigation of the extent to which 
the recommendations. have been effective in 
DUM the quality of published accounts and 

the respects in which (and if possible the 
reasons why) the recommendations are not being 
followed in practice. 


Asset Revaluations 


The 1957 annual research lecture in accounting 
át the See? of Melbourne. was given by 
Associate Prof. R 
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the implications -of asset revaluations and bonus 
share issues. Prof. Chambers based his paper on 
the actual practices of Australian public com- 
panies over the past ten years and he has pro- 
duced numerous. valuable tables which analyse 
not only the.yearly bonus issues made, but also 
the sources of such issues. It às revealed that the 
most common reason given for revaluation of 
assets is the desire to portray the company's 
affairs more realistically. Speaking on the justi- 
fication for bonus issues, Prof. Chambers held 
that: 

. "There is one factor without which no re- 
valuation and no bonus issue can be justified. That 
factor is the adequacy of corporate,net profits, to 
serve the capitals stated to be employed in earning 
them. No company, for example, could make a 

. bonus issue if the profits available for dividend 
represented 6 per cent or a smaller percentage of 
the paid-up capital Without adequate actual or 
expected divisible profits (after making all necessary 
provisions and appropriations to reserves) no in- 

' crease in paid-up capital, by way of bonus issues, 
can have meaning.’ 





Weekly Notes 


American Company Survey -- 
dk eleventh edition of the annual survey of 
company accounts compiled by the research 
department of the American Institute of Certified 
blic Accountants is now available." In this in- 
stance, the financial statements for the fiscal year 
which ended within the calendar 1956, of 600 in- 
dustrial and commercial concerns have been analysed 
and a further 7oo accounts have been ‘informally 
scanned' for unusual items upon which to rt. 
As before, the survey is divided into five sections. 
‘The first covers the general: style and contents of 
company accounts, and the next three deal in turn 
with the balance sheet, the profit and loss account and 
- profit and loss appropriation account: The fifth 
and final section is devoted to the auditor's report. A, 
new and useful tailpiece this year takes the form of a 
subject index. 
In his preface, Mr Carman G. Blough, the 
Institute's director of research, points out that the 
lobject of the survey is to report and not to recommend. 


jt Accounting Trends and Techniques. Eleventh Edition, 1957. 
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If, however, any conipany accountant is in doubt as 
to how to handle a specific item, he could not do 
better than consult this thesaurus where he is sure 
to find a sufficient variety of texts and treatments to 
cover. any normal stituation and a great many 
abnormal contingencies besides.: Once. again the 
American Institute is to be congratulated on its 
consistently high. standard of. scholarship and 
observation. 


^. Institute of Directors’ Budget Views 


N a letter to the Chancellor of the Exchequer, the 

chairman of the Institute of Directors, while 
disavowing any wish on the Institute’s part to 
advocate anything which might have an inflationary 
effect, puts forward for consideration in the drawing 
up of the Budget six points, which ‘mainly refer to 
long-standing grievances and inequities’. These 
points cover surtax, estate duty on gifts inter vivos, 
the position of ‘multiple’ directors under the Schedule 
E expenses rule, surtax on undistributed income of 
companies to which Section 245 of the Income 'Tax 
Act, 1952, applies, the two-tier profits tax system, 
and the limits placed for profits tax on the remunera- 
tion of controlling directors. 

In regard to surtax the letter points out that the 
starting level of £2,000 was fixed some forty years 
ago: now, with tbe fall in the value of the pound 
and other factors, 'this starting-point is so plainly 
unrealistic, unfair and dampening on initiative that 
it should be remedied now.' Abolition of the present 


62 


five-year inter vivos gift period and its replacement 
by a graduated scheme is advocated. 

Emphasis is laid on the need to remove the con- 
fusion and frustration caused by the expenses rule 
which prevents the holders of multiple directorships 
from claiming expenses incurred by attending board 
meetings. The Institute is perturbed by the contra- 
diction which exists*between company surtax legisla- 
tion on the one hand and the law relating to distri- 
‘buted profits tax on the other. The letter points out 
that, since the withdrawal of the Chancellor's con- 
cession in August 1957, Section 245 of the Income 
Tax Act, 1952, has been entirely penal in its effect. 
It is urged that effect should be given to the Royal 
Commission's recommendation that, 'On appeal, 
should a direction be upheld, only that amount which. 
the Board of Referees shall decide to be the amount 
that might reasonably have been distributed shall be 
deemed to be distributed and apportioned.’ 

The views of the Royal Commission are also called 
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in aid in a plea for the replacement by a flat-rate tax 
of the present profits tax system, with its many 
anomalies. But the Institute is of the view that any 
revision of the system must take account of the interest 
of those companies which have exercised a conserva- 
tive dividend policy and hence have paid little or no 
distributed profits tax. In regard to the limits placed 
for profits tax on the remuneration of controlling 
directors, the Chancellor is urged to increase the 


ruling maxima. | 


Inquiry into Trade Fairs 


HE Federation of British Industries has ap- 

pointed a committee to look into the present 
facilities and policy for trade exhibitions in this 
country. The committee of three will have Mr George 
Pollitzer as chairman. This committee has been set 
up as a result of the recent report of the F.B.I. on the 
future of trade fairs. The report showed that most 
trade associations prefer specialized fairs, which 


Integration: The Irish Institute's New Council Members 


We reproduce below the ee of those members of The Society of Incorporated Accountants in Ireland 


who, under the terms o 


the scheme of integration between the Society and The Institute of Chartered 


Accountants in Ireland, have been appointed to serve on the Council of the Irish Institute. 
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Left to right: Mr Robert Bell (Belfast); Mr Mervyn Bell (Dublin) Mr John Love (Dublin); Mr Robert John Neely (Belfast). 


Mr Ropert BELL is senior — in the firm "E 
‘Martin Shaw, Leslie & Shaw of Belfast, with branch 
offices in Dublin and Londonderry. He was admitted 
to membership of the Society in 1916, elected a Fellow 
in 1925, and became a member of the Council in 1940. 
He has been President of The Society of Incorporated 
Accountants in Ireland and of the Northern Ireland 
Branch of the Society. It is interesting that the founder 
of Mr Bell's firm, Mr Martin Shaw, was one of the 
applicants for the Charter of the Institute in Ireland 
and a member of the original Council. 


Mr Mervyn BELL, who is senior partner in the firm 
of J. A. Kinnear & Co, of Dublin, was admitted to 
membership of the Society in 1933. He was subse- 
quently elected to The Council of the Society of 
Incorporated Accountants in Ireland and in 1950 he 
served as President. During his period of office the 
jubilee celebrations of the Irish branch were held in 
Dublin. Mr Bell, who was also a member of the Society 
Council in London, is a director of a number of com- 
panies and chairman of Irish Foundries Ltd. 


Mr Jonn Love was admitted to membership of the 
Society in 1925. Following a period of seven years in 
practice in Plymouth from 1928-35, he returned to 
Dublin and joined the firm of Cooper & Kenny, 
becoming a partner in 1942. He was admitted a Fellow 
of the Society in 1945, and in 1947 was appointed 
honorary secretary of The Society of Incorporated 
Accountants in Ireland and has held that office since 
then. He was elected Vice-President of the Society in 
Ireland in 1956. 


Mr RosERT JOHN NEELY was admitted a member 
eof the Society in 1929 after serving articles with Mr 
D. T. Boyd, 3.com.,sc., with whom he is now a 
partner in Oughton, Boyd, McMillan & Co, of Belfast, 
and Dublin. He served as honorary secretary, treasurer 
and librarian of the Northern Ireland District Society 
of Incorporated Accountants for fifteen years and mm 
May 1956 was elected President of the District Societ 
He is a member of the board of governors. of. 
Belfast Royal Academy. and. chairman, of, the. Finance 
Committee. T 
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Industries" Fair. 


"Ihe terms of reference call for an aveion 
into the adequacy of existing facilities and the 
drawing up of plans and making recommendations 
for new or extended facilities including costs and 
proposed location. The committee will be expected 
to take into account the possible entry of Britain into 
the European free trade area. In other words they 


are asked to investigate the facilities for fairs in the 


expectation that this country will have increased 
competition to face both in home and continental 
markets, but that it will have something to show 
which will attract far more continental buyers than 
it has ever done before. They will have a wide variety 
of circumstances to take into account. At one extreme, 
there are certain sections of the engineering industry 
whose exhibitions are of world-wide interest — such 
as the aircraft industry's annual display at Farn- 
borough. At the other extreme there are certain 
branches of the textile industry, notably cotton, 
where fewer and fewer continental buyers come 
each year because they are of the opinion that British 
products are good but somewhat dull and unfashion- 
able. The investigation will, therefore, have to give 
some idea not only of how to increase facilities but, 
in some cases, how to persuade buyers from the 
Continent that the space available contains exhibits 
which are worth coming to see. 
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Slightly Higher Corisumer Spending. 


IGURES now released for personal expenditure 

in the. third quarter of 1957 show a slight rise, 
amounting to nearly 5 per cent over the same period 
of 1956. It will be recalled that this quarter covers 
the period which ended just after the increase in 
Bank rate and the summer holidays. 

A good deal of the increase "was due to higher 
prices. In real terms the increase was only about 
I$ per cent. Since the increase in real expenditure 
in the first half of 1957 was 14 per cent higher than 
in the first half of 1956, the increase in the third 
quarter represented little more than a maintamed 
expansion from the first half of the year. Much of the 
increase was in purchases of durable household 
goods which showed a ro per cent rise. Sales of 
alcohol, excluding beer, were the next largest increase, 
but food expenditure actually declined slightly. So 
far as can be ascertained from preliminary indicators 
the same rate of real increase as was achieved in the 
first three quarters of the year was carried on into 
the last quarter. 

The year was thus one of buoyant expenditure by 
the public. This was already known, to judge from 
industries’ and general economic indicators which 
were available towards the end of the year. It is of 
interest, however, that the major advance was recorded 
in durable goods where hire-purchase finance plays 
an important part. 





Reviews 


Buckley on the Companies Acts 


by the late the Rt. Hon. Lokp WRENBURY, P.C., M.A., 
Thirteenth Edition by J. B. LINDON, O.B.E., M.A., LL.M., 
assisted by G. BRIAN PARKER, M.A., LL.B. and HucH 
R. WILLIAMS, B.A. (Butterworth & Co (Publishers) 
Ltd, London. £6 17s 6d net; by post £7 os 3d.) 


The appearance of a new edition of Buckley is an 
important event in the world of company law, 
because this work has long held pre-eminence among 
company law textbooks; it is frequently quoted in the 
Courts and always with respect. 


Eight years have passed since the twelfth edition” 


appeared and a great many cases have been decided 
since then. The editors of the new edition have not 
only dealt thoroughly with the new case law but have 
also revised to a considerable extent the notes on a 
number of sections of the Companies Act. 

. The reader will welcome the decision to include 


the relevant sections of the Prevention of Fraud 


x . 


(Investments) Act, 1939, as this important piece of 
legislation sometimes tends to be overlooked in text- 
books and also even by practitioners. The dropping 
of the regulations relating to borrowing control was , 
a logical step, for the changes in these are so frequent ^ 
that their inclusion in a textbook which is revised 
only at long intervals can be dangerous. 

"Ihe index has been considerably enlarged; it now 
covers 165 pages against 140 in the previous edition. 
A good index is particularly necessary in a book 
which sets out the Act section by section and con- 
tains notes on the individual sections. There are, of 
course, many matters which it is difficult to allocate 
to any particular section. For instance, notes on the 
meaning of such words as ‘amalgamation’ or ‘re- 
construction' appear under Section 287, although 
that section mentions neither word, while Section 
208 mentions both of them. 

A problem facing all editors of old-established 
textbooks is how far to excise old matter. A know- 
ledge of the historical development of the law is 
essential to a full understanding of it, but on the 
other hand it is better to drop obsolete matter where 
it is taking up space which would be better allocated 
to more modern problems. The editors of the present 
edition of Buckley have taken a rather more forth- 
right line in this respect than previous editors. 
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The Principles of Modern Company Law 
Second Edition, by L. C. B. GOWER, LL.M.(LOND.). 
(Stevens & Sons Ltd; London. £2 ros net.) 
We gave a very enthusiastic reception. to the first 
edition, which appeared in 1954, and it is no surprise 
that a second edition has appeared so soon. The 
author has introduced considerable changes, not 
because there has been much change in the law in 
the meantime, but, as the author modestly says, 
bécause he thinks his understanding of the subject 
has grown. 

The chapter in the first edition on ‘minority 

protection’ has been replaced by three new chapters; 
on ‘Directors’ duties’, ‘Controlling shareholder’s 
duties’, and “The enforcement of controlling share- 
holder’s duties’. The chapter on directors’ duties 
covers thirty-six pages; thé other two chapters account 
for another forty-five. The author says that the 
chapter on companies and taxation has been ex- 
tensively rewritten, as has the chapter on the raising 
and maintenance of capital, but the differences are 
not great. In the taxation chapter, attention is drawn 
to the important decision in C.T.R. v. Pollock & Peel 
Ltd (35 ATC 206). On the other hand, the sug- 
gestion in the first edition that partnerships of 
companies might get the best of both worlds has 
been dropped. 
- The reference: on page 273 to bortowing and 
capital issue control rather leaves it to be implied 
that this control applies only to public issues. In his 
examination of ‘the provisions of Section 210 of the 
Companies Act, the. author s usefully have 
noticed the decision in Meyer v. Scottish Textile and 
Manufacturing Co, given on March zoth, 1957, and 
reported in the Scottish Lato Times on July 2oth, 1957. 
The book confines itself to the earlier (19 54) decision 
in that litigation. 


Promotion and Pay for Executives 


by GEORGE COPEMAN, PH.D. r iii Publications. 
Ltd, London. 18s net.) 


Dr Copeman, in his first book, easel the derivations 
and duties of about a thousand so-called leaders of 
British industry. Continuing his anthropological in- 
vestigations in the same field, he-has compiled a 
second book based on interviews with a cross-section 
of fifty industrial and commercial executives, the 
object this time being to ascertain how these men 
‘made the. grade’, how long it took them and what 
their progressive earnings were during the period. 
With them he discussed such aspects of the career 
question as qualities of leadership, personal relations, 
organization, ideas, frustration, how to seek promo- 
tion internally and externally, how to get a rise in 
salary, fringe benefits and future prospects and 
incentives, 

- This book exudes the sweet smell of success but 
the author sensibly warns the reader against taking 
individual precedents too literally and applying them 
blindly to his own circumstances in an effort to gain 
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promotion. Rising to a high executive position by 
merit alone calls for a sustained and single-minded 
display of drive and determination.of which only the 
occasional mortal, along with all.the other qualities 
required for leadership, i is capable. Dr Copeman says 
in his introduction that the best means of obtaining 
higher. productivity and sales is through the execu- 
tive's desire for promotion and higher pay. This is 
probably true but it is a. bleak thought.that our 
industrial welfare is founded on personal ambition 
and not on a broader and more GE base. 


A Dicdonarv for le 


Second Edition, by Eric L. KOHLER, C.P.A. (Prentice- 
Hall, Inc, Publishers, New York. $10 net.) 


To make dictionaries is -dull work, said the greatest 
of all lexicographérs, and to compile a dictionary for 
accountants must have called for more than normal 
concentration. Mr Kohler, however, is an enthusiast 
and not even the ‘extensive and peculiar’ vocabulary 
of the profession has deterred him. 

In an entertaining preface, the author explains how 
he became interested in the subject. He also gives a 


warning that the communicative efforts of account- | 
ants contain repetitions of certain words and phrases 


which mean little or nothing to the layman, and 


which, on analysis, mean very little to their users. He - 
instances a group of fifteen adjectives - they are - 


acceptable, adequate, appropriate, desirable, material, 
meaningful, permissible, practicable, preferable, proper, 
rational, reasonable; significant, sound and useful — 
which are widely used in accounting literature and 
which, in many contexts, appear to have the remark- 
able common property of being freely .interchange- 
able. 

After reading Mr Kohler 8 comments, one is 


inclined to lay down one's pen in despair but, as itis | 


considered advisable to continue driving when 
possible after a car accident to recover one’s nerve, 80 
must the shaken reviewer press on to regain his own 
equilibrium, 

Of the 2,534 entries in the dictionary proper, odis 
699 are single words. The significant point to be made 
here is that the other entries are phrases compounded 
for the most part of everyday words. Simplicity in 
this direction 18 destrable for two reasons. First of all, 
it indicates that the accountant has found the 
resources of ordinary English almost fully practicable 
for his needs — unlike the legal and medical pro- 
fessions whose terms, largely of Latin derivation, are 
in the main meaningful only to themselves. Secondly, 


It suggests that the layman, if he understands plain 


English; has every chance of finding his accountant’s 
explanations understandable, if not always acceptable. 
- The rational approach of any reviewer to a diction- 
ary is to look up a few specimen entries and see if 
they are reasonable by his own standards. The most 
appropriate word with which to begin, in this instance, 
is accountant a the E ‘one skilled in account- 


A Tac. 


r 


| 


| irish in its boardroom to 


| 
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Sen ‘Everyone, however, knows: already what 
an accountant is and it is indeed preferable m the 
Ickicographer should concentrate on items more 

bstract and, at the same time, more material to his 
rehder, "This Mr Kohler docs ~ some of the entries 
run to several pages — most effectively. and, perhaps, 
in| the circumstances (the circumstances being. that 

ee more adjectives have still to be worked in) it 
would be permissible to say without more ado that he 
has compiled an extremely sound manual which all 
EE accountants should find SS 


Ah Outline of e 


Fourth Edition, by Louis GOLDBERG, B.A., M.COM., 


F.À.S.A. (Sweet & Maxwell Ltd, London. 17s 6d net.) 
| Thi book, which went through three editions under 


th title of A Philosophy of Accounting, postulates 
that accounting procedures are the practical outcome 
ofja logical interpretation of financial events and not 
a.peries of conventions observed by rote rather than 
by reason. The author is senior lecturer in accounting 


| 
D Guinness 


HE accounts of Arthur. Guess Son & Co Ltd; 
from which we take this week’s reprint are accom- 
panied for the first time in the company’s history by 
the chairman's annual statement. It is. a great event 
for Guinness which has in the pe. shown à seeming 
eep in step with this 
h, the 
ono , himself admits that he has in the past 
ten wondered how far his speech at the meeting 
Xt. across to stockholders and he has been 
wabi to escape the feeling that despite the wide 
publicity given to the speech, many of the company a 
0,000 stockholders probably never saw it; Now, at 
t, the change has been made and, of course, we 
welcome it because it is one of the things this column 
has long advocated. 
Another event in the company’ ’s history this time 
T the sanction obtained from the United Kingdom 
Treasury, after repeated efforts, to the transfer of the 
control of the Dublin company to Ireland. That it 
ök repeated efforts to secure this decision is hardly 
re but it is appropriate that the Guinness 
ancestral home, the Dublin brewery, should be i in all 
respects an Irish company. 
| The transfer of control was put into ek on 
October ist last and’ has involved, among other 
t , the division of the pension funds into two 


oe. in company practice. Lord Iv 


separate funds. This, says Lord Iveagh, “completes: 


te reorganization of the company which they have 


had i in hand for some years and he has‘ no doubt of: 


D 
Tete 


the’ increáséd'/éffifiéncy' it wil procure, -^ vie 27 
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at the University of Melbourne and the keenness 
of his students to obtain a sound basic knowledge of 
that subject prompted him to rationalize his thoughts 
and express them in what turned out to be a prize- 
winning thesis of some merit. 


RECENT l PUBLICATIONS 


SOME BRITISH INDUSTRIES, THEIR EXPANSION AND esi 
MENTS, 1936-56, by Alan Hess, F.1.P.R. 317 pp. 10X8. 
- £2 as net. Information in Industry Ltd, London.  .. 

GARDE A Vous, Fisc, by René Macart. 74x 54. Editions du 

aris. 

Prrman’s CoMMERCIAL Law, by J. A. Slater, B.A., La.B. 
14th edition by John Nevin, 5.a.(CANTAB.), Barrister-at- 
Law. xviii+284 pp. 7$ X 5. 125 6d net. Sir Isaac Pitman 
& Sons Ltd, Lo idon. 

GUIDE TO COMPANY SECRETARIAL Work, 12th edition by 
G. K. Bucknall, a.c.1.g.(HONs.). X+253 pp. 74x5. 
ros 6d net. Sir Isaac Pitman & Sons L Ltd, London. 

STANDARD BATCH CONTROL, by John L. Burbidge, A.M.1.P.E., 
A.M.B.I.M. 186 pp. 8$ X sí. 355 net. MacDonald &. Evans 
Ltd, London. 


THE ELECTRONIC OFFICE, and edition by R: H. Williams, 


ALB. 80 pp. 84 x 5. 175 6d net; 18s ad post free inland). 
oe & s (Publishers) ER London. ! 


| Finance and Commerce 


Tax Chariges ` 


Another, and, more solid result from. the angle of 
immediate- finance, is the. reduced: tax provision 
resulting from thé transfer of control. It is largely due 
to a.non-recurring factor affecting the tax provision, 
Lord Iveagh. points out that the year shows a profit 
of £ 3,494,000 as compared with £3,030,000,and, owing 
to the transfer of control, the tax provision they have 
had to make in this year of 1956-57, is about 
£250,000 lighter than it would have been otherwise. 

the circumstances, the board came to the con- 
clusion’ that it woüld not be prudent to make any 
increase in the total dividend which is maintained 
at 25 per cent for the third year running. Instead, 
more has been put to contingency reserves and carried: 
forward in the accounts of the various Guinness 
companies,  - 

One thing that is not generally known about. the 
Guinness company is its interest in-the confectionery 
business through William Nuttall and Callard Sc 
Bowser. During the year, the 20 per cent minority 
holding was acquired and Guinness now wholly owns 
this confectionery group. 

- An unusual item in this balance- sheers is that of 
unclaimed dividends which this year brings £28,396 to 
the credit of the account. Some of these dividends are 
outstanding since the beginning of the century and 
despite continuous efforts to trace the stockholders 
concerned, the total has increased year by: year. It is 
now proposed to alter the articles to permit the for- 
féiture, if the directors so- decide; of eae un- 
claimed after twelve ‘years: eee 
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Preference Redemption 


‘PROPOSAL by the board of Vokes Ltd, to T 

the company's preference shares, which are due 
to become irredeemable at the end of next June, 
redeemable on three months' notice by the company, 
bas failed to secure the necessary support. 

The balance sheet at June 3oth, 1957, recently 
issued, shows £50,000 in 5% per cent redeemable 
cumulative preference shares before £450,000 of 
ordinary capital. Capital, reserves and surplus, total 
41,353,235. In his statement with the accounts, Sir 
Ian Stewart-Richardson, the chairman, points out 
that when tbe shares were issued in 1946, the 1929 
Companies Act then in force required the company 
to specify a final date for the exercise of the redemp- 
tion right and June 30th, 1958, was given. But it is 
hot the company's presént intention to exercise the 
right by that date and the board has been advised 
that once that date has passed, the shares will become 
irredeemable. 

Sir Ian adds, however, that the technical necessity 
2 specifying a final redemption date was rescinded 

e 1948 Act and it was therefore proposed to 
e the existing position so as to make the shares 
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redeemable by the company at any time in the future 
on three months" notice. 

The resolution failed to obtain the required 75 per 
cent majority in favour. 


In Folder at the Back 


HE annual publication of the New Zealand Loan 

and Mercantile Agency Co Ltd is prefaced with a 
"Contents' which shows that the chairman's review 
is to be found on pages 2-16, the company organiza- 
tion and maps on pages 17-23, and the report and | 
accounts for the year to June 3oth, 1957, ‘in the 
folder at the back’. 

Here we have a novel development in the presenta- 
tion of a modern company guide-book cum report. 
and accounts. The guide-book itself is an excellent. 
summary of the company and its business and 
finances. The maps show the location of the com- 
pany's branches and on the opposite page are the 
names and addresses of the chief branch executives. 
It is therefore a useful 'hand out' for trade and 
business purposes and can be used as such with or 
without the report and accounts ‘in the folder at the 
back’, 





CITY NOTES 


ARROWING of the trade gap in the last two 

months of 1957 and continuing strength in 
sterling have failed to make any major impression on 
a stock-market overpowered by the weight of new 
issue money. There is little sign of any early easing 
of the new issue pressure. Meanwhile the authorities 
have launched a major funding issue in the offer of 
£500 million of 54 per cent 1966 Exchequer Stock. 
The stock was clearly directed at the banks and 
justification for the operation is being provided in 
the bank balance sheets now beginning to appear. 

The bulk of the industrial new issue pressure 
is coming from the steel and engineering industries. 
Steel’s new capital problem is made acute by the 
uncertainties of renationalization. ‘The Finance Cor- 
poration for Industry, however, is clearly prepared 
to play a major part in steel development finance as 
it did in the period immediately before the original 
nationalization. 

Under present circumstances the average investor 
cannot be expected to support new issues from the 
steel industry. On the other hand, there is a firm 
response to other industrial offers and it is noticeable 
that leading stockbroking firms are advising a spread 
of interest between the gilt-edged market and new 
issues, as general investment policy in the early part 
of this year. 

One of the most heartening City developments is 
the recovery in sterling from the setback which im- 
mediately followed Mr Thorneycroft’s resignation. 
Against the United States dollar, sterling has been 
at its highest since mid-1954 with seasonal demand 
coming in strongly. 


RATES AND PRICES 
Closing prices, Wednesday, January 15th, 1958 


Bank Rate 
Mar. 1r, 1952 Ch Feb. 1955 44% 
Sept. 17, 1953 34% Feb. 16, 1956 5176. 
May 13, 1954 ) 145 Feb. 7, 1957 5% 
Jan. 27, 1955 34% Sept. 19, 1957 7% 
Treasury Bills . 
Nov. 8 £6 11s 8:4ad% Dec. 13 £6 9s 1°21d% 
Nov. 15 £6 11s 7:45d95 Dec. 20 £6 8s 9: 94276 
Nov. 22 £6 9s 5'7ıd%  Dec.27 £6 7s 591d% 
Nov. 29 £6 93 2:27d% Jan. 3 £6 6s Ó-70d 9, 
Dec. 6 L6 9s 1'45d% Jan. ro £6 6s 7-25d% 
Money Rates 
Day to day 51-6965 Bank Bills 
7 ys 52% 2 months | 64-64% 
Trade Buls 3 months 64-04% 
3 months 71-896 months 64-64% 
months 4-8% months 64-61% 
months 74-9% 
Foreign Exchanges 
New York 2:811- + Frankfurt  11°77%-} 
Montreal 2°764%-2:77. Milan 1751-17 2j 
Amsterdam 10°584-# Oslo 20°00f-O1 
Brussels 139°80 Be Paris 11768-—1 1761 
Copenhagen 1i9:35$-À Zurich I2:251 
Gilt-edged 
Consols 24% 471 Savings 24% 64-67 78+} 
Consols 4% 7oix.d. Savings 3% 5 = 83 Kee 
War Loan 34% ` 634 Savings 3% oe 
Conversion 34% 63Ł Savings 3% GES 69£x.d. 
nversion 3495, 1969 821 reasury 24% 46$ 
Funding 3 7o 66—68 78ix.d. Treasury 34% 77-80 2 
Funding 3% 59-69 77% ‘Treasy.34% 79-81 70 lix. im 


Funding 3 2 99-04 ME 
Fundin ding 4% 60-90 E 


Victory 4% 
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Correspondence 


^ Letters must be authenticated by the name and address of 
' the writer, not necessarily for publication. The Editor does 
; mot necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


* Outstanding Length of Service 


- Sir, - With reference to the note which appeared in 
your issue of November 3oth last — ‘Seventy years 
with one firm, although we cannot claim to have 
anybody on our staff with ù length of service exceed- 
ing that of Mr A. W. Jenkins, we do have two mem- 
bers still actively engaged on our staff, Mr Robert 
Thompson who is 8o years of age and has been with 
the firm for sixty-five years, and Mr W. H. Higginson 
who is 76 and has been with the firm for sixty-two 


years 

| We wish Mr Jenkins good luck and hope that he 
may still continue to give further good service to his 
firm, and we look forward to both the members of our 


staff equalling, if not exceeding, Mr Jenkins’ splendid 


record. 
Yours faithfully, 
HODGSON, MORRIS & CO. 
Liverpool, 2. 


Insurance Claim and Income Tax 


Sir, ~ With reference to B.G.M.’s letter in your issue, 


dated December 21st, 1957, concerning a query by 
‘Repaid’, there seems a possibility of conflict between 
good accounting practice on the one hand and a 
notional Court decision on the other. 

Money paid by a third party’s insurer for hiring 
‘charges incurred by another may not be strictly in- 
come but should be accounted for as a receipt and is 
often properly credited to the appropriate expense 
account which is thereby either wiped out or reduced 
to a final figure of irrecoverable loss, 

For insurers to think that by accepting liability for 
a person’s loss they are entitled to any rebate of 
income tax because the claimant would be making a 
profit, does not seem to go to the core of the matter. 

The expenses incurred by the party suffering the 
loss might be disallowed in his accounts for a partic- 
ular year, while the insurance moneys might not be 
received till later, perhaps eventually resulting in an 
allowance for that portion of expense not covered, 
the tax on which would belong to the claimant. 
Alternatively, why should it be assumed that the one 


who receives the insurance moneys will be allowed ' 
such expenses by the tax officials without taking the | 


insurance moneys into account? 


If the amount of expenses allowed for tax purposes E 


were more than the insurance moneys, how can it be 
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said that there is anything due to the insurers, since 
the sufferer is still out of pocket to the extent of the 
difference between the total loss and the insurance 
moneys irrespective of any question of tax one way 
or the other. 

Some tax officials may cite authorities for their 
views that damages for loss of use are subject to tax, 
but these words may not necessarily be confined to 
hiring charges. These can appear as a specific sum 
actually paid or payable, an indisputably allowable 
expense, whereas in wider form they might include 
miscellaneous items of incidental loss calling for 
discretion. 

If a sufficiently comprehensive and up-to- -date case 
has not yet reached the Courts for a leading decision, 
it may be safe to conclude that money received as 
damages should be declared: as a receipt and shown 
against the special loss heading i in the accounts and 
might not attract tax at all. 

No right yet seems to have been firmly established 
entitling insurers to a refund of tax in cases like this 
merely on the assumption that anyone can make a 
profit from the tax standpoint, no doubt because the 
sum for which insurers are prepared to settle a claim 
should have nothing to do with the tax effect and 
should always represent just that amount which they 
are permanently willing to part with. That being so, 
their rights cannot extend to the recovery of tax as 
posed by the correspondence quoted in your columns. 

Yours truly, 

East Molesey, WILLIAM NEWTON. 

Surrey. 


SIR, ~ With reference to B.G.M.’s letter in your 
issue of December 21st, we have had a very similar 
experience and the same case was quoted as authority 
for the deduction of tax in arriving at the value of 
damages in respect of the cost of hire of the car. 


We would not accept the point that the principles. 


laid down in the Gourley decision applied to this case. 


We put forward the merit of the Inland Revenue’s- 


case in that if the premium is allowable, then any 
receipt arising therefrom is taxable. The answer to 


that one was that the damages did not arise from that 


premium, but from the third party's premium and 
was therefore not taxable. 
: We asked the Inland Revenue for their view of tlie 


matter, and their reply was as follows: 


“The determination of liability to income tax in 


cases of dispute is a matter for the appropriate body: 


of Commissioners of Income Tax, subject to any 
appeal to the Courts on a point of law. Subject to 
this, the official view is that a sum received for 
reimbursement of charges for hire of a car utilized 
in a businéss whilst the damaged car was being 
repaired would normally be a receipt proper to be 
taken into account in computing liability to income 
tax on the pririciple established by Ensign Shipping 
Co Lid v. CIR. (12 T.C. 1169), and in these 
circumstancés the cost of hire would rank as an 
. allowable deduction. 

- ‘If, however, an amount of damages:which was not 


! 
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in itself a trading receipt includes reimbursement of 

trading expenses admissible as a deduction for tax 
. purposes such expenses are treated as diminished 

to the extent of the reimbursement -— see Lord 
. Blackburn in C.R. v. Granite Steamship Co Lid 

(13 T.C. 1), at page 18.’ 

This particular case was settled without any further 
reference to the tax position as another point arose 
and a round sum was accepted as a matter of 


expediency. 7 Mi d 
- ay ours faithfully, 


ox c7 4 


a 


ANCO. 


Accounting for Inflation 
SIR, - Mr C. F. Wright, in his letter which you 
published in your issue of January 4th, agrees that 
saving equals investment and then wanders off into a 
dissertation on saving where- as Keynes said in 
another connection - we are lost in a haze where 
nothing is clear and everything is possible. I believe 
the subject is simple enough if we would only have 
1t 30. - 
Investment is the money business men lay out and 
at the national level, when all transactions between 
them are cancelled out, is made up of wages, salaries, 
rent, interest and intermediate profit, and these, plus 
final profit, made when the goods are sold for con- 
sumption, is the nation's incorne, and all of it without 
exception, at the moment of receipt, is saved. Final 
profit is the shopkeepers' share of production and this 
too, is saved at the moment of receipt, and is equal 
to investment in the real wealth involved. 
The essence of the matter is that we save the whole 
of our income and the amount we save in this way is 
equal to investment because it is the amount invested. 
Take the case of a factory hand; he works for a week 
'and each day he earns a monetary income so that by 
Friday he bas saved five days’ pay. The pay-packet 
he receives on Friday night contains the amount 
which his boss has invested but to the worker it is 
the amount of income he has saved. This is why 
‘saving is equal to investment, and if you turn the 
matter over in your mind you will realize that it 
applies equally to all forms of income. 

` We have to realize that while we always thought 
that saving was a matter of our free choice, in fact 
we have no option in the matter, we inevitably save 
al our income. We are, of course, free to choose 
whether to go on saving or to spend, and when we 
spend we at one and the same time reduce saving 
and reduce the amount invested, whereby saving 
remains equal to investment. | 

’ This is the simple truth and I therefore reaffirm, 
what I said in my Grieg which you were good enough 
to publish in your issue of December 21st, 1957, 
namely, that if replacement accountants wish to 
establish the truth of their method they must show 
„that savings are not equal to investment if the value 
-af money changes. 

'« Tt is the business of economists to point out what 
we must do to avoid the evils of unemployment and 


- Worthing, Sussex. 
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inflation. It is popularly thought that unemployment 
occurs if the community allows its investment to fall 
short of its savings, and that inflation is the result of 
its investment exceeding its savings, but this is not 
true. l ' 
Investment in this country at the present time 
amounts to some £30,000 million and is equal to 
saved income of that amount ag shown above. Some 
of this was saved generations ago, some in our own 
lifetime, and some only last week. Of this saved 
income, approximately £3oo million is spent each 
week. | 
The amount invested is represented by the great 
mass of equipment and stocks which are the business 
men’s assets. Some of these, such as buildings, are 
more than a hundred years old, the bulk of them are 
perhaps between twenty and thirty yedrs old, and the 
remainder, namely, stocks, two to three months old, 
and of the latter something like £300 million worth 
reach the shops each week ready for consumption. 
If a country is enjoying a period of stability, 
avoiding both unemployment and inflation, its 
efforts to maintain this desirable state of affairs must 
be directed to ensuring that the value of the goods 
reaching the shops each week achieves a precarious 
balance with the amount of saved income which it 
decides to spend each week. If, for instance, business 
men start to invest more money on long-term projects 
and less on stocks, wages and salaries will not change 
and, therefore, the amount spent each week will be 
about the same, but the quantity of goods arriving 
in the shops will be less, and the shortage will lead 
to higher prices and inflation. Alternatively, if the 
country suddenly had a bout of thrift and spent less 
each week, goods would accumulate in the shops, 
business men would lay off their employees and there 
would be unemployment. a Y. 
The point is that all the economic theories which 
are at present directed to equalizing investment with 
saving should be directed to the maintenance of the 
precarious balance described above, for the repercus- 
sions of the present muddled thinking is causing 
honest men among us to have genuine doubts about 
the truth of orthodox profit. Unfortunately, what is 
of vital importance to us can to a large extent be 
avoided by economists, who can work out their 
theories without facing up to this issue, as Keynes 
himself did (General Theory, Chapter 7, page 84). 
The replacement method is a cunningly devised 
white lie, which, certified by us as true, might well 
deceive consumers, trade unions and m 
and thereby restrict spending in times of inflation, 
and so help to preserve the precarious.balance. But 
you cannot deceive all the people all the time; 
eventually trade unions would realize that equity- 
holders were growing ever richer in spite of inflation, 
and thé reputation which we have built up over.many 
generations for honesty and integrity would be 
undermined, if we certified such profits as true. 
| Yours faithfully, © ^ ^... 
.H. A. BRISCOE, 


12 


24,000 Chartered Accountants Wanted ` 
Sir, ~ There are 6,000 members of The Institute of 
Chartered Accountants of Scotland from a population 
of 5 million, giving 1 per 800 head. 

There wil shortly be 30,000 members of the 
English Chartered Institute from a population of 
45 million, giving 1 per 1,500 head. On this basis 
the English Institute will still be 24,000 short. 

-© Yours faithfully, ~~ 
OBSERVER. 


Boys’ Information Service 
SiRe- For -several years the Boys’ Information 
Service, 5~7 Tavistock Place, London, WC1, has 
been the means of helping many young business 
meg and boys coming to London to find suitable 
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accommodation according to their means and circum- 
stances. We are in touch both with hostels arid private 
lodgings, and although London is almost exhausted 
of the ideal places for these young people, we are 
still prepared to do our best to help any of your 
readers if they would care to write to us. 

We must add that this is a charitable organization 
depending very much upon small private donations, 
and we are hoping that should this letter meet the 
eye of any accountants that we have helped in the 
past (or others for that matter), they might consider 
our cause worthy of a little something for the new 


year. Yours faithfully, 
9. J. GUNN, 
E ' Secretary, - ` 
London, WCr. Boys’ INFORMATION SERVICE. . 


IHE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, January 8th, 1958, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 


. Mr W. H. Lawson, ¢.3.8., President, in the chair; Mr 
W. L. Barrows, Vice-President; Messrs E. Baldry, C. Percy 
Barrowcliff, T. A. Hamilton Baynes, J. H. Bell, J. Blakey, 
W. G. Campbell, P. F. Carpenter, W. S. Carrington, 
D. A. Clarke, J, Clayton, E. C. Corton, C. Croxton-Smith, 
W. G. Densem, A. S. H. Dicker, M.B.E., Sir Harold Gillett, 
M.C., Messrs J. Godfrey, P. F. Granger, L. C. Hawkins, 
J. S. Heaton, D. V. House, Sir Harold Howitt, G.B.E., D.8.0., 
M.C., Messrs P. D. Irons, H. O. Johnson, H: L. Layton; 
M.S.M., R. B. Leech, M.B.E., T.D., R. McNeil, J. H. Mann, 
M.B.E., Bertram Nelson, C.B.E., W. E. Parker, Gas, S. J. 
Pears, F. E. Price, P. V. Roberts, Sir Thomas Robson, 
M.B.E., Messrs G., F. Saunders, K. a Shuttleworth, C. M. 
Strachan, O.B.g,, J. E. Meet E. D. Taylor, G. L. C: 
Touche, 'A. D. Walker, M. Wh eatley Tones, E. F. G. 
Whinney, Je. C. duy dtd Williams, R. P. Winter, 
M.C., T.D., Sir Richard Yeabaley, C.B.E., with the Secretary 
and Assistant Secretaries. - 


Welcome to New Members 


The President welcomed Mr L. C. Hawkins and Mr 
H. L. Layton, who were attending for the first time as 
members of the Council. Mr Hawkins and Mr Layton 
BRE replied. 


Appointments to Committees 


The Council made the following appointments to 
Committees: 
Mr J. Ainsworth ~ Finance and Non-Practising Members 


Consultative Committees 
Mr E. Baldry - Applications and General Purposes 


Committees 

Mr C. Percy Barrowcliff — Examination and Investigation 
Committees 

Mr L. C. Hawkins — — Applications and Non-Practising 
Members Consultative Committees 

Mr J. S. Heaton ~ Examination and Library Committee. 


Mr H. O. Johnson —- Articled Clerks and District Societies 
Committees. 

Mr H.' L. Layton - Overseas Relations and Summer 
Course Committees. 

Mr Bertram Nelson — Articled Clerks, Disciplinary and 
Examination Committees. 

Mr F. E. Price - Finance and District Societies Com- 
mittees, 


. Sir Richard Yeabsley — Overseas Relations Committee . 
Purposes Commi 


(already appointed to General ttee). 


Exemption from the Preliminary Examination 


One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 


Exemption from the Intermediate Examination 


Four applications under bye-law 85 (b) and one 
application under bye-law 63 (d) for exemption from 


the Intermediate examination were acceded to. 


. Final Examination 
One application under bye-law 86 (a) for permission to 
sit an earlier Final examination was acceded to. 


Reduction in Period of Service under Articles. 


Five applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Articled Clerks Engaged in Other Business 
Two applications under bye-law 57 from articled clerks 


“to engage during their service under articles in other 


business for the sole purpose and to the limited extent 
specified in their applications were acceded to. 


Articled Clerks in Industrial Organizations 
Three applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in 
an industrial or commercial organization during service 
under articles were acceded. to, : 


P et d TI E 
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| SUMMER GOURSE: 


i Christ Church and Merton ere Oxford, 
September 4th to 9th, 1958 


e Council authorized the distribution to all members 
the Institute of a notice giving preliminary details 
of the summer course to be held at Christ i Church 
and Merton College, Oxford, from September 4th to 
oth, - 1958: The notice will be accompanied by an 
application form. It is expected that the notices will 
be distributed towards the end of January 1958. The 
ame notice will be issued with the letter of admission 
to members who are admitted under the scheme of 
integration at the Council meetings on February 5th 
and March sth, 1958. 

The subjects and speakers will be Some taxation 
oblems of particular interests tn the. smaller practice, 
by Mr B. R. Pollott, r.c... Shortcoming of the 
ompanies Act, 1948, by Mr C. Romer-Lee, M.A. 
: C.A., and Work study and accountancy — the investiga- 
; planning and control of industrial processes and 


Ese operations, by Mr C. T. Gould, M.LE.E., 
| A.M.LP.E., F.LI.TECH., of Albert E. Reed & Co. Ltd: 


|| 


| 


| 


The P. D. Leake Trust 


"he Council approved for publication the accounts of 
ne P. D. Leake Trust for the year to October 3rst, 
1957, a report on the administration of the Trust and 
a report of the P..D. Leake Committee. A booklet con- 
these reports and accounts may be obtained 

| Without charge on application to the offices of the 
Institute by any interested person, (It is expected that 
copies will be available by the end of January. 1958.) 


Seventh International Congress of Accountants 
Record of Proceedings 


| 
The Council authorized the issue of a notice to all 
members of the Institute regarding the procedure for 


eventh International Congress of Accountants. It is 

derstood from the Congress Secretary in Amsterdam 
that the book is expected to be ready in April 1958. 
(Those who attended the congress will receive copies 
automatically.) The notices to members will be issued 
towards the end of January 1958. 


n the report of the Parliamentary and Law Committee, 
ollowing consideration of a memorandum from the 

axation and Research Committee, the Council ap- 

roved a memorandum on the Schedule E expenses 
rule (Rule 7, Ninth Schedule, Income Tax Act, 1952), 
for submission to the Board of Inland Revenue. 


: Admissions to Membership Pursuant to the 
Scheme of Integration referred to in Clause 34 
‘of the Supplemental Charter 
The Council acceded to applications from 97'7.members 
bf the Society of Incorporated Accountants for ad- 
on to membership. of the Institute. All the new» 
E have been notified. — . 


b Schedule E Expenses Rule 


| The Council expects to be able to sikers to the time- 
itable notified to members of the Institute and members 
of the Society last November, namely, the completion 
of the bulk of the adrnissions under the Scheme of 
integration by the Council meeting on March sth, 19 958. 
It is hoped that some 4,000 applicants will’ be ‘ad- 
mitted at the Council meéting on February 5th; 1958, 
"m the bulk of the remainder og March "sth, '1958;7" 


purchasing copies of the record of proceedings at the ' 
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Certificates. of Practice 


It was resolved: - 
(1.) that a certificate of practice be Gemen to the 
following Fellow who has commenced to practise. 


Cole, Frederick Arthur; 1949, F.C.A.; pm A.C.A; 79 
Pashley Road, Eastbourne; (and +A. tA. F. Ferguson & Co, 
Bombay and New Delhi). 

(2.) that certificates of practice be issued to the follow- 
` ing ten Associates who have commenced to 
practise. 

Anderson, Christopher John, M.A.; 1957, A.C.A.; 65 Rodney 
Road, West Bridgford, Nottingham. 

Atlas, Laurénce Hyman; 1955, A.C.A; (Field, Atlas & Co), 
Brookfield House, 62—64. Brook Street, London, W1,and 
at Cardiff. 

ER er A Percy; 1952, A.C.A; 41 Cobnar Avenue, 

Boobbyer, Philip John; 1953, A.C.A; (Saunders & 
Saunders), 2a Lowfield. Zeck, Dartford, Kent, and at 
London. 

Godfrey, William Seymour; 1 8, A. ACA; (*H. QU s 

& Co), 48 Uxbridge Road, Ealing, ndon, 5. 

Holman, fohn Walter Francis; 1955, A.C.A.; 3 Waterlow 
Road, London, Nig. 

Mann, Sidney ur; 1957, A.C.A; (L. Lavy & Co), 
‘Imperial House, ion Street, London, EC2. - 

Rix, Rowland Basil: 1947, A.C.A,; (Curzon, Rix & Co), 
Prudential. Chambers » 67 North Hill, and 31 Victoria 
‘Road, Colchester. 

Steward, James Stanley; 1957, A.C.A; 221 Seven Sisters 
Road, Finsbury Park, London, N4. 

Trotter, Dennis Roy; 1957, A.C.A.; 40 Barnfield Avenue: 
Croydon; Surrey. l 


Election to rome 
Twenty-nine applications from Associates for election 


. to fellowship under clause 6 of the supplemental 


Charter (bye-law 31) were ‘acceded to. 

- A list of those who complete their F ellowship before 
January 21st, will appear in The Accountant of na 
25th, 1958. ` 

'. Admission as Associate: a WÉI 
Four applications for admission as Associates under 
clause 5 of the supplemental Charter: (bye-luw 31) 
were acceded to. . 

A list of those’ who complete their Membership 
before January 21st will appear in The Accountant of 
January 25th,. 1958. | | 

-Resignation l "s 
The Council accepted the resigriation from EE 
of the Institute of. 

ML Richard Turner, F. CA. Liverpool. 


Registration of Articles . `; 
The Secretary reported the registration. of: articles of 


clerkship as follows: I957 795 36 
December . 204 
January to December ` 1,624. b 


T against the name of a firm indicates that the firm, ‘though 
not wholly composed of members of the Institute, i ig com- 
posed wholly of charteréd accountants who are mémbers of 
one or the other of the three Institutes of chartered account- 
ants in Great Britain and Ireland: ` ` 

* against the name of a firm. indicates that the firm is not 
wholly composed of members of one or the"óther of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. ' 7 

Firms not marked T or* are composed vitiolly pf: medibers 
of the Institüte. i 
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Change of Name 
The Secretary reported that the following change of 
name has been made in the Institute's records: 
Steward, Stanley James to Steward, James Stanley. 


Deaths of Members 
The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr Edwin Bradshaw, F,c.A., Llandudno. 
: vn Algernon Thomas Burgess, A.C.A., Twickenham, 
» Hugh Steven Charlton, A.C.A., Mwadui, Tanganyika. 
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Mr Alfred Ellison, F.o.a., Liverpeol. 

» Wiliam Froggott, A.C.A., Manchester. 
» Kenneth Hadfield, a.c.a., London. 
» Ernest Richards Hill, F.c.4., Nottingham. 
» Harold Roundell Hilton, ».c.4., Nottingham. 
» Frederick Ives, a.c.a., London. 
» Frank Lee, A.C.A., London. 
» Cecil Henry Lepine, A.C.A., London. 
» George Drummond Lyell, B.A., A.C.A., Croydon. 
» George Mott, A.C.A., Worthing. 

^ » Thomas Colclough Pepper, F.c.a., Birmingham. 
» Cyril Harry Silk, a.c.a., Stourport-on-Severn. 
» Frederick Samuel Sloman, F.c.4., London. 
» Guy Watérworth, F.c.a., Blackburn. 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 

hearing held on December 4th, 1957. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Denis 
Jeston Black, F.C.A., had been guilty of acts or defaults 
discreditable to a member of the Institute within the 
meaning of clause 21, sub-clause (3) of the supple- 
mental Royal Charter in that (a) he failed to take any 
action in response to repeated requests made to him 
by a client and by a firm of chartered accountants to 
complete and/or to hand over the accounts of the 
business of the said client for the year ended May 31st, 


1956, and to supply certain particulars of that business 


as at that date and (b) he failed to reply to or to take | 
any action in response to two letters addressed to him... 


by the Secretary of the Institute, so as to render him- 
self liable to exclusion or suspension from membership 
of the Institute. ''he Committee found that the formal 
complaint against Denis Jeston Black, rF.c.4., had been 
proved under both headings and the Committee 
ordered that Denis Jeston Black, F.c.a., of 109 Kings- 
way, London, WC2, be excluded from membership 
of the Institute. 


MEMBERS' LIBRARY 
The Librarian reports that among the books and papers acquired by the Institute tn recent weeks 
by purchase and gifts are the following: 


Accounting for Labor Costs and Labor-related Costs. 
ational Association of Accountants.) New York. 1957. 
A.A, gratis to members.) 

Case Studies in Production Forecasting, Planning and 
Control. (American Management Association.) New 
York. 1957. (A.M.A., 145.) 
harlesworth on Negligence; by J. Charlesworth. Third 
rene 1956. First supplement. 1957. (Sweet & Maxwell, 

$ 


Cost Finding in the Non-ferrous Metals Industry. (British 
Non-ferrous Metals Federation.) Birmingham. 1957. 
(B.N.M.F., 425.) 

The Electronic Office; by R. H. Williams. Second edition. 
1958. (Gee, 17s 6d. 

Elements of Credit Insurance: an International Survey; by 
H Karrer. 1957. (Pitman, 45s.) 

The Elements of Estate Duty; by C. N. Beattie. Second 
edition. 1957. (Butterworth, 27s 6d. 

The Elements of Foundry Costing; by H. P. Court and 
W. E. Harrison. 1956. (Council of Ironfoundry Associa- 
tions, 421.) 

Estate Finance and Business Management; by C. W. N. 
Miles. Second edition. 1957. (Estates Gazette, 255.) 

Factory O ization and Management; by T. H. Burnham 

. dO. H. Bram! ramley. Seventh edition. 1957. (Pitman, 255.) 

Beer Income Tax (Ministry of Agriculture). Revised 
edition (Ministry of Agriculture). 1957. (H.M.S.O., 18 9d.) 

Financial Reporting in Canada. (Canadian inintute- of 
Chartered untants.) Second edition. 'l'oronto. 1957. 
(C.I. of C.A., presented.) 

Housing Finance and Accounts; by W. L. Abernethy and 
A. R. Holmes. Second edition. 1957. (Shaw, 30s.) 


How to Become a Success pul Manager; by H. Whitehead. 
1957. (George Allen & Unwin, rer) 

Income Tax Principles; by H A. R. J. Wilson, F.C.A., and 
K. tme A.C.A. Third edition. 1957. (H.F.L., 
ras 6d. 

Index to Reports of Tax Cases: Volumes r to 35. 1875-1955. 
(Butterworth & Co.) 1957. (Butterworth, 35s.) 

The Law of Copyright; by J. P. Eddy. (Butterworths 
Statutes, Supplement Nos. roo and 100A.) 1957. 

. (Butterworth, 35s and rs.) 

Lloyds Bank in the History of English Banking; by R. S. 
Sayers. Oxford. 1957. (Clarendon Press, presented.) 

Personnel Management in the Small Firm; by J. M. 
Collingridge and M. Ritchie. 1957. (Institute of Personnel 
Management, Ar 6d.) 

The Planning and Measurement of Profit: a technique of 
management accounting. (Association of Certified and 
Corporate Accountants.) 1957. (A.C.C.A., 2s 6d.) 

Road Transport Law; by L. D. Kitchin. Eleventh edition, 
by E. K. Wenlock. 1957. (Iliffe, 13s 6d.) 

Sergeant on Stamp Duties; by E. G. Sergeant. Third 

e edition, by B. J. Sims. 1957. (Thames Bank, 84s.) . 

Smith's Taxation: Sixty-first edition; by A. E. Bevan. 1957. 
(Advertiser Press, 115.) 

Twenty-five years of the 14 Important Ratios; by R. A. 
Foulke. (New York.) 1957. (Dun & Bradstreet. ) 

*Underhil's Law relating to Trusts and Trustees; by Sir 
A. Underhill. Tenth edition, by C. M. White and M. M. 
Wells. Seventh cumulative supplement, by M. M. Wells. 
1957. (Butterworth, 8s 6d.) 


* This has been presented by the Institute to all District 


Society Libraries unger the grant of books scheme. . 
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Mew Computer Centre 
NEW Hollerith Computer Centre has recently been 


opened by The British T'abulating Machine Co Ltd ` 


at 36 Hertford Street, London, Wr. The centre com- 
prises a computer room containing a Hec General 
Purpose electronic computer, an excellently equipped 
lecture and film theatre, together with a conference 
room where points raised by computer demonstrations 
may be discussed. ` 
| The intention in establishing the centre is to provide 
forum around a working computer in which problems 
of management may be discussed in computer terms. 
One-day appreciation courses for company directors 
and four-day courses for higher management personnel 
will be held to provide potential computer users with 
a knowledge of how their particular problems may be 
solved. The rooms at the centre are to be made avail- 
able, by arrangement, to organizations, societies, and 
study groups concerned with computer problems. 

' An interesting, if light-hearted, application of a 
computer's versatility was shown by the ‘Victual 
Statistics’ that were calculated from personal informa- 
tion supplied by the Press party on such topics as their 
favourite foods and drinks, distance travelled to work 















tb the computer, the thirty-four members of the party 

ould, it appears, in their lifetimes provide a total 
contribution to the Exchequer in taxes on alcohol and 
Ztobacco — calculated at present rates of tax- of 

£x 15,862; consume 361 stones of pork, 1,748 stones of 
bacon and 1,165 stones of fruit. To provide this, and 
. other meat, 2,029 animals would have to be slaughtered, 
twenty acres of land cultivated and 340 acres of sea 
fished. These hard-pressed Press men would have 
73,981,126 hours of sleep and would travel 289 equators 
to and from work. 





| A New Automation Group 


| S noted briefly in a recent issue, The Institute of 
Chartered Accountants in England and Wales, to- 

. gether with the Scottish Institute, The Institute of Cost 
| d Works Accountants and The Institute of Municipal 
reasurers and Accountants are among the twenty- 
three professional bodies which are members of the 
British Group for Computation and Automatic 
Control. The group — known as Group B — is one of 
three which comprise the British Conference on 
Automation and Computation, the central organization 
set up last April to provide more effective liaison 
. between professional bodies having interest in these 
| fields. Group A of the Conference is known as The 
British Group for the Engineering Applications of 
Automation, while Group C is known as The British 


Group for thé Sociological and Economic Aspects of. 


Automation Techniques.. 


, The aims of The "British: Group : for Corfiputation: 


ind Automatic’ ‘Control are: ei 


| (a) To foster’ the " déveloprhent ’ dud E E of 


automatic controls, computing and data processing 
' equipment and programming techniques. 


and their average number of hours of sleep. According ` 
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(b) To afford a common meeting ground for the a 
organizations whereby such of their activities as Geh 
within the purview of the Group can, if so desired, 
be co-ordinated and extended. 

(c) To maintain, as may be desirable, liaison with other 
groups of the British Conference on Automation and 
Computation by direct contact and by representation 
on the General Committee of the British Conference. 

(d) To encourage, and, if desired, to co-ordinate the 
presentation at international conferences of British 
papers whose subjects fall within the purview of the 
Group. 

' (e) Through the General Cémmittee of the British Con- 
ference on Automation and Computation, to maintain, 
as may be desirable, liaison with corresponding 
national committees of other countries which support 
such international conferences. 


At a meeting on December 2oth, when Group B was 
formally constituted, one representative of each of 
the following societies was elected to serve with the 
honorary officers as the executive committee of the 
Group: 


The British Computer Society; 

The Institute of Bankers; 

The Institute of Physics; 

The Institution of Production Engineers; 
` The Iron and Steel Institute; 

The Office Management Association. t 

The meeting noted with interest an international 
conference on information processing methods to be 
promoted by U.N.E.S.C.O. in 1959.. 

The Hon. Secretary of the Group is Mr W. Bamford, 
Group B., B.C.A.C., c/o The Institution of Electrical 
Engineers, Savoy Place, London, WCa. ` 


Computer Development in Actuarial Work 


! [ ‘ETE development: of the electronic: computer has 
made practicable the adoption of 'linear program- 


- Ming’, amathematical technique that has been developed 


during the last decade and can be applied to such prob- 
lems as finding the most profitable allocation of resources 
or the least costly way of achieving an objective. The 
solution of problems by this method ordinarily involves 
an onerous and perhaps prohibitive volume of arith- 
metical work, but with the aid of a computer the 
method may be readily used. ` 

At a recent sessional meeting of The Institute of 
Actuaries a paper was submitted on “The application 
of elementary linear programming to approximate 
valuation’. This application adapts the technique to 
cut down the volume of records kept by a life office 
for the purpose of valuing the liabilities under its 
assurance policies. With the aid of linear programming 
the paper shows~that even though the office records 


-were reduced to a minimum, the liability in respect of 
_ a large group of assurance policies ‘could be‘ascertained 
* with confidence: within very narrow limits. The im- 


portance ‘of the paper to'the actuarial profession is that 
it opens up possibilities of new SPP to an old 
actuarial problem. 
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Each year The Accountant makes two Awards to 
companies whose shares are quoted on a recognized 
stock exchange in the United Kingdom, in relation to 
the form and-contents of their reports and accounts — 
particular importance being attached to the adequacy 
of the information given and its presentation. 

The 1958 Awards will be made in respect of reports 
and. accounts laid before companies in general 
meeting within the year ended December 31st, 1957. 


Particular consideration will be given to the making of 


an Award to a company submitting accounts which do 
not involve the complexity of those of a large group. 
^ Companies are invited to send, for consideration 
by the Panel of Judges, copies of their reports and 
accounts (with any chairman's statement circulated to 
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Reports of Public Companies 
THE ACCOUNTANT 


ANNUAL AWARDS, 1958 
CLOSING DATE FOR ENTRIES 


shareholders) to: The Secretary, The Accountant | 
Annual Awards, 4 Drapers’ Gardens, London, EC2. ` 

The closing date for the receipt of entries for the 
1958 Awards is January 318t, 1958. 


—, 


"Winning Companies in Previous Years 


Last year's Awards were presented by Colonel Sir 
Cullum Welch, opp, M.C., then Lord Mayor of 
London, to The United Steel Companies pu and ` 
Trawlers Grimsby Ltd. | 


Previous winning companies were: 1954 — Thos. W. 
Ward Ltd. 1955 - Ford Motor Co Ltd; Unilever Ltd. 
1956 — Associated Electrical Industries. Ltd; Folland 
Aircraft Ltd. 


NATIONAL INSURANCE CONTRIBUTIONS 
INCOME TAX CODING ALLOWANCES FOR 1958—59 


As is generally known, an allowance against income may be claimed for that part of contributions under the ` 
National Insurance Act which relates to benefits other than unemployment, sickness and maternity benefits. 
Because the tax tables give earned income allowance on the gross pay and this is not due on the National 
Insurance contributions unless there is an equivalent amount of investment income, the deduction on the 
notice of coding is generally restricted to seven-ninths of the allowable contribution. 

The following tables, which take into account the increased National Insurance contributions payable tr i 
I9 58-59, may be of value to practitioners and others when checking notices of coding. 


I. EMPLOYEES ETC. 


Allowable Net Coding 
contribution allowance 
Class of employee (where E.I.R. | (where E.I.R. 
not to be to be 
restricted) restricted) 
(1) Employee £ £ 
a) Man 13 IO 
b) Woman II 8 
(c) Juvenile: 
Boy vu 8 6 
Girl a 6 5 
(2) Self-employed person 
(a) Man bo 20 16 
(b) Woman 16 I2 
(3) Non-employed person 
(a) Man Se 19 15 
(b) Woman 15 12 
(4) Forces l 
(a) Man 13 IO 
(b) Woman IO 8 
(c) Juvenile: 
Boy Ge 8 6 
Girl 6 5 


II. EMPLOYERS 
Allowable Allowance 
contribution for each 
for each employee 
Class of employee employee (where E.I.R. . 
(where E.I.R. to be 
not-to be restricted) 
restricted) 
£ £ 
Man 
Weekly pay over 60: 19 15 
Weekly pay 60s or less 28 22 
Woman 
Weekly pay over Dor 16 12 
Weekly pay 60s or less 23 18 
Juverile 
Boy .. - Sp II 9 
Girl .. - ge d 7. 
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Notes and Notices 


PERS ONAL 


Messrs WiLLiaAM  CHADWICK & Co, Chartered 
Accountants, of 31 Dale Street, Liverpool, 2, announce 
that they have taken Mr WILLIAM ARTHUR LOWE, 
A.C.A., into partnership. The name of the firm will 
remain unchanged. Mr Lows is a son of Mr ARTHUR 
WHITAKER LOWE, F.C.A., the senior partner. 


Messrs Russet, & Mason, Chartered Accountants, 
of ‘Temple Chambers, Temple Avenue, London, EC4, 
announce that as from January roth, 1958, they have 
taken into partnership Mr T. B. Morrram ROBERTS, 
A.C.A., who has been with them for a number of years. 
The name of the firm will remain unchanged. 


Messrs ‘THATCHER & PAYNE, Chartered Accountants, 
of 113 Walter Road, Swansea, and Carmarthen, an- 
nounce the admission to partnership as from January 
t8t, 1958, of Mr J. MICHAEL WEAXS, A.C.A. The style 
of the firm remains unaltered. 


Messrs DERBYSHIRE & Co, Chartered Accountants, 
of Nottingham and London, announce that as from 
January rst, 1958, Mr Ceci. M. SHORE, A.C.A., who 
has been a member of the staff for a number of years, 
SC been admitted into partnership in the London 
office. 


Mr C. H. IvENS, B.A., F.C.A., announces that i from 
January 6th, 1958, he has taken into partnership Mr 
D BONSER, A.C.A, and Mr R. G. GUSTERSON, 
A.C.A., and that the name of the firm, C. H. Ivens & 
Co, Chartered Accountants, of i24 North Street, 
Rugby, remains unchanged. 


Messrs ‘TurQuanp, YouNGS & Co, of 19 Coleman 
Street, London, EC2, announce that they have 
opened an office in Tripoli at 82 Sciara 24 Dicembre. 
(P.O. Box No. 629). The office will be under the 
management of Mr Brian H. Lusk, A.C.A., who has 
been with the firm for a number of years. 


PROFESSIONAL NOTES 


Mr A G. Mason, C.A., has been appointed a director 
of The British Van Heusen Co Ltd. Mr Mason joined 


the company in 1945 as secretary and was appointed . 


financial controller and executive director in 1954. 


Mr D. Tasker, A.S.A.A., assistant secretary- -accountant 
‘of Mansfield Shoe Co Ltd, has been appointed secre- 
‘tary of the company as from January rst, 1958. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


Sir Edward Boyle, M.P., Parliamentary Secretary to the 

‘Ministry of Education, was the guest speaker at a 
‘luncheon of the London and District Society of 
‘Chartered Accountants held at the Connaught Rooms, 
‘London, WC1, last Monday. Mr E. K. Wright, 
M.A., F.C.A., Chairman of the Society, presided. 


REVENUE PAPER 
Hilary Sittings °1958 
CouRT OF APPEAL 

The following cases are down for hearing in the Court 
of Appeal 
C.I.R. v. Phyllis M. Carlish. 
CIR v. Brancepeth Coal Co Ltd. bd 
C,I.R. o. Whitworth Park Coal Co Ltd. 
C.I.R. v. Ramshaw Coal Co Ltd. 


High COURT 


The following cases are down for hearing before Mr 

Justice Vaisey in the High Court: 

B. E. V. Sabine (Inspector of Taxes) v. Lookers Ltd. 

Petition 

In the matter of the Estate Duty on the Estate of Charles 
Gerald Beasley, deceased, and in the matter of the 
Finance Act, 1894,. Section IO, between Ellen Beatrice 

. Beasley (widow), Ronald Agars Walker and John Edward 
Holdich Warnaby v. C.I.R. 

Joseph Wright v. Victor Douglas Boyce (Inspector of: Taxes). 

C.I.R. v. Arthur Ralph Cook. 


ear John Angel (Inspector of 'T'axes) v. Hollingworth 


John Everard Caro (Inspector of Taxes) v. Imperial 
Chemical Industries Ltd. 


Henry Barrett & Sons Ltd v. R. P. McKeone (Inspector of 
Taxes). 


A. N. Faithfull v. R. C. S. Browne (Inspector of Taxes). 


Westminster Bank Ltd, as trustee of the will of the Right 

- Hon. C. A. McCurdy, deceased e. L. Barford (Inspector 
of Taxes). 

Robert Ephraim Venn (Inspector of Taxes) v. Harry Franks. 

Lamport & Holt Line Ltd. o Miss March McColl Langwell 
(Inspector of 'l'axes). 

R. N Hinton (Inspector of Taxes) v. Maden & Ireland 


John Hyman Bloom v. Norman Kinder (Inspector of Taxes). 


» FIRM’S GOLDEN JUBILEE 


This month marks the golden jubilee of the firm of 
Barton, Mayhew & Co, which was founded by Sir 
Harold Barton and Sir Basil Mayhew on January ist, 
1908. On New Year's Day the two founder partners, 
with Lady Barton and Lady Mayhew, gave a luncheon 
party at The Great Eastern Hotel at which their guests 
included past and present partners of the firn and 
members of their families, as well as a number of 
friends who were closely associated with them in tme 
firm’s foundation. 

On January 8th the firm's present partners gave a 
dinner at The Dorchester Hotel to the founders. 
Amongst those present were past partners, managers, 
members of the staff having completed twenty-five 
years’ service and many former members of the staff. 
Following this dinner, presentations in commemora- 
tion of the occasion were made by the partners to the 
founders and also by the managers and staff to the 
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THE INSTITUTE OF GOST AND WORKS 
ACCOUNTANTS 


DINNER AT THE HOUSE op COMMONS 

The President of The Institute of Cost and Works 
Accountants, Mr James Borsay, F.C.W.A., gave a 
dinner party at the House of Commons (by courtesy of 
Sir William Steward, M.P.) last Tuesday. The company 
totalled about 100, composed of the Rt. Hon. Derek 
Walker-Smith, T.D., Q.C., M.P., Minister of Health, 
the Rt. Hon. Lord Mancroft, M.B.E., T.D., Minister 
Without Portfolio, Mr R. McKinnon Wood, opp, 
J.P. The Rt. Hon. the Chairman of the London 
County Council, and: 

Messrs G. H. Andrew, C.B., wW. O. Atkinson, M.B.E., 
F.I.M.T.A., o L. Barrows, F.c.A., Michael S. Berger, A.C.A. 
Stanley J. D. Berger, M.C., F.C.LS., Roland Bird, F. Sewell 
Bray, F.C.A., F.S.A.A., Sir George Briggs, Mr E. F. Brown, 
F.C.W.A., the Rt, Hon. George Brown, M.P., Mr G. J. Burr, 
F.C.W.A., Dr P. S. de Q. Cabot, Messrs S. P. Chambers, 
L. F. Cheyney, F.L.M.T.A., FS.AA, W. M. Clarke, J. F. 
Coales, O.B.E, M.A., F.INST.P., M.LEE, A. R. Cooper, 
M.ENG., MIER, M.INST.F., fan A. F. Craig, O.B.E., B.A., 
Sir Graham Cunningham, K.B.E., LL.B. 

Messrs Thomas Degenhardt, M.A., A.C.8&., F. G. Dew, 
F.C.W.A., Richard Dimbleby, O.B.R., Roland Dunkerley, 
J-P., F.C.W.A., Derek du Pré, D. E. Edmonds, F.C.W.a., 
Frederick Ellis, E. Emmerson, A.C.A., F.C. W.A., La Frankland, 
A.C.A., E.C.W.A., H. J. Furness, F.C.W.A., J. M. Glover, 
F.C.W.À. 

Mr W. Hall, F.c.w.a., the Rt. Hon. The Earl of Halsbury, 
F.R.I.C., F.INST.P., Messrs Bernard Harris, W. E. Harrison, 
F.C.W.A., Sir Edwin Herbert, Mr F. M. wW. Hird, A.C.A., 
P.C.W.A., Sir Oscar Hobson, Messrs D. Q. Holland, Basil 
Hughes, F.R.I.B.A., F.R.I.C.8., F. Johnson, F.c.w.a., the 
Rt. Hon. Lord Latham, J.P., F.A.C.C.A., Professor J. J. 
Lawlor, M.A., Mr W. H..Lawson, C.B.E., B.A., F.C.A., Sir 
Frank Lee, K.C.B., C.M.G., Messrs J. Liddell, F.C.W.A., 
F.C,1.8., F. Livock, T. G. Lund, C.B.R. 

Messrs E. H. V. "McDougall, Alan S. MacIver, M.C., B.A., 
P. J. Mantle, c.M.G., A. C. S. Meynell, F.a.c.c.a., L. W. 
Millett, p.F.c., Ian "T. Morrow, C.A., F.C. W.A., A. W. Muse, 
F.A.C.C.A., F.C.W.A.,, G. Nicholson, F.c.w.a., Sir Charles 
Norris, K.B.E., C.B., D.8.0., Councillor Sir Charles Norton, 
M.B.E., M.C., J.P., Sir John Nott-Bower, X.C.V.O. 

Messrs F. Cameron Osbourn, M.B.E., B.A., LL.B., John F. 
Phillips, LL.M., G. J. Pierce, F.C. W.A., Sir Harry Pilkington, 
Messrs George Pollock, oc, C. E. Power, A.C.A., F.C.W.A., 
Sir Jeremy Raismian, G.C.I.E., K.C.8.1., Messrs P. E. Randall, 
A.C.W.A., Spencer M. Reis, L. A. Rich, F.C.W.A., W. S. 
Risk, B. COM., c.a., General Sir Brian Robertson, G.C.B., 
G.B.E., K.C.M.G., D.8.0., M.C., Mr R. A Rowbottom. 

Messrs F. W. H. Saunders, F.C.W.A., George Schwartz, 
L. W. Seddon, F.c.w.a., Dame Evelyn Sharp, D.B.E., 
Messrs F. H. Sharpe, A.C.W.A., J. Shields, r.c. w.A., Basil 
Smallpeice, B.COM., A.C.A., G. B. Souster, F.C.W.A., R. J. W. 
Stacy, c.B., G. C. Stone, F.C.W.A., M. Tattersfield, A.C.A., 
J. C. Tonge, F.C.W.A., A. Tuck, $. C. Tyrrell, F.C.w.A. 

Messrs Arthur E. Webb, W. T, Wells, oc, M.P., Francis 
Whitmore, E. W. Whittaker, F.c.W.A., J. Reed Wilkinson, 
R. B. Williams-Thompson, Sir Thomas Williamson, C.B.E., 
Messrs Harold Wilmot, opp, F.c.w.a., J. P. Wilson, 
F.C.W.A., A.C.1S., C. F. Wood; F.LA., W. F. Ss. Woodford. 

Mr Borsay welcomed the guests and Mr Walker- 
Smith expressed their. appreciation. There were no. 
formal speeches. 


INSTLTUTE OF. ACTUARIES 
An ordinary general ‘meeting of the Institute of 
Actuaries will be held: in Staple Inn Hall on January 
27th, at 5 p.m., when Mr M. T. L. Bizley, F.LA., 
F.S.S., F.I.S., will read a paper on A measure of'smooth- 


ness and some remarks ` ‘on. ‘a- new ^ principle of i 


graduation’, 


THE 
ACCOUNTANT 


January 18th, 1958 


SEVENTH INTERNATIONAL CONGRESS 
RECORD OF PROCEEDINGS 
The Secretariat of the Seventh International Congress 
of Accountants 1957 has announced that the record 
of proceedings is expected to be published in April. 

The Congress fee covered one copy of the book; 
accordingly those who .attended the Congress will in 
due course receive a copy without the necessity of 
making prior application. Those who require additional 
copies or who did not attend the Congress may obtain 
copies of the book at 25 florins (approximately £2 10s) 
each. 

As noted in the report of the proceedings of the 
Council elsewhere in this issue, a notice is to be 
sent to all members of The Institute of Chartered 
Accountants in England and Wales towards the end 
of this month regarding the procedure for purchasing 
copies of the volume. With this notice members are 
being supplied with an order form which they are 
asked to submit to the Institute who will forward 
therm in bulk to the Congress Secretary. This procedure 
does not, however, apply to incorporated accountants 
who have yet to be admitted to membership of the 
Institute and who therefore will not be receiving the 
Institute notice. Buch members of the Society may 
obtain copies of the Congress book by making direct 
application to the Congress Secretary, Mr A. L. 
de Bruyne, Secretary, Seventh International Congress 
of Accountants, 1957, Herengracht 491, Amsterdam. 


INSTITUTE OF INTERNAL AUDITORS 
INAUGURAL MEETING OF MANCHESTER CHAPTER 
Mr W. J. Smith, c.a., the European Regional Vice- 
President of The Institute of Internal Auditors will 
preside at the inaugural meeting of the Manchester 
Chapter of the Institute which will be held at 7.30 
p.m. next Wednesday, at The Chartered Accountants’ 
Hall, 46 Fountain Street, Manchester, 2. Mr Smith will 
be supported by Mr J. O. Davies, F.c.A., A.C.W.A., the 
President of the London Chapter, until a President of 

the Manchester Chapter is elected at the meeting. 


INDUSTRIAL AND FACTORY LAW 


A course on industrial and factory law will be held 
under the auspices of the Industrial Welfare Society 
on February 4th, sth and 6th at Robert Hyde House, 
48 Bryanston Square, London, Wi. Mr Harry 
Samuels, M.A., Barrister-at-Law, will be the lecturer. 
The course will cover the legal groundwork neces- 
sary to industrial managers and executives, and further 
information may be obtained from the administrative 
officer of the Society at 48 Bryanston Square, Wi. 


NEW GOVERNMENT ACTUARY 
APPOINTED 


Sir lee Maddex, K.B.E., is retiring from the post 
of Government Actuary at the end of March. He will 
"be succeeded by Mr Herbert Tetley, c.B., who has 
been Deputy Government Actuary since 1953. 
Appointments to the post of Government E 
are made by the Chancellor of the Exchequer with 
the approval of the Prime Minister. Sir George Maddex 


was appointed in 1946. The post carries a salary of ` 


£5,000 per annum. Mr Tetley, who is aged 49, joined 


the Government Actuary’s department in 1951 from 
the National’ Provident Institution where he held the 
post of -Joing Actuary. 
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LEEDS AND BRADFORD STUDENTS’ 
RESIDENTIAL COURSE 


‘The seventh annual residential course to be arranged 
jointly by the Leeds, Bradford and District Society of 
Chartered Accountants, the Leeds and District Char- 
tered Accountant Students’ Association and the 
Bradford and District Chartered Accountant Students’ 
Society will be held during the periods March xoth 
to 13th and March 17th to 2oth at Grantley Hall, near 
Ripon. 

The first course is for Intermediate students and 
the second for Final students. Both courses have an 
interesting programme of lectures on subjects within 
the Institute's syllabus, particularly on those subjects 
which are found to cause most difficulty to students. 


PRESENTATION 
Tribute to District Society Secretary 


At a cocktail party held in Cardiff on January 3rd 
and attended by the President of the District Society, 
Mr T. H. Trump, F.s.a.a., and a large gathering of 
members -and their ladies, a cocktail cabinet was 
presented to Mr Tudor Davies, F.s.a.4., a Past Presi- 
dent of the District Society, in appreciation of his 
services as honorary secretary for the past eighteen 
years. 

Making the presentation on behalf of the members, 
Sir Frederick J. Alban, C.B.E., J.P., F.8.A.4., said that as 
& Past President of the Society he was particularly aware 
of the heavy burden of work carried by district society 
secretaries. Mr Davies had made a great contribution 
to the welfare of the District Society and had earned 
E. respect and gratitude of members and students 

e. 

Mr Davies, who was accompanied by Mrs Davies, 
expressed his thanks to the membera for the co- 
operation he had always received from them and for 
the presentation which. would be a happy reminder of 
p za friendships he had made ads his period 
of office 


, 


UNIVERSITY OF LONDON LECTURE 
ON INFLATION 


A special University of London lecture entitled ‘Can 
cost inflation be distinguished from demand inflation?’ 
is to be given by Prof. W. J. Fellner, PH.D., Professor 
of Economics at Yale University, at the London 
School of Economics and Political Science, Houghton 
Street, Aldwych, WCz, on January 23rd. The chair 
will be taken by Prof. L. C. Robbins, c.B., B.8C.(ECON.), 
M.A., F.B.A., Professor of Economics in the University 
of London. The lecture will commence at 5 p.m. and 
admission is free and without ticket. 
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INVERNESS ACCOUNTANTS' DINNER 


À company of nearly forty attended the first annual 
dinner of the Inverness Local Area of The Institute 
of Chartered Accountants of Scotland held recently 
at the Highland Club, Inverness. Mr Alexander 
Martin, C.A., took the chair and the principal guests 
were Mr James T. Dowling, C.A., President of the 
Scottish Institute, who addressed the meeting, and 
Mr Robert Marshall, B.COM., C.A., Vice-President of 
the Institute. 

The: territory comprising the Inverness Local Area 
stretches from Moray to Stornoway and the Shetland 
Islands. T'he area hon. secretary is Mr W. J. Meikle- 
john, GA, 19 Church Street, Inverness. 


THE BRITISH COMPUTER SOCIETY 
FORMATION OF LEEDS BRANCH 


The Leeds branch of The British Computer Society 
was formed at a meeting held at Leeds City Art 
Gallery on January 15th, under the chairmanship of 
Dr A. S. Douglas, PH.D., director of Oe electronic 
computer laboratory, University of Leeds. The guest 
speaker was Mr D. W. Hooper, M.A., A.C.A., Chairman 
of Council, who took as his subject ‘The profession of 
computing ~ general practitioners and specialists’. 

Information concerning membership of the Brunch 
and of its activities.may be obtained from the Secretary, 
The British Computer Society, 29 Bury Oireet St 
James’s, EES SWi. 


OFFICIAL RECEIVER APPOINTMENTS 


The Board of Trade has announced the following 
appointments: 


Mr Ronald William Francis Pagan to be official receiver 
for the bankruptcy district of the County Courts of Liver- 

ool, Bangor, Birkenhead, Chester, Portmadoc and Blaenau 

estiniog, Warrington, Wigan, and Wrexham, as from 
November 29th, 1957. 

Mr Thomas Arthur Tuck to be official receiver for the 
bankruptcy district of the County Courts of Canterbury, 
Rochester and Maidstone, as from November 29th, 1957. 

Mr Philip Anthony Lawrence to be assistant official 
receiver for the bankruptcy district of the County Courts 
of Liverpool, Bangor, Birkenhead, Chester, Portmadoc and 
Blaenau Festiniog, Warrington, Wigan, and Wrexham, as 
from January 1st, 1958. 

Mr Kenneth Matthewson to be an assistant official 
receiver for the bankruptcy district of the County Courts 
of ‘Bristol, Bath, Bridgewater, Cheltenham, Frome, 
Gloucester, Swindon, and Wells, and also for the bankruptcy 
district of the County Courts "of Exeter, Barnstaple and 
‘Taunton, as from January tst, 1958. 

Mr John Francis O'Reilly to be an assistant official 
receiver for the bankruptcy district of the County Courts 
of Birmingham, Coventry, Dudley, Hereford, Kidder- 
minster, Leominster, Stourbridge, Walsall, Warwick, West 
Bromwich, Wolverhampton, and Worcester, as from 
January 6th, 1958. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI > 


Telephone: Victoria 2002 (3 lines) 
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INTERNATIONAL CHAMBER Ge 
. COMMERCE e 
- 1959 CONGRESS IN WASHINGTON 


' he seventeenth btennial congress of the interhaonat 
Chamber of Commerce will be held in Washington in 
1959 from April 18th to 24th. The last time an I.C.C. 
Congress was held in the United.States was in 1931, 
also in Washington, e 

From 1947 the biennial congresses have been held 
successively at Montreux, Quebec, Lisbon, Vienna, 
Tokyo and Naples (in May of last year). They have 
provided an exceptional opportunity for business 
leaders of.every country to exchange ideas, and a 
featfire of post-war congresses in particular. has been 
the increasing attendance of observers from Govern- 
ments and. inter-governmental bodies. . 
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"AUTOMATION AND MANAGEMENT 


A three-day residential course for senior executives on 
the impact of computers and automation on manage- 
ment is being held from May 6th-8th by the Sundridge 
Park Management Centre. 

The course will analyse those matters which require 
management consideration and preparation if full value 
ts to be derived from the potentialities of new develop- 
ments in automation. The practical, technical and 
organization problems in devising and handling contro] 
data and setting up standards of performance will be 
reviewed and the economic and human problems will 


also be studied. Further information concerning the 


course, for which the inclusive residential fee is 
twenty guineas, may be obtained from The Director, 
Sundridge Park Management Centre, Bromley, Kent. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students! Committee 


Survey of Articled Clerks’ Conditions 


'l'he invitation to a discussion, contained in the letter | 


dated October r4th, 1957, from the Committee to all 
members, was answered by 189, of whom about 60 
attended a meeting at the Chartered Insurance Hall on 
December 5th. 

At the meeting only a very few of those present spoke 
directly in support of the suggested survey, and in the 
opinion of the Committee no further case was made 
out that any really useful purpose would be served. 
Nevertheless, the members of the-Committee have 
the proposal in mind, and there may be an opportunity 
of considering this matter in the Union of Chartered 
Accountant Students’ Societies. 

Several speakers took the opportunity: afforded by 
the meeting of making comments and some criticism 
on a number of varied points in relation to the, work 
of the Society. The Committee think that an op- 
portunity of hearing the views of individual members, 
other than at the more formal annual general meetings, 
is. to be welcomed, and accordingly they are consider- 
ing - the desirability of arranging. informal meetings 
from: time to time at which members will have an 
opportunity.of putting forward their views and com- 
ments and of discussing the affairs of the Society SCH 
members of the Committee. l l , 


Intégration. 


The Committee has invited five members of the 
Incorporated Accountant Students’ Society to attend 
its meetings as observers. Certain changes in the 
Society’s rules will have to be made before they can 
become full members. The observers are: 
Messrs J. F. Richardson-Conway,. K. E. C..Payne, 
L. C. Hopewell, J. S. Edge-Partington, A.C.A., 
TN. Wilson. ~ - 


New Members' Meeting 

A. special. welcome meeting, attended by the Lord 
Mayor, was arranged for January 14th, in Guildhall, 
at which not only new members of the Society were 
welcomed but also those who were transferring from 
the Incorporated Accountant Students! Society. An 
address on ‘Apprenticeship’ was given by the President 
of the Students! Society, Sir Harold Gillett, M.C., 
F.C.A. 


` Guildford Area Branch 
A meeting to restart the branch in the Guildford area 
was held on Tuesday, January 7th, in Dorking. It is 
hoped to hold one or two lectures in the spring for the 


benefit of the Society members living Or working in 
mid-Surrey. 


Chelmsford Branch’s Suppér I Dance ' 


' The Chelmsford Branch of the London Students’ 


Society welcome all those who live or work near 
Chelmsford or Brentwood to a supper dance on 
Friday, January 31st, at the. Cannons Restaurant, 
Chelmsford, from 9 p.m. till r. ám. Double tickets 
are one guinea and can be obtained from the hon. 
secretary, c/o Messrs Luckin & Sheldrake, ‘Waterloo 
Chambers, Chelmsford. . 


Next Week’s | Meetings 


The following meetings of the SES Society 

will be held next week: - 

Monday, 5.30 Pm. at luti ume on Executor 8 
accounts’, by R. Glynne Williams, F.C.A., F.T.1.1, 

Friday, 5.30 p.m., at Beaver Hall d Mansion House 
Station): Lecture.on ‘Design for published accounts’,. by 
Mr John Perfect, F.c.A. 


ge =- Saturday: Badminton: match v: -University College- - - - 


Goror- are CONOCEN LOSS 
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The Revenue’s 100th Report 


I week the Stationery Office published the hundredth 
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report of the Commissioners of Inland Revenue}, being the 
report for the year ended March 31st, 1957. - 

. The report recalls that in November 1856, the Lords Com- 
missioners of Her Majesty’s Treasury wrote to the Board of ` 
Inland Revenue. requesting that reports, embracing the whole 
calendar year should be submitted annually for the purpose of 
being laid before Parliament, and added: 


"It is to be regretted that such a custom has not been called into 
existence at an earlier period, and the want of a uniform series of 
condensed and comparative information, which would be invaluable 
, for purposes of reference, has been much felt,’ 


The first report was made in February 1857 and dealt not E: 


with the year 1856 but also with the changes which had occurred 


in the duties of excise, stamps and taxes since 1848, when the 
Board of Inland Revenue was first constituted. It also gave state- 
ments of the receipts of each duty since its origin, together with 
other statistics bearing on the history of the Department. Subse- 
quent reports dealt with financial years instead of calendar years: 
no report was made in 1870 and the fourteenth report dealt with 
two years together. - 

The hundredth report has been signalized by an expansion 
of the information given on three matters of general interest: 
the organization of the Department, the description of the duties 
under its management, and a consolidated list of extra-statutory 
concessions. "The list of concessions (current at the end of 1956) 
is reproduced elsewhere in this issue. 

The expanded information about the administration of the 
Department is of particular interest. The total staff at March 31st, 
1957, was 51,466. This was only twenty-seven less than the 
corresponding figure a year earlier, but it masks more considerable 
changes: there was a decrease of 513 in the Chief Inspector of 
Taxes Branch and an increase of 405 in the Valuation Office. 

The so-called 'Secretaries' Office' comprises four main divisions. 
The Stamps and Taxes Division, with a staff of 114, carries out 
under the Board the general work of administration and manage- 


. ment of the Inland Revenue duties. 'The Establishments Division 


(276) deals with the recruitment, organization, management, 
accommodation and welfare of the staff of the whole Department. 
The Statistics and Intelligence Division (127) collects statistics 
relating to Inland Revenue duties. It also collects information on 


1 Cmnd. 341. 9s 6d net. 
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Commonwealth and foreign taxation systems. 
Finally, the Assessments Division (278), situated 
at Worthing, is primarily concerned with the 
collection of arrears of tax which cannot be 
collected locally. This division also assesses and 
collects corporation duty and deals with the 
redemption of land tax. 

Quite the largest branch of the Department is 
that of the Chief Inspector of Taxes with about 
32,813 employees. It is responsible for the day-to- 
day administration of income tax and profits tax- 
and consists of a headquarters staff, situated 
partly in London and partly in the provinces, and 
about 660 local tax offiges throughout the United 
Kingdom, each in the charge of one of H.M. 
Inspectors of Taxes. These local offices compute 
income tax and profits tax liabilities from returns 
and business accounts sent in by taxpayers, 
administer ‘pay-as-you-earn’ for the area and 
settle most income tax repayment claims. The 
headquarters administration deals with the general 
oversight and management of the work of the 
Chief Inspectors’ branch and performs various 
specialized duties such as the examination of 
claims for relief from income tax by charities 
and by persons resident abroad, the assessment 
to income tax of the earnings of the Civil Service 
and the armed forces, and the handling of cases 
of fraud and evasion in relation to income tax 
and profits tax. 

The office of the Accountant and Comptroller- 
General of Inland Revenue has a staff of about 
5,717 and is primarily responsible for the col- 
. Jection of income tax, land tax and profits tax in 
England, Wales and Northern Ireland; the 
receiving, controlling and bringing to account of 
all Inland Revenue duties; and controlling and 
accounting for the expenditure out of the Inland 
Revenue vote. The collection of income tax and 
land tax is done from 306 local offices, each under 
the immediate control of a Collector-in-charge. 
Headquarter offices in London and Worthing 
are charged with the direct collection of profits 
tax and the oversight of the local collection offices. 
A small audit division, with a regional organiza- 
tion, is concerned with the examination of 
employers' records of tax deducted under the 
‘pay-as-you-earn’ system and with the audit of 
repayments dealt with by local inspectors and of 
the accounts of local collectors of taxes. 

At Thames Ditton, Surrey, is the office of the 
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Special Commissioners of Income Tax (1,435 
employees) which is concerned mainly with the 
assessment and collection of surtax and the 
making of certain income tax assessments. The 
Clerk to the Special Commissioners is also the 
Inspector of Foreign Dividends and in this 
capacity he has a small staff which deals with the 
arrangements for the taxation through paying 
agents in this country of dividends received from 
abroad and also with various matters in con- 
nection with claims for exemption or relief from 
income tax under double taxation agreements. A 
Conjoint Office, staffed jointly by officials of the | 
United Kingdom and of the Republic of Ireland 
deals with the computation of relief under the 
double tax agreement between the two countries. 
It might be mentioned here, although the report | 
does not say so, that only one of the Special 
Commissioners is actively concerned with the 
functions of assessing tax; the others exercise 
appellate functions throughout the United d 
dom, their office being in London. 

There are two Estate Duty Offices, one i 
London with a staff of 723 and one in Edinburgh. 
with a staff of about 100, which are responsible 
for the assessment and collection of estate duty: 
and also of the other and now obsolescent death 
duties such as legacy and succession duties.: 
Northern Ireland has levied its own death duties 
since 1921. 

The Office of the Controller of Stamps (staff 
279) is responsible for the assessment of stamp: 
duties in England and Wales, for the adjudication 
of documents as being properly stamped or as 
not requiring any stamp, and for the distribution, 
not only of Inland Revenue stamps under the 
Stamp Act, but also of fee stamps. There is a 
head office in London and sixteen branch Stamp 
Offices, each in charge of a Distributor of Stamps, 
in London and the larger provincial cities in 
England and Wales. Northern Ireland levies its 
own stamp duties. 

Stamps are also the concern of the Office of 
the Director of Stamping (staff 332) which deals 


` with the mechanical work required in connection 


with the collection of stamp duties. At Somerset 
House and at Manchester there is power-driven 
machinery for embossing stamps in bulk on 
cheque forms and other documents. Hand- 
operated machinery is used for embossing stamps 
in other stamp offices. 


+ 


| 


| January 25th, 1958 


108) and one in Edinburgh (ten) to advise the 
Inland Revenue on questions of law arising out 
of the work of the Department, to represent the 
Crown i in appeals against certain tax assessments, 


to conduct legal proceedings for the recovery of 


arrears of duty, to prosecute in case of fraud, 
and to carry out other litigation in which the 
Department becomes involved. 

. The Comptroller of Stamps and Taxes is an 
official who exercises for Scotland most of the 
functions which in the rest of the United Kingdom 
are performed by the Stamps and Taxes Division 
of the Secretaries’ Office, the Accountant and 
Comptroller-General, the Controller of Stamps, 


and the Director of Stamping. He has a staff of 


about 563, his headquarters are in Edinburgh 
and he controls in Scotland nineteen local collec- 
tion offices and two stamp offices. 

, Finally, there are separate Valuation Offices for 
England (including Wales) and for Scotland. 
The Office for England and Wales comprises 
the Revenue and Compensation Branch (staff 
2,016) and the Rating Valuation Branch (staff 
4,202), each with separate local and regional 


organizations. The first deals with the capital 


Valuation of property, the second maintains the 
current rating valuation lists. In Scotland there 
is a Valuation Office (staff 218) which does not 
deal with rating. 

, The back duty drive figures prominently i in the 
report, but whereas it appears in the Inland 
Revenue Appropriation Accounts under the 
heading ‘Fraud and Evasion’, in the report the 
heading is ‘Under-assessment of Profits’. Figures 
already appearing in the appropriation accounts 
are repeated! but the following table of minor 


| cases settled by local Inspectors is also given: 


|Year ended Number Total charge 

March 31st of cases raised 

| £ 

!  I951 1,654 165,344 

| 1952 5,218 420,650 

! 1953 136,188 5,399,215 
|o 1954 133,757 4,927,412 
|. 1955 75,580 2,358,746 
|. 1956 35,183 1,018,282 
| | 1957 37,578 940,002 


| The number of criminal prosecutions by the 
Inland Revenue remains remarkably small. For 


$ The figures were reproduced in our issue of December 
14th, 1957. . e 
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tax frauds, i.e. false accounts and returns, omitted 
sales and fictitious purchases, fictitious betting 
accounts, etc., there were only fifteen prosecu- 
tions. Fourteen convictions were secured, the 
remaining case being abandoned owing to the 
ill health of the accused. False«claims to personal 
allowances or in respect of travelling expenses, 
and false repayment claims, gave rise to thirty- 
one prosecutions and thirty-one convictions. ` 
P.A.Y.E. frauds gave rise to eight prosecutigns . 
and eight convictions: five employers and three 
employees. 

There are some interesting new figures about 
the earnings of men amd Women in employment. 
In 1955-56, of the nineteen million or so people 
in employment, less than five million were 
females, and over four million of these received 
earnings under £400 for the year. Men earning 
up to £400 numbered less than 34 million. Less 
than one hundred women earned {5,000 or over, 
against 13,000 men. Clearly this is still a man's 
world as far as lucrative employment is concerned. 

The total number of individuals in the United 
Kingdom with incomes over the exemption limit 
in 1956-57 was less than twenty-one million, of 
whom three and a half million were relieved from 
tax by the operation of the personal allowances. 
The total number chargeable with tax has 
increased from fourteen and a half million 
in 1947-48 to seventeen and a half million in 

1956-57. More than three-quarters of the indi- 
vidual incomes were below {1,000 in 1955-56. 
About 2,500 people had incomes, before tax, of 
£20,000 or over; and another 11,200 people had 
incomes in the range {10,000 to £20,000. After 
tax, however, only 600 people had incomes of 
£6,000 or over; 12,000 people had net incomes 
between {£4,000 and £6,000, and nearly 150,000 
had net incomes between {£2,000 and £4,000 

The profits tax statistics show a further con- 


siderable build-up in the amount of potential 


distribution charge. Of a total chargeable profit 
in 1955-56 of £2,910 million, only £755 million 


.was charged at the distributed rate. Distribution 


charges were made on only {60 million so the net 
increase in the amount on which a potential 
distribution charge exists was nearly {£2,100 
million. The current total must be enormous and 
must of course add to the pressure on the 
Government to abandon the two-tier profits tax 
structure. ) SH 
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Doctors’ and Dentists’ Pensions 
PROVISIONS UNDER THE NATIONAL HEALTH SERVICE 


by HUGH BARRY 
Deputy Secretary, British Dental Association 


SHE number of general practitioner doctors 
eH and dentists seeking advice on their 
superannuation rights is likely to increase 
during the coming year, for in July many 
practitioners will have completed ten years in 
the National Health Service and may be eligible 
to retire on pension. 
- This article sets out the main rules governing 
benefits under the National Health Service 
Superannuation Scheme for general practitioners 
who retire after reaching the age of 60. Except 
where the opposite is indicated, the rules are the 
same for both doctors and dentists. 


Superannuable Remuneration 


Contributions and benefits are based upon 
superannuable remuneration. This is calculated 
as follows: 


(a) For. Doctors 
For doctors superannuable remuneration means 
all payments made by the Executive Council, 
minus: u l 
. (i)a deduction of a certain percentage as an 
allowance for practice expenses. In respect of 
mileage payments and payments for drugs 
dispensed the deduction is 50 per cent. In 
respect of all other payments the deduction 
was 35 per cent up to April rst, 1953, and has 

been 30 per cent since that date; and 
(ii) the amount of the remuneration paid to ei 
assistant as approved by the Executive Council. 


(b) For Dentists 
For dentists superannuable remuneration means 
the gross fees earned in the practice, minus: 


(1) a deduction of 52 per cent as an allowance for 
practice expenses; and 


[ (ii) the amount of the remuneration paid to any 


assistant as approved by the Executive Council. 


‘Gross fees’ here include any statutory contri- 
butions paid by patients towards the ordinary 
cost of dentures or treatment, but exclude the 
charges which are occasionally payable for more 
expensive appliances or treatment. 

Since April 1950, there has been a limit of 


£3,500 upon the amount of superannuable 
remuneration which may be credited to a dentist 
in any one year. Earnings above this limit are 
disregarded for the purposes of superannuation. 


Partnerships 
(a) For Doctors 
Medical practitioners in partnerships have the 
partnership's total remuneration divided equally 
between them for superannuation purposes unless 
they choose one of the following alternatives: 
(i) that their remuneration be allocated between 
them on the basis of their individual shares in 
the partnership profits; or 
(ii) that it be allocated between them on the basis 
of their shares in the partnership profits, but 
adjusted to take account of superannuable 
remuneration from employment in any other 
branch of the Health Service (e.g. in the 
hospital service). | 


(b) For Dentists 


Dental practitioners in Gart are normally 

credited with superannuable remuneration accord- 

ing to the fees which each of them earns. If they ' 
wish, however, they may require the Executive 

Council to allocate the total earnings of the 

partnership between them in proportion to their 

respective shares in the profits. 


Age Limits 


The practitioner's contribution to the scheme is | 
6 per cent of superannuable remuneration, and 
normal pensionable age is 65. À practitioner may, 


' however, retire at 60 or after if he wishes and 


draw any benefits his length of service entitles 

him to. lf, on the other hand, he wishes to 

continue working after 65 and that this further 

service should be taken into account for super- 

annuation purposes, he can apply to the Minister 
for his pensionable age to be extended to any age | 

up to 70. 

Benefits 


The benefits payable to a retired practitioner. 
depend upon his length of service. In the first 
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place, however, it should be made clear that a 
person who retires before 60 is not entitled to any 
benefits under the scheme. He will receive only 
the return of his own contributions to the scheme 
less tax. The only exception to this rule is where 
retirement is due to ill health: ‘special rules then 
apply which are not dealt with in this article. 

Retirement with less than five years’ service 

No benefits are payable where a practitioner 
retires with less than five years’ service. He 
receives only the return of his contributions less 


| tax. 


| 
Retirement with between five and ten years! service 
A practitioner who retires at 60 or after with at 


i least five but less than ten years’ service to his 


credit is eligible for the following benefits: 
| (i) Retiring allowance. This is a lump sum equal 
| to his total contributions to the scheme plus 
| compound interest at 24 per cent. It is payable 
immediately after his retirement. 


Wé Death gratuity. 'l'his is a lump sum calculated 
differently for doctors and for dentists. 


| (a) For doctors 

| For doctors the first step is to calculate the 
average annual income of superannuable 
remuneration during the three years immedi- 
ately prior to retirement. There is then deducted 
from that figure the amount of the retiring 


‘the death gratuity. 


(b) For dentists 
For dentists the calculation is the same as for 
doctors except that the average is taken not 
over the last three years but over the whole of 
the dentist's service. 
The death gratuity, for both professions, is 
| normally paid on death, but the practitioner 
may apply to the Minister for the then capital 
value of the death gratuity to be paid to him at 
| the time of his retirement in addition to the 
retiring allowance. The Minister may refuse to 
grant an Too of this kind if the practi- 
tioner could have completed ten years’ service 


| 
i 
| 
^| allowance already paid. The resulting figure is 
| 
| 


l 
| 
| before reaching 65. 

The capital value of a death gratuity will vary 
| with the age of the practitioner at the time he 
| retires, but an approximate scale is as follows: 


| Percentage of 
| death gratuity 
| Ageon payable as its 
retirement capital value 
| Men 60-63 70 per cent 
64-66 75 ii 
| , 67 — 7o 8o - 
| Women 60-62 65  , 
: 63 — 65 70.» 
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Retirement with at least ten years’ service 

A practitioner over 60 who retires with ten or 
more years’ service to his credit is eligible for E 
following benefits: 3 


(i) A pension. This is an annual sum equal tó 
1j per cent of the practigoner's total super- 
annuable remuneration during the whole of 
his time in the Service. 

(ii) A retiring allowance. This is a lump sum of the 
same size as the pension if the practitioner-has 
a wife eligible for a widow’s pension. Otherwyse . 
it is three times the size of the pension. 

(iti) A widow’s pension. If he is married and his 
wife survives him she will be entitled to a 
pension of one-thjrd of the practitioner’s own 
pension. 

A widow is not eligible for a pension where 

(1) she was married on or after the date on which 
her husband became entitled to a pension; or 

(ii) she is entitled to a pension under the scheme in 
her own right, e.g. as a medical officer in the 
hospital service. But if she earned her pension 
as a general practitioner in the National 
Health Service she is entitled to draw both her 
own retirement pension and the widow’s 
pension. ` E 


Reduction for National Insurance Pension 


À practitioner who becomes eligible for a National 
Insurance retirement pension at 65 (60 for a 
woman) will normally have his National Health 
Service pension reduced from then on by 
£1 14s od a year for each year of his National 
Health service. This rule does not apply to the 
following classes of. person who are entitled to 
draw both pensions in full: ` 


(i) Those who were in the Health Service on 
July 5th, 1948, unless they exercised an option 
to reduce their contribution and to accept this 
reduction in pension. 

(ii) Men who were over 55 and women who were 
over 50 on July 5th, 1948, and who do not 
therefore qualify for a National Insurance 
. pension at the usual ages. 


e Allocation of Pension 


À retiring practitioner may, if he wishes, surrender 
part of his own pension in order to secure a 
pension for his widow, or any dependant, after 
his death. Where a widow's pension would be 
payable in any case the effect of allocation would 
be to increase its amount. | 

The decision to allocate may be taken at the 
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time when the practitioner retires or when he 
reaches 65, and not more than one-third of his 
own pension may be surrendered in this way. 
The amount of the pension gained for the 
beneficiary varies according to the amount 
surrendered and to the ages of the two parties. 


Re-employment of Pensioners 


In general, a person who has retired and started 
. to draw a pension under the scheme and who 
subsequently takes any employment paid out of 
public funds cannot draw both his pension and 
his pay in full. So long as he continues being 
re-employed his pensian ig reduced or suspended 
80 that his pay plus his pension do not exceed 
his remuneration when he retired (or his average 
annual remuneraton during the last three years 
of his previous service, if that amount is greater). 

This reduction does not apply to any general 
practitioner who first drew his pension at 65 or 
after and who is re-employed as a general 
practitioner in the Health Service between the 
ages of 65 and 70. Up to 70 he is entitled to draw 
both his pension and remuneration in full, but 
his further service cannot go towards increasing 
his pension if he has already elected to take it on 
his first retirement. 


Examples 

(1) Medical Practitioner A., aged 65, retires 
with six years' service in the National Health 
Service to his credit. 'lotal superannuable 
remuneration £11,000. Average for the last three 
years, {2,000 per annum, 

Benefits | 

(i) Retiring allowance 6 per cent of £11,000 (i.e. 

his contributions to the scheme) plus interest 





—8ay, £700. 
(ii) Death gratuity = {£2,000 
dc 700 = 
£1,300 


. If the Minister agrees to pay the capital value 
of the death gratuity on retirement, it will be 
worth about 1X 1,300 —/975. 

Total payable on retirement then equals: 


£700 
-+ 975 
£1,675 
(2) Dental practitioner B., aged 65, retires 


with six years’ service in the National Health 
Service to his credit. Total superannuable remu- 
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neration £11,000. Average over all years of service 
£1,833 per annum. 

Benefits 

(1) Retiring allowance 6 per cent of {11,000 plus 

interest —say, £700. 
(it) Death gratuity = £1,833 
| £1,133 

If the Minister agrees to pay the capital value 
of the death gratuity on retirement it will be 
worth about #X 1,133 ={850. 

Total payable on retirement then equals; 


£700 
-+- 850 
£1,550 


AERCH 





(3) Medical or dental practitioner C., aged 62, 
retires with ten years' service in the National 
Health Service to his credit. Total superannuable 
remuneration £20,000. 


Benefits 


(i) Pension. 14 per cent of /20,000— 300 per 
annum, 


(ii) Retiring allowance. £300 if married; {goo if 
single. 
(iii) If married, his widow would receive a pension 
of one-third of £300 — {100 per annum. 
From 65 onwards the practitioner's pension 
would be reduced by 10x £1 14s={17 a year, 
to offset receipt of the National Insurance pension. 


Miscellaneous 
Benefits paid by way of a lump sum, i.e. retiring 
allowance and death gratuity are not subject to 
income tax. Income tax is, however, payable 
upon the pension and widow's pension. 

In general a pension under the scheme must 
be taken as a pension and cannot be compounded 
for a lump sum. Where, however, the pension 
does not exceed {26 a year, a lump-sum payment 
may be made in discharge of the liability. 

Where a practitioner's income is reduced 
because of absence from his practice owing to 
illness, his remuneration, for superannuation” 
benefit purposes only, is regarded as continuing 
during his absence at its previous annual rate. 
That is, he pays contributions on his reduced 
earnings but earns benefits as if he were still 
working. Arrangements for an adjustment of this 
kind must be made with the local National 
Health Service Executive Council. 


- — emm 
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». Income, Profits, Gains and Revenues 


by KENNETH S. MOST, LL.B., A.C.A. 


N attempt to define the words ‘income’ and 
| ‘profits’ is essential if accountants are to 
| use them consistently in financial state- 
ments, and if tax legislation is to be made more 
intelligible. Further, it causes us to examine 
certain fundamental concepts of tax law theory, 
which may serve asa spur to producing acceptable 
recommendations for tax law reform. At the same 
time, it is useful to examine the related words 
gains’, encountered mainly in the tax code, and 
‘revenues’, usually confined to public financial 
statements but having a wide potential applica- 
bility. 


No Tax Definition of ‘Income’ 


‘The Royal Commission on the Taxation of 
Profits and Income, in paragraph 28 of its final 
report!, remarked that ‘the tax code contains no 
'definition of income’; in the context, taxable 
income. Though several members did not 
| Subscribe to the point of view of the majority, the 
signatories to the report felt that no real advan- 
‘tage could result from ‘a general definition 
covering so multifarious a subject as taxable 
jincome'; however, they did not hold the view 
that such a definition was necessarily impractic- 


able or even undesirable. 


The reasons which they gave in support of their 
attitude were, first, that decisions how to apply a 
definition would have to be drawn from other 

| , parts of the tax code’s framework, and secondly, 
that the anxiety not to exclude some class by 
_ definition would have to result in a 'Sweeping-up' 
clause at the end, which would raise the whole 
problem of interpretation in the light of a parti- 
cular instance. It was observed by the dissident 
members, that even the original Act of 1803 
contained a 'sweeping-up' clause in Case VI of 


, Schedule D, which taxed ‘any annual profit or 
| gain not enumerated under any of the other 


schedules or cases. 

It is submitted, however, that the failure to 
recommend a definition of income is illogical, 
based, perhaps, upon an erroneous view of the 
essential nature of income, a view which the 
structure of the Income Tax Acts does much to 
favour. In these Acts, the various kinds of receipts 


and benefits are enumerated. which enumeration 


"H.M.S. O., Cmnd. 9474, 1955. 


collectively defines the limit’ of taxable income. 
The Courts, in a praiseworthy endeavour to 
protect the taxpayer, have treated this enumera- 
tion as exhaustive, but the law has made the 
sources of taxable income include some which an 
accountant might regard as capital. The Com- 
mission mentioned the case where an annuity has 
to be raised out of capital during any year, but 
there are others, such as the treatment of 
depreciation allowances, for example, the failure 
to allow depreciation op commercial buildings. 
This can quite easily lead to the imposition of 
income tax upon capital. 

The absence of any definition of taxable 


- income merely has as its consequence that a 


primary problem of meaning exists side by side 
with a secondary problem of interpretation, and 
whereas the latter may be regarded as an un- 
avoidable adjunct of legislation, the former is 
not by any means as indispensable. 


Confusion in Tax Code 


All members of the Commission experienced 
some difficulty in reconciling the income tax on 
corporate profits with the income tax on personal 
incomes. They were not aided by the manner in 
which the tax code uses the words 'income', 
‘profits’ and ‘gains’ interchangeably. Nor was the 
Commission always able clearly to distinguish 
between the taxation of profits, whether of 
corporations or of non-corporate traders, and 
the taxation of personal incomes of individuals. 
‘It is natural that the proportion which cost 
bears to gross receipts tends to be much higher in 
the case of a trade than in the case of an employ- 
' ment; but this is a difference of degree, not of 
kind.’ (Paragraph 36.) 
This confusion arises directly from the absence of 
a satisfactory definition of ‘income’ and ‘profits’. 
The report remarked upon the tendency of the 
tax system to adapt itself to the rules of commercial 
accountancy, and indeed, the Tucker Committee 
which preceded it had already adopted as its 
guiding principle, that business profits as com- 
puted for the purposes of taxation should follow 
the established rules of accountancy. Whether this 
is, in fact, capable of achievement is questionable. 
The accountant’s view of income would seem 
to be more precise than that of the economist. 
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‘Dominated by concepts of power and con- 
sumption, economists see income as a net accre- 
tion of economic power accruing to an individual 
between two points of time: 
‘Income i is (a) the amount by which the value of 
a person’s store of property rights would have 
increased as between the beginning and the end 
of the period, if he had consumed (destroyed) 
nothing; or (b) the value of rights which he might 
have exercised in consumption without altering the 
value of his store of rights.’ 
Hence, income is 
‘the algebraic sum of (1) the market value of rights 
exercised in consumption; and (2) the change in 
the value of the store of property rights between 
the beginning and end qf the period in question.'! 
It would take too long to expose the frailty of this 
definition in detail; suffice here to say that this 
would not help us to determine whether a sum 
of money received on the falling-in of an endow- 
ment insurance policy, or on the transfer of an 
estate due to death, was income or capital. 


An Important Aspect of Income 


Economists do, however, draw attention to one 
very important aspect of income; namely, that it 
is related to personality. We may speak, in loose 
terms, of the income of an estate, or a piece of 
land, but we really mean the income of the person 
or persons entitled thereto. Much of the difficulty 
experienced in a discussion of divergences 
between Schedule. D and Schedule E, notably 
in respect of allowable expenses under these two 
schedules, results from an unwillingness to regard 
corporations as legal.persons. 

"Ihe law treats the joint stock company as if it 
were a kind of large partnership, so that the pay- 
ment of income tax by the company upon its income 
and profits is taken as discharging the share- 
holders from any liability to pay that tax upon 
dividends they receive out of its income and profits.’ 
(Report of the Royal Commission, paragraph 46.) 

Clearly, since a corporation is a legal persona, it 
can have an income, and there is really no logical 
reason why corporate income and personal income 
cannot be taxed uniformly. Indeed, it seems 
illogical and even inequitable to tax them differ- 
ently, which is generally recognized in criticism 
of the profits tax. The point is, that we must not 
mistake the revenues of businesses for their 
incomes. 

'To come to the word ‘profits’; there is a growing 
tendency to avoid it in published accounts, the 
Gas Board for instance, uses the word ‘surplus’. 
The reason for this may be partly political, partly 


1 Simon’s Personal Income Taxation, 1938. 
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psychological. It may be regarded as political in 
that capitalists deem it expedient not to publicize 
it when they earn profits. 


It is psychological in that accountants ; have not 
faced up to the desirability of standardizing their 
terminology, and have found a means of escape 
in the creation of substitute expressions. ‘Thus, in 
place of a word which is. clear, direct and widely 
understood we have words or phrases which are 
unclear, indirect and not always used consistently. 
It is regrettable tha?some of the largest and most 
influential companies are responsible for this 
development, for imitation is the sincerest form 
of flattery. 

-- Economists are more to the point where 
profits are concerned. 'They have taught us that, 
in a mercantile society, profits are rewards for 
the satisfaction of society's needs. The existence 
of a demand creates a market, the market sets a 
price, and the efficiency of the producer (or 
distributor) in matching this price is measured 
by his profit, being the difference between the 
‘price and his costs. 


Profits and Inflation 


This may have been true in a world organized 
on the basis of free trade, but the rise of tariff 
walls, quotas, and Governmental trading, have 
made it untrue today. Another concept is taking 
root: the idea that profits are earned as of right, 

meruit, as it were, partaking of the nature 
of a fee which the producer (or distributor) may 
apply to his costs in arriving at his price. The 
significance of this factor in the march of inflation 
cannot be ignored. The ‘profit cost’ concept, to 
borrow a term from the legal profession, means 
that business profits can be regarded as essentially 
similar to salary income, for example, and it is 
interesting to note here the widespread use of the 
expression “business income’ for ‘profits’ in the 
U.S.A. 

The complication arises in respect of the fact 
that the “business income’ of a corporation is 
its personal income, and at the same time, the 
distributed part of it enters into the personal 
incomes of its individual shareholders. At this 
point we can see the far-sightedness of Addington 
and the other drafters of the 1803 Income 'l'ax 
Act, who recognized the right of a corporation 
to recuperate tax paid on its distributed profits 
from the individual shareholders, at the time of 
the distribution, and the right of the shareholders 
to have this tax deduction brought into account 
at the time of the settlement of their individual 


^ tax liabilities. 
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Income and Capital 


Accounting usage of the word ‘income’ is stoutly. 


tied to its usage of the word ‘capital’. Actually, 
capital and income are distinguished only by 
the time factor; that'part of Mr X.’s year’s income 
which is unspent at the end of the year is auto- 
matically transmuted into capital at the witching 
hour of midnight. This fact is obscured by 
accountants' treatment of the profit and loss 
account balance in company accounts, which is 
carried forward as profit until distributed, or 
allocated; to capital or reserve account, or con- 
sumed by subsequent losses. 

This difference in treatment between corporate 
and non-corporate profits is logically and practi- 
cally unnecessary, and recently led to the practice 
of ‘dividend stripping’ which called forth a 
further intervention from the Legislathre, in the 
form of an addition to the tax code. 


Capital, as economists tell us, is 'a stock of 
goods possessed by the comiZunity' (T. R. Hicks), : 


and the community acquired it by saving it out 
of income. For this reason, few attempts have 
been made to tax capital directly, on the theory 
that it is inequitable to tax a second time that 
which has already borne tax in the hands of its 
owner. On the other hand, the existence of vast 

— private fortunes which were accumulated at a 

“time when income tax was non-existent, or 

relatively insignificant, represents a social injustice 

which is rectified, in theory at least, S the 
estate duty. 

The accountant's and the economist's views of 
capital tend to coincide, although both contrive 
to give the word, either alone or in compound 
with other words, a variety of related meanings. 
-. However, the difference of opinion in respect of 

the word ‘income’ should be resolved in favour of 

the accountant, and in this way, taxable income 
and personal income may become identical. There 
is, however, one great obstacle in the way of this, 

namely, the recognition by some accountants of a 

third species of receipt which is neither income 

nor capital. The most common examples in this 
country are, the subsidy and the so-called 'capital 
gain’, 

_ _ It is undoubtedly the influence of the “source 
theory’ of income tax law which has led to this 
development. ‘The acceptance of a wider theory 
of income would render unnecessary, on the one 
hand, the practice of carrying directly into a 
balance sheet certain receipts which neither create 
liabilities nor extinguish assets, and on the other, 
the further consideration of a possible capital 
gains tax. 


? e 
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It is a fact that, just as long as the ‘source 
theory’ of income continues to rule.tax codes, 
some forms of income will escape taxation, and 
that is why some states, the U.S.A. for example, 
have found it necessary to impose a special tax 
upon them. 


Capital Gains 
The type of income which is caught by a capital 
gains tax is that which is not referable to any 
source of the tax code. If a man sells a house for 
£5,000, for instance, which he purchased sonte 
years ago for £4,000, he makes a profit of £1,000 
which the tax on capital gains will catch. But why. 


js this profit not income? The £4,000 may have 


been capital, the *saVings of previous years’ 
income, and the additional f r,000 may become 
capital, for example, if be buys another house 
for £5,000. But in respect of the year of sale, it is 
realized income. Under the existing tax code, 
only if the quite irrelevant consideration of a 
'trading venture' can be attached to the trans- 
action, is such a receipt taxable in this country, 


whereas it would seem to be income or capital 
quite irrespective of whether its source is ‘a 


concern in the nature of trade'. 
There is, of course, another form of ‘eapital 
gain', namely, unrealized income. 
. no mere improvement of a person's financial 


or material position is recognized as constituting: 
income’. (Report of the Royal Commission 


_ paragraph 29.) 
"Thus, the value of a house may have increased 


as a result of inflation, perhaps due to a growth in 
population, but until this accretion is realized 
there is no justification for taxing it, for according 
to accountancy principles unrealized income 
simply does not exist and is, in consequence, 
excluded from all income computations. This is in 
some measure recognized by the tax code, with 
its constant reference to ‘receipts’ in speaking of 
taxable income. 

To conclude: the word ‘income’ should denote 
all personal income, whether of individuals, 
partnerships or corporations, and whether busi- 
ness profits or non-trading receipts. The word 
‘profits’ should be used for all net business 
income, whether of individuals, partnerships or 
corporations, and whether one transaction or a 
series of transactions has been effected. 

‘Gains’ is an unnecessary abstraction and 
should be resisted. ‘Revenues’, however, is a 
useful word to describe the collectivity of items. 
appearing on the credit of the profit and loss 
account. ! 
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Government Expenditure and Subsidies 


IMPROVEMENT IN THE EDUCATION SYSTEM 


At a luncheon meeting of the London and District Society of Chartered Accountants 

held last week, Sir Edward Boyle, Bt., M.P., Parliamentary Secretary to the 

Ministry of Education, was the principal guest and we reproduce below his 
address to members following the luncheon. 


SHOULD like to say what a pleats it always. 


gives me to talk to representatives of such a very 

distinguished profession as yours. I wonder if I 
might make one tentative suggestion. It seems that 
every year one or other of out great national industries 
celebrates its centenary; indeed one could earn a 
modest competence spotting 
centenaries as they become due. 
But it is not always remembered 
that one of the reasons why 
England got through the reign 
of Queen Elizabeth I without 
complete military and economic 
disaster was not merely the 
statesmanlike and unique quali- 
ties of the great Queen (though 
undoubtedly that was a factor) 
but also because it was the first 
time in our history that any real 
interest was taken in economic 
statistics and accountancy. 
. Now we are about to celebrate 
the centenary of the American 
Civil War. Nobody who reads 
Alan Nevins' magnificent book 
on the period leading up to that 
Civil War can be in any doubt 
that it was the lack of account- 
ants more than anything else 
which accounted for the almost: 
complete economic collapse of 
the Southern States in the years 
before that war. Nevins shows 
clearly that it was because no State kept accounts, 
and the buying of slaves was hopelessly uneconomic 
that the tragic events followed. 


Recent Political Events P: 


Perhaps I may say a brief word on the recent 
poe events which are so much in our minds. 

do not want to say anything controversial about 
these resignations but I would like to say that 
(although one would not really think so from the 
way some people write) this Government have done 
something about expenditure since 1951. In fact, 
there have been a very large number of cuts in 
Government expenditure already. 

In particular, as I still think was absolutely right, 
the food subsidies were drastically cut in 1952 and 
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again in 1953; and in 1956 we got rid of the bread 
subsidy as well. I have always felt that while food 
subsidies may be appropriate in war-time or when 
wages are very low, there can be no real sense in 
maintaining food or bread subsidies when wage levels 
are at their present heights. 

Exactly the same thing applies 
of something else which, rightly, 
we got rid of — the general needs 
housing subsidy. People often 
forget that that was a very big 
change in policy, and a very right 
one. But, of course, the more we : 
reduce Government expenditure 
the harder it becomes to find 
further possible reductions. 


Not Sacrosanct 


Perhaps it is worth remember- 
ing that nobody has ever said 
that all social services should be 
sacrosanct, or acted as if they 
were; but cuts in this type of 
service do react on one another. 
If we get rid of a large number 
of food subsidies, get rid of the 
general needs housing subsidy 
and put increased charges on the 
National Health Service then I 
am bound to'say the case for 
family allowances for larger 
families becomes stronger rather 
than weaker. 

Between food subsidies and family allowances there 
is this big difference: food subsidies say, in effect, 
that whatever we round the table may spend on bread, 
the Government will help us to pay for from 
the proceeds of taxation — which is a lunatic thing 
to say indefinitely. But family allowances are not 
indiscriminate in quite the same way, because 
they are subject to taxation, so that people who pay 
taxes at a higher rate get less net benefit from family 
allowances than those who pay taxes at a lower rate. 
I cannot help feeling that anybody who reads the 
interesting statistics of the consumption of food per 
head by larger, as opposed to smaller families must 
consider that there is a better case for that part of our 
social services than for some parts which, ‘rightly, 
we have got ed of in recent years. 
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I believe that it is dangerous to assume that cuts in 
current Government expenditure are almost identical 
with cuts in capital expenditure. There is this rather 
important difference: every new item of public capital 
expenditure represents a new project, and items of 
capital expenditure can be postponed. After all, it is 
one of the familiar economic textbook differences 
between consumption and investment that most 
investment decisions are postponable. 

Government current expenditure, however, is not 
usually postponable. We cannot have family allow- 
ances at one rate for this year and then alter it for 
next year. That has to be more or less a ‘once for all’ 
decision. While I in no way deny the great import- 
ance of keeping a firm grip on the total current 
expenditure, I believe it to be a mistake to suppose 
that Government capital expenditure and Govern- 


ment current expenditure are exactly analogous, and ` 


that it is as easy to put an arithmetical ceiling on the 
one as on the other. 


Education Policy 


For the rest of my time I want to say a few words 


on education. I have been at the Ministry of Educa- 


tion for almost one year and it strikes me more and 
more all the time that the revolution in our education 
policy, introduced by Mr Butler's Education Act of 
I944, has probably [Ss the single most important 
instalment of social reform in this century. I do not 
believe that anything more important has happened 

-than the decision to bring about secondary education 
for everyone according to their age, ability and 
aptitude. 

We now run our educational system on the 
assumption that everybody should have the best 
secondary education of which he or she can take 
advantage. Having said that let me add that I am 
one of those who believe, and feel absolutely sure, 
that we have to keep on a large element of selection in 
our education system. 'The idea that it could possibly 


it absolutely evenly over everyone seems nonsense. 
I am quite sure that we must maintain a large 
element of selection and much of the current con- 
troversy about the eleven-plus examination is really 
rather beside the point. Certainly we want to do all 
we can to improve standards of secondary modern 
schools, | 


The vital thing is that we must not work on the 
basis that because every child cannot have every 
advantage in education, therefore no child should 
have those advantages. That is egalitarianism run riot 
and strikes me as particularly wrong because we are 
told that we have today a more managerial society 
than we have had in the past; that is to say the tradi- 
tional property-owners are to a large extent giving 
way to trained men — experts and managers, That 
being so, we need trained men who have had a 
proper education. That is a strong argument for 
maintaining a considerable element of selection and 
doing all we can to increase the provision of science 
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and general standards in our schools. I do not think 
we should be at all content or complacent about 
our present methods of selection. We ought always 
to be ready to try experiments where those can be 
justified on educational merits. 

Naturally enough there is.great concern for the 
technical side of education and everybody is anxious 
that we should do as good a job as possible on techno- 
logical education; but it 18 not enough simply to have 
technical colleges and colleges of advanced technology 
and improved standards of technological education. 
There is no substitute for first-class mathematica 
teaching in our primary schools and better provision 
for mathematical science in secondary schools 1t the 
nation is to have the technological education it needs 
and rightly demands. 

One sees encouraging signs in the standard of new 
school buildings, thé provision of equipment, the 
standard of libraries and the morale of teaching 


_ staffs. Everywhere there are encouraging signs but 


there is still a great deal to do before we can be 
satisfied, as.a nation. 

I have been asked to say a word on the position of 
independent schools. There are, in this country, some 
300 or so independent schools and I would certainly 
be the first to insist that they have their part to play 
in our system, along with the maintained and direct- 
grant schools. They vary very much in quality and 
standard and personally I think it is a very good thing 
that, for the first time in our history, they are all to 
be inspected, and have to be properly registered and 
approved if they are to continue as educational 
institutions. 

It is quite remarkable that hitherto you and I 
could meet over luncheon and say, 'Let's start a 


School, and do so, without anybody saying yea or 


nay and with the right not to have our school in- 
spected unless we wanted that done. Although, 
generally, the standard of our independent schools 


is high, I believe it is a good thing that we are bringing 


be sensible to spend £560 million a year and spend ` into force Part IIT of the Education Act. 


‘State Pupils’ 

I will say a word on some proposals which have 
attracted a good deal of publicity - the suggestion 
that there should be more ‘State pupils’, as it were, 
at the. independent schools, either financed by local 
authorities or (as many people would prefer) by 
State bursaries. Some people would like to see at our 
independent schools up to about 50 per cent of the 
pupils financed through the State. 

I entirely understand the feelings of those is say 
that these are absolutely first-class schools, many of 
them with great traditions and that it is only right 


_ that they should be open to a wider range of pupils 


than has been able to go to them up to now. But it is 
fair to point out that there are real administrative 
difficulties involved which cannot be laughed off. 
The first is that if one considers independent 
schools as a whole, while the number of them worthy 
of having State scholars is clearly considerable, some 
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áfe-not worthy, and in the middle there is a penumbra; 
so that it would ‘be very difficult to decide which 
come one side or the other of the dividing line. If we 
limit the schools to those represented on the Head- 
masters Conference, exactly. the same difficulty 
arises. Obviously there are some public schools at 
which it would be a very good thing for a boy to get 
his education. But ‘there are, on the other hand, a 
few public ‘schools which, frankly, are not worthy 
of the name and are hardly worthy of being repre- 
sented om the Headmasters’: Conference, and with 
à large number, of schools ‘in the middle’ : there 
would - be a genuine  difficúlty in deciding between 
them. 

"There. is à further point. ‘Today the cost of main- 
taining a pupil at an independent school is something 
like {400 a year while the cost of maintaining a pupil 
at a maintained grammar echoo lis about £100 a year. 
It is not going to be easy to decide which boys are 
worthy. of having spent on them four times as much 
money ds is spent on their colleagues. - - 


We have not closed our minds on the subject: 


Certainly all of us at thé Ministry are thinking hard 
about: this subject but I would not like to pretend that 
the administrative and selection problems are at all 
ey of solution. Si. E 


^ 
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. High Professional Standards | 

In conclusion, I will just say this: I believe that our 
country owes a tremendous amount — more than is 
always realized — to the extremely high standards of 
its many professional bodies. We have ih this country 
a great many professional bodiés such as: yours which 
really do stand for the highest standard among their 
members and make a great difference to our corporate 
national life. 

: People sometimes talk as E the wretched 
Geet public were suffering under the dead hand of 
Whitehall and the high officials of bureaucracy; that 
is a caricature, I believe there fain Whitehall, on the 
whole, an extremely able standard of central public 
administration and my impression is that relations 
between Whitehall and our many national pro- 
fessional bodies are pretty good. ‘There is a genuine 
exchange of views and cross-fértilization of ideas 


between Whitehall and the many professional bodies ` 


who contribute to our national life; Certainly since 
I have had the privilege of being in the House of 
Commons, and even more since becoming a member 
ofthe Government, I have never ceased to beimpressed 
by the wide range of expert knowledge, first-class ex- 
perience and sound judgment which is to be found 


among. the many professional bodies of: this country. 
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The Institute of Municipal Treasurers 
"' ' and Accountants 


Age of 563 candidates sat for the examina- 


and Accountants .held last November. The results 
now published slow ‘that’ 204 candidates sat for 
Part A of the Final, of whom 83 (41 per cent) were 
successful; in Part B of the Final, 133 candidates sat 
and eo (38 ‘per cent) passed. — ' 

` Places and prizes have been awarded on the 
combined. results for the May 1957 and November 
1957 examinations, and in the Final examination the 
first place, ‘Arthur: Collins Memorial Gold Medal, 
and the Institute Prize of {10 10s were awarded to 
Mr Edward John Patrick, of the: City Treasury, 
Oxford. ) 

- There were 226 candidates for the Intermediate 
examination, of whom 82 (36 per cent) passed and 
the First, Place arid Prize of £6 6s were awarded to 
Mr P. W. T. Humphreys, of the Treasurer's Depart- 
ment, New Forest Rural District Council. 

"The names of the successful candidates in parts 
A and B of the Final, together with a summary of the 
“complete results, appear elsewhere in this issue. - 


Pensions and Posterity 

HE two fundamental problems, ‘one economic 

and the other financial, of pensions on a national 
sale according to a pamphlet issued last week-end 
jointly by the Councils of the Institute of Actuaries 
and the Faculty of Actuaries in Scotland, are ensuring 
that the necessary goods and services are made 
available and that pensioners have enough money to 
buy them.! The difficulties are considerable, for seven 
million out of the male working ‘population in the 


.,, United Kingdom of sixteen million (nine million out 
tions of The Institute of Municipal Treasurers 


of twenty-three million if women are included) are 
members of occupational pension schemes of one 
kind or another and the State retirement pensions 
arrangements embrace everyoné who is working. 

The burden of the Councils’ 'recómrbendations is 
that any extension of the existing national scheme 
would have to be viewed in the light of the financial 
liabilities it would place on future generations and 
that it is certain that additional economic resources 
would have to be forthcoming to provide the in- 
creased productivity which would'be necessary. The 
opinion is expressed that private perision schemes, 
which fit smoothly into the countty’s economy, 
should be disturbed as little as possible and that there 
is apparently no actuarial reason why pension rights 
should not be transferable ` when an individual 
changes his job. 

Finally, the Councils view. with sympathy the 


1State Pensions: A statement by the Councils of The 


Institute of Actuaries and of the Faculty: of Actuaries i in 


Scotland. 
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dilemma of those with fixed incomes whose standard 
of living is reduced by inflation but' suggest that to 
advocate increased pensions for this reason alone is 
‘a dangerous doctrine’. It is the business of the 
Government to prevent or minimize inflation and the 
levels of State pensions is a matter of policy which 
must be related to the general economic and financial 
positions of the country and to its other commitments. 


e a a à a APA T a at aa ra aa Pg e a e e a a him 


The Income Tax Payers’ Society and 
e .the Budget 

LETTER has been. sent to the Chancellor of 

the Exchequer on behalf of the Income Tax 

Payers' Society in which the suggestion is made that 


| the standard ‘rate of income tax be reduced by 2s in 
| the £, with corresponding reductions in the reduced" 
| 


rates, The letter also asks for an increase in the 
| statutory. repairs allowance on smaller houses, a 
liberalization of Schedule E expenses allowances, an 
| increase in the surtax exemption limit to £2,000, and 
the abolition of the two-tier profits tax structure. 





| Research into Hire-purchase 
| EMARKABLY little is known about the opera- 
| tion of hire-purchase in this country, the month- 
to-month movements in the value of hire-purchase 
contracts as between one industry and another and 
the part which it plays in the credit structure of the 
economy. The Institute of Economic Affairs has now 
issued a book edited by Mr Ralph Harris and Mr 
| Arthur Seldon on the history and significance of 
hire-purchase called Hzre Purchase in a Free Soctety 
(price 7s 6d). They have brought together a large 
amount of information on the policy and organization 
of the hire-purchase trade with some useful com- 
parisons with hire-purchase activities in other 
| countries. 

According to the survey, hire-purchase does not 
yet play a big part in consumer purchasing. It 
accounts for less than 3 per cent of total outlay on 
consumer goods, is heavily concentrated on the 
motor vehicle industry and is estimated to work out 
at Zro per head of the population compared with 
about £45 in the United States and {20 in Canada 
and Australia. 

The information brought together is exceedingly 
valuable. Its interpretation by the authors may be 
| somewhat controversial. They are naturally favour- 

ably disposed to hire-purchase in principle and see a 
gradual expansion in its use. Not many objective 
| commentators will disagree with this. There will be 


N 
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| less agreement on the issue as to whether hire- ° 


. į purchase finance is inflationary or not and whether 
[| it should be controlled by the Government as part 
| of the armoury to be used for controlling the economy. 
There are two strands in this which should be quite 
clear and which this booklet helps to separate. The 
first of these is the question of controlling hire- 
purchase for controlling's sake. The second is con- 
trolling it as an instrument of short-term economic 
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policy in the same way that short-term interest rates 
are controlled. There are an increasing number of 
people who use hire-purchase and favour it in 


moderation. Among the latter are the responsible 


hire-purchase finance houses. themselves. If lure; 
purchase is.to be controlled in the interests of 
economic policy there will have to be a good deal 
more discussion of the circumstances under which 
this particular weapon is useful for discouraging 
inflation or offsetting deflation and it.must not be 
allowed to be involved with short-sighted arguments 
about control of hire-purchase for control’s sake . — 


Local Government Finance ` 


A MEMORANDUM has been submitted to the 
Minister of Housjng and Local Government on 
behalf of thirty-five county borough councils which 
do. not receive the Exchequer Equalization Grant. 
The memorandum is the latest step in a campaign 
which has been carried on against this grant since 
1951. It criticizes the proposals of the Government 
contained in the White Paper on local government 
finance (Cmnd. 209) and the Local Government Bill. 
In particular, it says that the proposed new 'rate 
deficiency grant" cannot operate equitably in view of 
the various kinds of de-rating and the continuing 
disparity of rateable values for similar properties in 
different parts of the country. The deduction of a 
shilling rate in arriving at the new general grant is 
also criticized. The councils concerned objéct to any 
part of the benefit of the increased rating revenue, 
following on partial re-rating of industry, being 
taken by the Government; they object in particular 
to any part of this increased income being deducted 


. from the new general grant. 


Bank Rate Tribunal’s Findings ` 
HE Bank Rate Tribunal, set up last November, 
whose report was published last Tuesday, have ' 
found that there was no prior ‘leakage’ of information 
when Bank rate was increased to 7 per cent on Sept- 
ember 19th, 1957. 

The Tribunal, consisting of Lord Justice Parker, 
Mr E. Milner Holland, Q.c., and Mr Geoffrey Veale, | 
Q.C., state in their report that they have ‘unhesitatingly 
reached the unanimous conclusion that there is no 
justification for allegations that information about 
the raising of Bank rate was improperly disclosed to 
any person. 

The report published as a White Paper at 2s runs 
to thirty-five pages. Published separately at {2 is the 
record of evidence. One hundred and thirt-ytwo 
witnesses gave evidence on oath before the Tribunal, 
who also considered a statutory declaration from oné 
witness and written statements from 236 other 
persons. . 


Prospective Deficit in Transport . 
L- year there was some hope that the British 
Transport Commission might do significantly 
better so far as turnover was concerned compared 
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with 1956. Petrol restrictions due to the Suez crisis 
might have been expected to switch freight and 
encourage public travel by rail in the early months 
of the year. There was also the new charges scheme 
which came into operation in the middle of the year 
and an increase in freight rates before the year 
ended. In spite of (Bis the freight income for the 
railways went up by only 3 per cent to £352 million. 
On the p er side the record was rather better. 


The 1957 receipts at £285 million were up by 6'5 per — 


cent — a reflection of the effect of the Suez crisis on 
Päck transport and the winning back of some pas- 
senger traffic as the modernization programme 
gathered impetus. 

The outcome of the year is likely to be a 4 per cent 
increase in traffic overall which may well have been 
swallowed up by rising costs. Materials such as fuel 
and steel cost more and there was a 5 per cent rise 
in wages as well as increased pay to railway staff. 
It would therefore not be surprising if there was a 
deficit to record over the yeat of somewhere around 
the figure of £54 million, the deficit in 1956. 


Oil Stocks for Europe 


HE committee of the Organization for European 

Economic Co-operation has now completed its 
report! on the lessons of the Suez crisis for Europe's 
oil supply. The Oil Committee was responsible for 
allocating petroleum supplies in western Europe 
during the crisis so it'speaks with the experience of 
the problems of administering a rationing system 
among its members. They point out that certain 
factors were favourable to western Europe during 
the crisis, such as the mild winter and the fact that 
industrial expansion was already slowing down. 'l'hey 
do not imagine that these factors will always operate 
' and they warn against assuming that there will be a 
United States surplus for export for an indefinite 
period in the future. 

The suggestion is made that Europe should carry 
larger stocks. These were increased after the nationali- 
zation of the canal in the summer of 1956 and by the 
beginning of November 1956 they reached over 17$ 
million tons which was about seven weeks' imports. 
This was a useful cushion, but within the month stocks 
were down by 4 million tons. In view, however, of 
the high capital cost of building new storage capacity 
the Committee think that the size and ownership of 
further storage capacity should be jointly discussed 
between Governments, the oil industry and' major 
consumers, Other recommendations involving large 
capital outlay include the building of super tankers 
for the Cape route and the development of sources of 
oil outside the Middle East. 

A final recommendation is that a system of com- 
mittees, the framework of which already exists since 
the Suez crisis, should be built up to enable rapid 
consultation between Governments on oil problems 


+ Europe's Need for Oil, O.E.E.C. Oil Committee, Stationery . 


Office, price 105. 
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to be quickly organized. The oil industry is favour- 
ably disposed towards diversification of sources of 
supply and greater flexibility of transportation, but it 
is less favourably disposed to a permanent frame- 
work of consultation with European Governments and 
an expansion of storage capacity. 


Smaller Trade Gap 
N December, the visible trade gap was further 
reduced, thanks to a fall in the value of imports, 
while exports remained fairly steady. At {19-1 
million the visible deficit was £3 million lower than 


at the end of November and at the lowest level fora : 


normal month in seven years. 

Imports fell in December by £6 million to £313°7 
million. This was thus the second monthly decline in 
succession after the comparatively high level. in 
October. Some of this drop was due to lower prices 
but it is thought that a major factor has been the 
reluctance of industry to hold large stocks while 
commodity prices are falling. Exports fell only slightly 
in December to £282:4 million. 

Judged by the statistics, the trade accounts of the 
second half of 1957 were remarkably good. It has 
been estimated that the improvement in the terms of 
trade alone over the whole of 1957 was worth about 
£100 million, most of which was concentrated in the 


second half of the year. It now remains to be seen - 
. Whether the good results in the last two months are 


going to last. It is a reasonable inference that a good 
deal of ix quier has been caused by a drop in 
commo Se prices (along with reduced stocks) and 
fairly le exports. These are, of course, the 
symptoms of the first stages of reduced activity in 
countries producing raw materials. 'l'he second 
symptoms may be reduced exports to these areas and 
if this should be so the gain to the United Kingdom's 
visible trade account will be exceedingly short- 
lived. It would still be possible for these: good 
November and December figures to herald falling 
imports and exports and if this should happen the 
gap between the two will begin to be much less 
significant than the value of exports as a whole. 


Record Export Insurance 
AST year the Export Credits Guarantee Depart- 
ment achieved record figures. The amount of 
medium-term business done in 1957 doubled the 
1956 figure which in its turn had doubled the level 
in 1955. Last year it reached £156 million. This per- 


.formance points to the department's meeting a 


growing need by industry which has for long com- 
plained that one of the advantages held by foreign 
competitors has been their ability to extend longer 
terms of credit than British companies. British 
concerns have thus taken increasing advantage of the 
opportunity to insure their medium-term credit 
liabilities Also the credit squeeze has increased’ the 
attractiveness of carrying an insurance policy: on L goods 
at risk over a period of time. 


~~ 
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Gordon Hotels 


HE affairs of The Gordon Hotels Ltd, whose 

accounts we reprint this week, have been very 
much to the fore recently. For those interested in 
company administration and procedure the com- 
pany provides much food for thought. 
| The general scene is outlined by Mr Leonard P. 
| Jackson, the former chairman, in his review with the 
accounts, He recalls how 'about four years ago, the 
present management intervened to wrest control 
from a group of directors who had allowed the com- 
pany's business to drift into a state where it was 
virtually moribund’; how new life has been infused 
into the management and preference dividends 
resumed after a lapse of twenty-five years. But for 
this, he says, the company would probably, by now, 
have been in liquidation. 

Unfortunately, the progress of the company, he 
continues, ‘has been hampered by the existence of 
‘what is described as a "shareholders! committee” 
entirely self-appointed with its members chosen by 
itself", ‘It is not representative’, he says, "of the main 
body of shareholders and its sole object is to secure 
Hd itself control of your company with seats on the 
board of management for its members’. “This com- 
mittee’, he adds, ‘has brought your company’s 
meetings to uproar and farce, and has achieved 
. nothing except damage to your company's trading, 
reputation, and name in the hotel industry'. 


|‘Barrage of Attack’ 
Mr Jackson refers to the ‘continuous barrage of 
‘attack’; to the Board of Trade inquity initiated by 
'this committee which ‘as you are aware came to 
nothing"; to the company’s expense of over £3,500 in 
meeting the allegations; and to the bill for {£1,400 
rendered by the Board of 'Trade which, he says, the 
directors insist should be paid by the applicants. 
Now, he continues, another faction has appeared 
headed by a Mr Harry Lee Danziger, who only 
‘recently purchased shares, which also aims to gain 
‘control. It was to keep these two elements of 
opposition out of the boardroom that Mr Jackson 
asked shareholders to support him with their proxies. 
On the other hand, the shareholders’ committee 
matched Mr Jackson's review and circulars with their 
lown adverse comments on his administration and 
jsimilarly asked for shareholders’. support. 
' Then came the most extraordinary development: 
over the week-end prior to the sixty-seventh annual 
meeting held on the Monday before Christmas, Mr 
Jackson and the committee had buried the hatchet 
and joined forces to keep out the Danziger interest. 
‘Three of the four directors offering themselves for 
ire-election changed their minds during the course of 
the meeting, and the fourth, the company's general 


manager, was voted off the board. Four nominees of 
the committee were appointed, two being given the 
posts of chairman and vice-chairman, Mr Jackson 
vacating the chair. 


Proxies 


Thus the odds were staked against Mr Danziger wha, 
at the extraordinary meeting (requisitioned by him 
in September) abandoned, at least for the time being, 
his effort to change the board and lost his resolutions 
that the company’s four hotels should not be sold or 
its unissued shares issued without. shareholders’ 
consent in general meeting. 

But, through his representative solicitor, Mr Victor 
Mishcon, he pressed home the fact that shareholders 


who had given their proxies to Mr Jackson to oppose 


the committee and to the committee to oppose Mr 
Jackson found their votes used in 'precisely the 
opposite way’. 

Proxy voting is one of the aspects of company - 


. administration that has very little in the way of case 


law to offer current guidance and as we said in our 
introduction, there is here much food for thought. 

History sometimes puts a touch of light humour to 
current events and we quote from a newspaper report 
of just over sixty years ago. ‘At last the quarrel on the 
Gordon Hotels board has been satisfactorily settled’, 
wrote the journalist of that day. 

Certain gentlemen 'abandoned the field' to Mr 
Frederick Gordon and five new directors were 
appointed: Sir Henry C. Burdett who was retiring 
from the secretaryship of the share and loan depart- 
ment of the Stock Exchange, Mr "Arthur Clay 
representing Bass & Co's interest, Mr William Coxon, 
the company's secretary, Mr J. Lawson Johnston of 
Bovril, and Mr Byas, a large shareholder. 


Building Society Rates 


HILE maintaining their básic interest rates on 

the basis of 34 per cent tax paid to investors and 

6 per cent charged to borrowers, as recommended by 

the Building Societies Association, a number of leading 

concernsare introducing special investment facilities in 

GE to assist the inflow of funds and so help contain 

a a of dear money. The Leicester Permanent 

ding Society is introducing a 4 per cent tax free 
"pede deposit. 

The Society hopes that response to this offer will 
maintain the investment inflow at least at last year's 
rate and so stave off the necessity for increasing 
interest rates generally. The Leicester Permanent is 
the ninth largest building society in the country and 
last year advanced more than £8 million. One point 
at which the pressure on building societies could be 
eased is the lifting of the profits tax liability, and 
there are grounds for some hope in that direction. 
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CITY NOTES | 


T is still left to the gilt-edged market to make any 


show of strength in the stock-markets. Maintenance 
of a 7 per cent Bank rate here against falling rates 
overseas is causing an inflow of funds, but leading 
bankers in their annual [eviews have emphasized the 
dangers of a prolonged period of credit restriction. 
A combination of falling primary prices and of 
continuing high prices for RT goods in 

export markets is temporarily assisting the United 

Kingdom' 8 trade and balance of payments positions, 
Wem "Would be unreal to be complacent about such a 
situation. 

Passing of the New York Central Railroad dividend 
is something more than a straw in the wind of United 
States recession, and despite*President Eisenhower's 
assurances there is some fear that the recession may 
last at least until the spring. The laying up of some 
24 million of world oil tanker tonnage and the estimate 
that 4 million tons may be laid up by mid-1958, 


is disturbing, particularly in view of its effect on |- 
the shipbuilding industry here. These and other | 


factors must make for continuing stock-market un- 
certainty. 


, RATES AND PRICES _ | 
Closing prices, Wednesday, January 2and, 1958 


Bank Rate 
Mar. 11, 1952. 95 Feb. 24, 1955 44% 
Sept. 17, 1953 34% Feb. 16, 1956 54% 
May 13, 1954 i4 Feb. 7, 1957 . 5% 
Jan. 27, 1955 3176 Sept. 19, 1957 7% 
Treasury Bills ' 
Nov. 15 £6 11:7:45d99 Dec. 20 6 8s 9-94d% 
Nov.-22 6 9s 571d% Dec. 27 6 75 5s'91d% 
Nov. 29 6 gs 227d% Jan. 3 6 6s 6-70d% 
Dec. 6 £6 os 1:45d95 Jan. ro £6 6s 7-asd% 
Dec. 13 ^ £6 9s 1a1d?$ Jan. 17 £6 5s 10:33d 
i Money. Rates 
Day to day 41-699 Bank Bills 
7 days 5176 3 months : 6 1% 
Fine Trade Bills 3 months 6 % 
3 months ot So, months 6 96 
months . 71-896 months 6 % 
months 74-90% 
| Foreign Exchanges 
New York 2‘81}- Frankfurt II'77 
Montreal 2764 Milan 1751 
IO'5 Oslo 20°00f-olt 
Brussels 139'50 —55 Paris 1177 
19354-4 Zurich 12:251-26 
| Gilt-edged 
Consols at % 48 Savings 2t% 64-67 794 
Consols 4% 7olx.d. Savinga 3% 55-65 84 Ko 
War Loan 34% 63i Savings 3° 3 ee 
Conversion 33% 631 Savings 3% 65-75 robes. 
Conversion 34%, 1969 834 jene i» 


Funding 3% 66-68 78}x.d. 
Funding 3% 59-69 77 Traay. Suy tet % 79-81 nui 
Funding 34% 99—04- 65 Victory 4% 

Funding 4% 60-90. 874 


, 1956 
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` Consolidated Profit and Loss Account year ended 3/st December, 1956 f 
ps ‘THE GORDON HOTELS, LIMITED AND ITS SUBSIDIARIES 
£ vm £ £ 
307,901 Group Balance on Trading, before charging the Items shown below 299243 
i Deduct: Expenditure on replacement of hotel furnishings and equipment, and property ‘repairs and maintenance . : 192,108 
11,987 Expenditure on reconditioning of Hote! prior to re-opening .. ` - e is a T 3 — 
—- Amortisation of laasehold properties d Ex SC Gm S re em i š 14,468 
— Amounts written off expenditure on alterations. a lu : zu eg Ja Se PM š 2,132 
4,979 Directors’ Emoluments 1ra ioie e: ee Si is ni eg i3 2s zs vs 
1,459 Auditors’ remuneration including £352 [0s in respect of previous year v bs is t. Rp 2,155 
{71,105 21911 
136,796 79,532 
_ ° Deduct: interest charges ons- 
17,217 6%, Debenture of The May Fair Hote! Co Limited s is " 16,737 
: 9,052 Bank Overdraft +. ee oe CR CR * Li 6,458 
26,269 T 5195 
110,527 Group Profit before taxation Note 4) ; Di S 56,337 
Deduct: Taxation based on e profit of che year:— ; 
14,400 Profits Tax on . DR D OR H H 16,800 
57,66! Income Tax .. i aa s T i3 A e 061 
72,061 e ° ——— 51,861 
38,464 Group Profit after taxation i SN g 4,476 
9, xi id Profits retained in subsidiary company's accounts dë ; — 
28,768 4,476 
3,053 Add: Recelbts in ae ov sp oe oe — 
— Provision for on ae stab years ho longer required . 10,000 
Wee gie ENG Vie forward from previous year £29,170, a and in 1956 £3, A69 withdrawn from 
38,477 profits by a subsidiary ia E eg : - 3 48,639 
! en 58,639 
| 70,298 Balance available for eppropriation by Holding Company $3 vs - Ke : i , S 63,115 
Deduct: EE for the yesr:— 

. 31,128 erence dividend (fess tax) in respect of the year to 3ist December, "3 s i KE eS 31,128 
39,170 Balance carried forward in Holding Com Bee 's Balance Sheet zx ey vs vá Vx ie 2s 31,987 
§6,22i Balance carried forward by a Subsidiary Company 5% DNA di be M erg "A Vs vs 6,752 

| £55,391 Total Unappropriated Profits In Consolidated Balance Sheet . "RR T" £38,739 

| emer 


Notas on Consolidated Profit and Loss Account, see page 10. — [Reproduced below. ~ SE 


Notes on the Accounts 


THH GORDON HOTELS, 


Cumulative Preference Shares. 

|. The arrears of divide ross) on the Cumulative Preference Shares 
accumulated since 3lst December, 1932, amounted at 3lst December, 
1956, to £1,299,276. Provision has been made in these accounts for one 
year's dividend (less tax) in respect of the year to 3lst December, 1932. 


Arrears of Dividend on s 


; Debenture Stock. 
| 2. 6%, First Mortgage Debentures of the Mayfair I Hotel Company 
m e Company covenanted to meot the Interest on and redemption 
ju ited. The Co ed the! d red tio 
of these debentures of The Mayfair Hotel poer Limited; the amount 
outstanding at 3ist December, 1956, was £274,950 and is repayable by 
instalments of £8,000 per annum over the period to ist July, 1991, subject 
to the right to redeem ail or part of the debentures outstanding on or 
after Aler December, 1971. 


Fixed Assets. 

3. The Fixed Assets are stated in the accompanying balance sheets on 
the basis of professional valuations. The &mounts of tha Company's lease- 
hold properties and Its freehold TORO taser with the hotel furnish- 


Angs and equi ment, are in acco ce with a valuation dated [5th Au 
1956; the Group’s other freehold prone including contents, is In 
accordance wich a valuation dated 23rd October, i Ko 


“with che Company's bankers; the Company has given an undertaking not 
withdraw or otherwise dispose of them or to creato any charge on them 
"without the bank's consent while the Company is indebsed to the bank. 
4. Provision has not been mada for any depreciation or diminution In 
‘value of freehold properties or of hotel furnishings and equipment, but 
penditure Incurred during the year in replacing hotel furnishings and 
equipment has been to revenue. 
5. The costs of the valuation dared [Sth August, 1956, referred co In 
Note 3 above amounted to £11,700; this amount has been charged in 1956 to 
the deficiency account arising from revaluation of Fixed Assets. 


Ge title deeds of certain of the Company's ee ara d 


. Incurred by the Company in respect of an action brought b y 
to the Company for fees allegod to have been earned and damages for 
` breach of an alleged agreement. 


LIMITED 


General. 

6. As at 3lst December, 1956, indi and other debtors include £60,907 
(1955—£37,819) due by Restaurant investments Limited (a company in 
which at that dato che Chairman was a principal creditor and in which he 
had a majority Interest of which he has since disposed) in respect of ‘The 
Cuscade’ Restaurant. The difference between che ore monina amount 
of £60,907 and the figure of £67,211 stated as being due to the Co 
(excluding outstanding debtors and creditors) ar 3ist December, "ES 
in the report dared 19th February, 1957, made by the Ins rs appointed 
by the Board of Trade, reflects certain adjustments and allowances since 

agreed between the two companies, The management agreement under 
which the Company operated the restaurant on behalf of Restaurant Invest- 
ments Limited was terminated with effect from 31st December, 1956, 
and since that date to 30th September, 1957, net disbursements of £3,718 
have been charged to Restaurant investments Limited. in 1957 £60,857 
has been received by tha Company. including a bill of exchange for £5,448, 


. still to mature, leaving a balance of 


7. The Group Accounts include the following sterling equivalent of 
French francs :— 
Current liabilities m T zu T £18,480 
Current assets .. £52,085 


After taking zccount of remittances in [957 at the amounts realized, 
conversion to sterling equivalents has been made on the basis of i, 176 
French francs to the Z 

8. No provision has been made for any costs or amisi which may be 
a coneultant 


Directors’ emoluments comprise; —- 


Auditors’ Raport 


THE GORDON HOTELS, 


To the Members of The Gordon Hotels, Limited 


Fees as Directors is - es Di £3,500 
: (1955—4£2,978) 
Remuneration and other emoluments as Hotel 
ors and tives .. Së £5,348 
(1955—£2,001) 
LIMITED 


in our opinion the annexed accounts and notes give a true and fair view of the stata of affairs as at 31st December, 1956, and the profit for the yser 


ended on that date of the Company’and of the Group consistin 


Frederick's Place, 
Old Jewry, 
London, ECH, ` ^ 
27th November, 1957. . e 


s of the Company and its Subsidiaries. 

| We have obtained ali the Informacion and explanations which we considered necessary. in our opinion the Compan 

I balance sheet of che Company, which is in agreement with them and. wich che said information and explanations, gives with che 
-An the prescribed manner the eer required by the Companies Act, 1948 


y hes t proper books and the 
roup accounts and notes 


PRICE WATERHOUSE & CO., 
artered Accountants. 
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Taxation Cases 


A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


Oughtred v. C.LR. 


In the High Court of Justice (Chancery Division) - 
| December 3rd, 1957 
(Before Mr Justice UPJOHN) 


Stamp duty — Deed of transfer of shares — Interest in 
remainder — Exchanged orally for shares — Release of 


trustees — Whether deed of transfer to be stamped ad 
valorem — Repayment of duty — Whether interest pay- 
able thereon ~ Stamp Act, Y89s, Section 54 — Law of 
Property Act, 1925, Section 53- Law Reform 
(Miscellaneous Provisions) Act, 1934, Sections 3, 4. 

— The appellant was the tenant for life of some 
settled shares to which her son was entitled absolutely 
in remainder. An oral agreernent was made between 
the appellant and the son that the latter would 
exchange his interest in the settlement for certain 
shares owned by the appellant in a company, to the 
intent that the appellant’s life interest in the settled 
shares should be enlarged into an absolute interest. A 
deed of release was executed between the appellant, 
her son and the trustees whereby the latter were 
released from the trust. The deed of transfer in 
question was then executed by the trustees, and it was 


not disputed that it operated by transfer the legal | 


estate in the settled shares to the appellant. 

The respondents contended that ad valorem stamp 
duty was chargeable on the deed of transfer on the 
value of the son's interest in remainder, on the basis 
that it was a conveyance on sale. For the appellant 
it was contended that the deed should bear only a 
ten shilling stamp, as the son had already become 
constructive trustee of his interest for his mother 
under the oral agreement for value. 


Held, that the appellant's contention was correct. 


In re Hodge's Policy 


In the Court of Appeal - November 13th, 1957 
(Before THe MASTER OF THE ROLLS (Lord EvERSHED), 
Lord Justice Romer and Lord Justice ORMEROD) 
Estate duty — Insurance policy ~ Settled policy — Pre- 
miums ceasing many years before death - Whether kept 
up for benefit of donee — Customs and Inland Revenue 
Act, 1881, Section 38 (2)-— Customs and Inland 
Revenue Act, 1889, Section zz — Finance Act, 1894, 

Sectton 2 (1) (c). 

A settlor took out a policy on his own life for 
£10,000 with profits under which five premiums of 
£1,475 each were payable. The first premium was 
paid on the issue of the policy and the subsequent 
premiums over the next four years to 1916, in which 
year the policy became fully paid up. Meanwhile, in 


1913, the settlor settled the policy in favour of his son 
absolutely on his attaining 25 years of age. 

In 1935, the settlor, te trustees and the son 
mortgaged the policy to the insurance company for 
£1,000 and an undertaking to lend a further £4,000 
on demand, and the policy was deposited with the 
company as security. The son attained 25 years of 
age in 1938. The remaining £4,000 was borrowed 
from the insurance company, and at the date of the 
death of the settlor in 1950 £5,431 was owing to the 
insurance company in respect of the loan and interest. 
The policy money came to £16,675, so that the 
amount receivable by the son was £11,244. 

- The Inland Revenue contended that estate duty was 
payable in respect of the policy money on the ground 
that the case was within Section 11 of the Customs 
and Inland Revenue Act, 1889, in that the policy had 
been kept up by the deceased for the benefit of the 
son, and that the duty was payable on the full amount 
of policy money, namely, £16,675, and not on the 
balance of £11,244 due after deducting the amount of 
the loan and interest owing to the company. 

Held (affirming the judgment of Mr Justice 


Harman), that both these contentions were correct. 


Gray and Randolph Ke Nominees) 
v. C.I.R. 


In the High Court of Justice (Chancery Division) 
— December 3rd, 1957 

(Before Mr Justice Upjoun) 
Stamp duty — Voluntary disposition — Declaration of 
trust — Transfer of shares to nominees — Oral direction 
to hold shares — Declaration by trustees - Whether ad 
valorem duty payable — Statute of Frauds, 1677, 
Section 9 — Finance (1909—10) Act, 1910, Section 74 
— Law of Property Act, 1925, Section 53. 


A shareholder in a company transferred 18,000 
shares to the appellants as his nominees. A few days 
later at the offices of the company he orally directed 
the appellants to hold the shares thenceforth in six 
blocks upon the respective trusts of six settlements 
that he had made, some years before, in favour of bis. 
grandchildren. Some weeks later the opa 


«executed six declarations of trust to that effect, and 


the transferor executed the declarations in order to 
testify his giving of the direction. 

The appellants conceded that the equitable interest. 
in the 18,000 shares remained in the transferor until. 
the time when he gave the oral direction, and that. 
they were mere nominees for him till that day. They 
contended, however, that upon the giving of the 
direction the equitable interests in the six blocks of 


! 
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shares vested upon the trusts declared by the six 
settlements that had been executed some years before; 
that the trusts of the six blocks of shares were then 
completely declared; that no property passed by the 
declarations of trust; and that therefore the latter 
ere not liable to be stamped ad valorem. The 
kissed contended that nothing passed by the 
oral declarations, aa the declarations should have 
been in writing under Section 53 of the Law of 
. Property Act, 1925, and alternatively that the oral 
directions and the subsequent declarations were all 
ne transaction. 

Held, that the oral directions operated as transfers 
of the equitable interests in the six blocks of shares 
by way of trust; that there was no evidence to support 
the contention that the oral direction and the sub- 
sequent declarations were all one transaction; and 

that no ad valorem duty was payable. 


Morariy v. Evans Medical Supplies Ltd 
In the House of Lords — December 4th, 1957 
^ (Before Lord S1MoNps, Lord MORTON op HENRYTON, 
Lord Tucker, Lord Kerra OF AVONHOLM and 
Lord DENNING) 

"Trade - Agreement with Government to establish 
industry — Provision of ‘know-how’— Whether sum 
received therefor a trading receipt — Income Tax Act, 
| 1918, Schedule D. 


The company carried on business as a manufacturer 
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of pharmaceutical products and as a wholesale 
druggist with a world-wide trade. Among its sub- 


, Sidiary companies and agencies abroad, the company 


had an agency in Burma. In 1953 the Burmese 
Government desired an industry to be established 
there for the production of pharmaceutical and other 
products and the company contracted to assist the 
Burmese Government in setting fip such an industry. 
The recitals of the contract were to the effect that the 
company would supply the Burmese Government 
with information and would organize the factory in a 
manner stated in the agreement, and that the com- 
pany was to receive ‘the capital sum of froo,oee- 
from the Burmese Government. 

The Special Commissioners decided that the 
£100,000 was received by the company in the course 
of its original trade or in the course of carrying on a 
new trade which began with the agreement of 
October 20th, 1953. 


Held (reversing the judgment of the Court of 
Appeal, (i) (Lord Keith of Avonholm dissenting) 

t the {100,000 was the consideration for the sale 
of a capital asset and so was not taxable in the hands 
of the company, (it) (Lord Morton of Henryton and 
Lord Keith of Avonholm dissenting) that there was 
no warrant for dissecting it, as the Court of Appeal 
had ordered, so as to attribute to capital only that 
part of it which could be regarded as having been 
paid for the imparting of the secret processes to the 
Government of Burma. 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Charles Winn Accounts 


Sire, — My colleagues at Charles Winn and I read the 
letter of ‘Public Company Shareholder’ (January 11th 
` issue) with amazement. May I ask you to give equal 
, publicity to this reply? 

My co- directors and, to the best of my knowledge,. 
the company's employees as a whole (I have certainly 
had assurances to that effect) are 100 per cent behind 
. me in what I am doing ~ and all the directors and a 
. substantial number of employees are shareholders, 
the extent of the joint shareholding being consider- 
able. Moreover, the pronouncements, from all sides, 
but especially from quarters devoted solely to the 
interests of shareholders - including, in particular, 


Sir John Braithwaite, as Chairman of the Stock 
Exchange — being made on the subject of improving 
the method of presenting a company's cial 
information to its shareholders, emphasize the great 
importance — fo shareholders — of this aspect of 
company (and especially of a public company's) 
activities. 

I am certainly giving a considerable amount of 
time, thought and energy to this aspect myself, but 
most of that is in hours normally regarded as available 
— to anyone, let alone to a senior business executive — 
for activities other than business. Further, still more 
— usually a considerable amount — of that same time 
is (as it always has been during the whole period of 
my. association with Charles Winn — now more than 
thirty years) similarly devoted to matters affecting 
the company, with — as my colleagues will confirm — 
appreciable advantage to the company's shareholders. 

I invite ‘Public Company Shareholder’ to inspect 
the record of the company; or — better still, perhaps — 
to become a shareholder himself (in a small way, if he 
prefers) and to ask for whatever further information 
he would like to have. In all probability the board 
will be only too pleased to furnish it. Inquiries — of 
any nature — from shareholders are welcomed. What 
the company and I are trying to do is to see that the 
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information we publish makes such further inquiries 
unnecessary. 
But we all keep a very watchful eye on profitability, 
as I think our record demonstrates. And we do not 
‘try to make the business fit the system’; on the 
contrary we are endeavouring to evolve systems to suit 
the business. In doing so, we appear, also, to be 
producing one ot two » that suit a lot of other businesses 
as well, including, of course, the businesses of 
customers and/or potential customers. 
After'all, there are more ways of getting business — 
and of improving profitability - than one. 
Yours faithfully, 
NR MOUSLEY; 
Chat 


hairman, 
Birmingham, Y. | CHARLES Winn & Co Ltn. 
Decimal Coinage . 


SR, - Your correspondent, Mr 5S. J. Ruddell, 
(January 11th issue) seeks comments from your 
readers on his proposals with regard to the decimali- 
zation of the British coinage. 

In such matters, as you will know, the exponent is 
much more willing to air his own pet scheme than 
he is to concern himself with the difficulties which 
others have encountered in theirs. Being no exception 
to this rule I shall therefore, with your permission, 
give my own proposals in this matter. Perhaps in so 
doing I may indirectly be of some assistance to Mr 
Ruddell and may perhaps further the cause of 
decimalization. : 

As I see it, there seem to be two principal diffi- 
culties against ready public acceptance of decimaliza- 
tion of the British coinage, of which one is practical 
and the other psychological. 

The first point - the practical one- is that a one- 
hundredth part of our basic unit (the £ sterling) is 
2:4 pence, which, even in these inflationary times, is 
too high a value for a practical ‘smallest sub-unit’. 
Here, I think, I am on common ground with Mr 
Ruddell, but I part company with him in that I am 
opposed to a system which requires one to work to 
three decimal places. 

What I have termed the psychological difficulty is 
that it is necessary to avoid riding roughshod over the 
conventional idea of what is, and what is not, British 
money. I make no apology for rating this as a real 
difficulty, since our world is not yet wholly populated 
by economists, statisticians, accountants, and the like. 
I feel, therefore, that a decimal coinage will be 
much more réadily acceptable if it avoids the use of 
coins which to the popular ear are strange or foreign- 
sounding, and accordingly view with disfavour the 
introduction into our coinage of dollars, cents, etc., 
or any newly-invented coins (ten-sided or otherwise). 
Personally, I would tend to include on the black list 
the florin, which is admittedly a British coin and is 
favoured in some quarters as a ready-made aid to 
decimalization, but which i is not popularly known by 
that name. ~ 
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“The system of decimalization which I favour can 
be described in three simple movements: 

(1) Devalue the £, by one-half, retaining its name, 

(2) maintain the shilling at its present value which 
| will be ten to the new £); and 
(3) upgrade the penny to ro to the shilling (100 to 
the new f). 
We would thus continue to use our old friends 
pounds, shillings and pence. No other coins would 
strictly be required, but all the existing ones could 
continue in use until experience showed which were 
the most useful; the only ones which, pending re- 
minting, would misstate their face value would be 
the sixpence, which should be a fivepence, and 
the threepence, which should be a ‘tuppence-ha’ 
penny. 


Although the new system would be a decimal one | 


there would be no necessity, in speech, to abandon 
the familiar nomenclature. For example, the amount 


(new system) which would be written as 5:37 might - 


be referred to by technicians as 'five point three 


seven pounds’ or ‘five pounds thirty-seven’, but ` 


there would be no reason why those who preferred 1 


to should not refer to it as ‘five pounds three and 
sevenpence’, 

Conversion of bank and other balances to the new 
system would be a simple matter. Apart from the use 
of a pence table (having virtually no valuable signifi- 
cance), all that would be required would be to 
multiply the pounds by two and add one where the 
shilling figure was ten or over, the shilling figure 
being reduced to its units digit. 

Yours faithfully, 

Birkenhead. G. N. THORNTON. 


SIR, -I have followed with interest the recent 
correspondence in your columns putting forward 


different solutions to the problem of converting our ` 


present coinage to a decimal system, and I should 
like to make the following suggestions. 

Many firms now use £5 notes freely when making 
up the weekly pay packets of their employees, so 
that these notes are in common use. As the ‘fiver’ has 
now a purchasing power much more nearly equal to 
that of the pre-war {1 than the present pound note, 
it might well be adopted as the standard unit of a 
new decimal coinage. It could be called a ‘sovereign’, 
bringing back a name which has fallen into disuse in 
recent years since gold was replaced by paper pounds. 

The ten-shilling note would be retained as being 
ot sovereign and the pound note either. scrapped 
entirely or replaced by a note equivalent in value to 


«£2 105, Le, a half-sovereign: Half-crowns should be 


withdrawn, the sooner the better. Their relatively 
close resemblance to florins has long been the cause 
of either sharp practice or genuine mistake when 
change is required for them in crowded shops or 
buses. The florin would be 0-02 sovereign and the 
10s note might well take over the name of the an 
obsolete ‘crown’. 

The penny would need revaluing: foot shilling — 


i 
l 
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O'oo1 sovereign and the f , if still needed, to 
0*025 shilling, though it would be better eliminated 
entirely. The ‘silver’ sixpence and the twelve-sided 
threepenny-bit would hardly be needed as separate 
values. Either one could be discarded, or both 
retained and revalued as alternative versions of a 
new fivepenny piece—o'5 shilling. The halfpenny 
could be retained in its present form. 
The full list would then be: 


Present note Relative 
Name or coin value ` ` 

Sovereign £5 I 
Half-sovereign — o's 

| Crown IOS o'r 

. Florin 25 0°02 
Shi Is O'OI 
Fivepence 6d and or 3d 0'005 

, Penny id OOO! 
Halfpenny 00005 


Ad 

Existing currency could be used in this system, 

ith half-sovereign notes, of the same size as the 
Wo pound notes, added if thought necessary. 

» Yours faithfully, 

London, E6. G. PEMBER, 
| | Principal, 

East Ham TECHNICAL COLLEGE. 

SIR,- The recent correspondence on the subject 
of decimal coinage in your columns has been fol- 
lowed with interest and I am surprised that you 
ihave had nothing from the Decimal Association or 
its members, because they had gained what seems to 
me a fairly comprehensive understanding of the 
various factors involved and their relative weights. 

I have been unable to trace whether that Associa- 
'tion is still in existence and consequently, with some 
diffidence, I record from memory the position reached 
iby them in the thirties. 

Like some other organizations in more exalted 
spheres, the members of the Association had several 
alternative policies such as the 1,000 mil pound, the 

,ten-penny shilling, the ten shilling unit (to replace 
the £) and probably other ideas, Their decision was 
first to decide which single one of these policies to 
adopt. 

A deputation to the then Chancellor of the Ex- 
chequer had been assured of his support provided 
some indication was forthcoming that the business 
community wished for this change to a decimal 
coinage. The deputation was, however, reminded that 
it was improbable that any decimalization proposal 
would succeed which was not based on the existing 
penny, because so many tables in many activities 
(e.g. insurance) were based on this coin. Consequently, 
the Decimal Association adopted the policy of the 
100-penny or roo-halfpenny unit, suggesting as a 
name the ‘Royal’, i.e. that of a coin formerly in use. 

This was, in fact, the way that the original American 
States changed from their £ s d coinages into the 
dollar coinage (100 halfpennies or 4s 24). Other 
countries have, I believe, adopted this course and 
Mr F.. D. Oliver, in your issue of January IIth, 
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mentions Trinidad and Tobago as having done so. 

I consider the Association was wise in their 
decision because no alteration is made in the value 
of any existing coin; furthermore the £, s d notation 
is easily convertible into the ‘Royal’ (or other term) 
notation simply by reducing to pence (i.e. the roo- 
pence unit is adopted) and moving the decimal place. 

Probably an extended campfign is necessary. to 
overcome the essential conservatism in this country 
towards change, even where benefits are patent. It 
would be a thoroughly worth-while effort if the 
accountancy profession could become the spearhead 


of that campaign. aie 
Yours faithfully, 
London, SE19. E. C. SHANKS. 
Bankruptty Law Reform 


Sir, - I have read with interest, in. your issue of 
August roth, 1957, and January 11th last, the 
recommendations of the Committee on Bankruptcy 
Law and Deeds of Arrangement Law Amendment, 
but feel that too much emphasis has been placed 
upon the extension of the bankrupt’s rights and too 
little on the creditor's. As an accountant employed 
by a nationalized public utility undertaking, I am 
probably involved in more than a fair share of 
bankruptcies, and time and again have I heard of 
bankrupts who within a month or so of a receiving 
order being made against them, have had a local 
‘spending spree’ on furniture etc. at the creditors’ 
expense, when undoubtedly they have known they 
were insolvent, but yet have defiantly purchased 
goods on normal credit terms without any redress 
being made, 

How often do we read with the statement of 
affairs, that the furniture is claimed by the debtor’s 
wife, or in the history of the business, that within 
the past year a fire has occurred on the premises 
and unfortunately one of the first things burned has 
been the debtor’s books of account. 

Although we may be living in a welfare State, let 
equity play its part and remember that the pereon 
who 1s really suffering is the creditor. 


Yours faithfully, 
Cambridge. JAMES E. HARDY, A.s.a.a. 


Income Tax Assessments: Appeals 


Sig, - We were pleased to note the parliamentary 
questions of Mr Collins, concerning the twenty-one 
days' time limit for appeals against income tax 
assessments, which were reproduced on page 23 of 
your issue of January 4th. Although Mr Powell did 
not answer the points raised, his replies appear to 
indicate, ‘this time limit suits the Revenue very well. 
We have no desire to sce it altered’. 

This is an archaic time limit, no longer appropriate 
to modern conditions. It is a cause of considerable 
trouble and annoyance to taxpayers and their advisers 
and ‘should be extended to coincide with the time 
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available to the Revenue for making additional 
assessments. 

There would be some reason in Mr Powell's 
remark that it is to- the interest of the taxpayer and 
the Government that the points should be settled 
at the earliest possible moment, if, after the expiration 
of the twenty-one days’ time limit, the assessments 
became as binding on the Revenue as on the taxpayer. 
This is not so, owing to the powers of the Revenue 
to make additional assessments. In a Case VI assess- 
ment, for example, on excess rents and furnished 
lettings, the assessment is made before the amount 

‘ofthe income can be known. Strictly, in default of 
formal notice of appeal, no downward adjustment of 


the assessment is competent, and we have been so. 


advised by H.M. Inspector of Taxes in an actual case. 


In practice, the enforcemant of the collection of ~ 


tax charged mm an estimated assessment may result in 
a severe pecuniary penalty for mere inadvertence on 
the part of the taxpayer. In contrast, the Special 
Commissioners normally notify the taxpayers’ ad- 
visers of proposed surtax assessments and this is a 
most helpful arrangement. Incidentally, it is to be 
observed that the time limit for appealing against an 
assessment to surtax is- thirty days. - 
Yours faithfully, 


London, EC2. CHARLES G. CLARK & CO. 


Directors’ Bonuses 
Sir, — I refer to an article by Mr John B. Jowitt, in 
your issue of May 22nd, 1954. It was stated as an 
opinion that P.A.Y.E. liability on directors’ bonuses 
unpaid, could, in cettain circumstances, be con- 
tinued over an indefinite period. The circumstances 
were that (a) the company had insufficient funds to 


pay the bonuses; and (b the banuses had been credited ` 


to an account Ee *Creditors for bonuses' and not 
to the account of any specific director or directors. 


' Has any of your readers knowledge of any case in’ 


which the Inland Revenue has agreed to hold over 

collection of the P.A.Y.E. tax in such circumstances? 

One of our local Inspector of Taxes is resisting the 

contention most strenuously. 
Yours faithfully, 

1. beds 


Multiplication Check. 


Sik, - I was interested to read Mr Fred T. Neely's 
article on ‘Visual Multiplication’ in your issue of 
December 28th. He does not mention a very quick 
method of squaring a number ending in 5. This may 
be done by multiplying the figure, or figures, in front 
of the 5 by oné more than itself or themselves and 
putting 25 after this product, e.g. 7575 =5,625; 
155X155—24,025; 56 being 7X8 and 240 being 
15X 16. Products such as 74x 76 or 73x 77 will be 
75X75—1 and 75 X 75 —4 respectively. 

< When income tax was gs in the £, it was often useful 
to be able to recognize a multiple of 11. This is done 
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by adding up alternate digits and if the sum of the 
first, third and fifth, etc., is equal to the sum of the 
others, or if the difference between the totals is a 
multiple ef 11, the figure is a multiple of 11, e.g. 
132, 209, 1,452, 4,708, 181,819 are all divisible by 
II as I+2=3, 24-9—0-—11, 1+5=4+2, 74-8— 
(43-0) 711, 8--8-4-9 —(1-F 14-1) —2X 11. 

For interest calculations, there is a short cut for 
dividing by 73, which is 365-5. This method is most 
useful when the number to be divided is a multiple 
of 3. The formula is: 

EG ua HE a E 


73 100 300 3.000 








30,000 
Thus = =3+rter+-or=4't1 | 


The resulting quotient is too high by 1 in part in 
10,000, or about id in £10, which can be proved 
quite easily. - 

Yours faithfully, 
R. A. TYSSEN-GEE. 


SIR, - À word of caution should be added to the 
letter in your issue of January 11th. The digital check. 
described by your correspondent will not detect the 
old enemy, a reversal of figures, nor will it find an 
error of nine or a multiple of nine in the multiplica- 
tion or addition. 

If the digitals do not agree, one can say with 
certainty that there is an error in the multiplication. 
If they agree, the most one can say is that the result 
may be correct. 


Whitely Bay, 
Northumberland. 


London, EC2. 


Yours faithfully, 
F. V. ROWDEN, A.C.A. 


Internal Auditing 
SIR, — I read Mr W. R. Davies’ article, "T'he status 
of internal auditing in America’, in your issue of 
December 28th last, with an interest tempered by 
dismay. Whether an extension of internal audit 
duties on the basis outlined does not, in large measure, 
encroach on the preserves of administrative control 
and organization and methods is no doubt a matter 
of opinion. However, as the avowed intention is the 
development of internal auditing as a profession, a 
broad foundation is necessary, hence the need for 
expansion. Training and education in the highest 
degree appear to follow as a natural corollary. As it is, 
surrounded as we presently are by an increasing 
«number of specialists in all fields of endeavour, the 
intensity of frustration is. already uncomfortably. 
pronounced. What things will be like when sectional 
bodies in manual occupations become alive to the 
advantages of professional status can only be con- 
jectured but, maybe by then, the rota of administrator 
and manager will have become superfluous. 
Yours faithfully, 
. London, SW20. K. J. WHARTON, F.a.c.c.a. 
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MANAGEMENT ACCOUNTING 
One-day Conference in London 


A one-day conference with the theme "Management 
accounting — information for management’ was held 
by the North London Productivity Committee of the 
British Productivity Council on Thursday of last week. 
'The chairman of the conference, which was held in 
the Council Chamber of the Federation of British 
Industries, Tothill Street, SW1, was Mr R. F. Hunt, 
A.F.R.Ae.8., director, ‘The Dowty Group Ltd, and the 
opening address was given by Mr Ian T. Morrow, 
C.A., F.C.W.A., A.T.I.I., F.R.E.8., managing director, The 
Brush Group Ltd. 
' In the course of his opening address, Mr Morrow 
referred to the fact that while most of the techniques 
' of management accounting had been worked out 
: before the First World War, they were treated with 
indifference until the last war, when a great change in 
' thinking about the subject occurred. 


— 


Financial Accounting and Business Statistics 
In a paper on ‘Financial accounting and business 
statistics’, Mr C. H. Nicholson, F.c.a., discussed how 
financial accounting statements and related statistical 
. data might be developed and used as effective aids to 
raanagement at all levels. 

Mr Nicholson considered that the form of the 
information provided for management must be 
designed to suit the individual requirements of the 
| person who will use it; it must provide a basis of com- 
v parison with budgeted or estimated results, and must 

be supplied in time to be of use. Where possible, 

: related financial and statistical information should be 
| included in the same statements. 

An efficient system of budgetary control] should be in 
operation; budgeting should not be considered merely as 
an accounting exercise; it can only be effective with the 
co-operation of all staff, with a representative committee 
to administer the system. Special attention, he believed, 

' should be paid to cash budgets. 

The production of statistical data and the co- 
ordination of budget statements should be under the 
'control of the chief accountant, Periodical accounting 
‘statements should provide not only information about 
current income, but also a detailed comparison of 
&ctual and budgeted results. 


~ 


-© Determination of Production Cost Standards 


"Ihe second paper was given by Mr S. Erskine-Murray, 

2 A.M.I,C.E., M.B.I.M., who spoke on “The determination 

.of production cost standards’. Mr Erskine-Murray’s 
approach to the subject was, he said, not as an account- 
ant but as an engineer. 

He believed that one must look to the future of the 
business in the light of its capacity, its knowledge, and 
the experience which it has built up in the past. To 
forecast ahead, one must ensure the efficiency of the 
business.  . 

Mr Er&kine-Murray then listed savings that had ZE 
made in such departments as stores, tool room, 
drawing office and on the shop floor. Economies, he 

| pointed out, could also be obtained in office procedures. 


Operational Control through Cost Standards 


The third paper was given by Mr A. S. MclInerny, 
A.M.I.C.E., M.B.I.M., who spoke on 'Operational control 
through cost standards’. 

He stated that the preludes to operational control 
were the preparation of budgets and standards and 
mentioned that a budget should be set out in terms feo 


time, not cash, as a charge-hand can then be set to 


produce a certain output within a certain time. 
Mr MclInerny considered the methods of recording 


information, and concluded by showing the need for 
"figures at all levels EES the firm. 


Management Accounting and the Medium-sized 
Company 
The fourth paper, by Mr B. A. Maynard, M.A., F.C.A., 
A.c.W.A., dealt with ‘Management accounting and the 
medium-sized business’. 
Mr Maynard stressed that introducing management 


accounting in medium-sized companies of any 


complexity was not a stereotyped problem to which a 
simple, standard answer could be developed. Indeed 
it was often complicated by difficulties in establishing 
a satisfactory flow of basic information caused by 
deficiencies in fundamental procedures, such as plan- 
ning, production control and material control. 
Without doubt some form of control against pre- 
determined targets, and the invaluable discipline of 
thinking and planning ahead which this involved, was 
desirable in the majority of medium-sized companies. 
The fact that so many of these companies were still 


‘not using the available techniques suggested that in 


many cases managers, or possibly even their account- 
ants, did not appreciate the advantages they offered. 

When introducing new accounting conventions in 
medium-sized companies it was often a problem to 
bring home to the different levels of management the 
value of the new accounting and associated information 
provided and the easiest ways of making use of it. Mr 
Maynard went on to discuss various ways of over- 
coming this difficulty. 


Learning to use Management Accounting 


"The final paper was given by Mr F. Clive de Paula, 


T.D., F.C.A., F.C.W.A., who took as his subject ‘Learning 
to use management accounting'. Management account- 
ing's function, he said, was to inform management of 
the financial implications of the decisions they were 
taking. ‘Management’ would include the . policy- 
makers, the supervisory management, salesmen, 
designers and research and development staff. 

The accountant must use as little jargon as possible 
and take the viewpoint of the user of his accounts. 
He stated that management should: be taught the 
relative parts of management accounting needed. The 
accountant's experience is at the disposal of manage- 
ment and the employer, on his part, must be prepared 
to allow time for this Seege of his san, even at the 
sake of some inconvenience. 
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APPRENTICESHIP 
Geen Meeting of New Members of the London 
Students' Society 


Over 600 students attended a special welcome meet- 
ing held in Guildhall on Tuesday of last week, 
at which not only new members of The Chartered 
Accountant Students’ Society of London were wel- 
comed but also those who were transferring from The 
corporated Accountant Students’ Society. 

The meeting was held in the presence of the Lord 
Mayor of London, Sir Denis Truscott, and was under 
the chairmanship of Sir Harold Gillett, M.C., F.C.A., 
President of the Students’ Society. 


ADDRESS BY THE LORD MAYOR 
In a short introductory speech the Lord Mayor said: 

‘I would like you to know in what admiration I hold 
anyone in the profession to which you all aspire. To 
me, accountancy is a world of its own and anything 
to do with figures, at least the kinds in which you are 
interested, frightens the life out of me. 

*Quite apart from holding your meeting in this 
historic hall wbich bears the scars of many centuries 
of wear and tear, not to mention those of the last world 
war, you are welcoming also the members who have 
recently joined your Society. Even more than that you 
are welcoming those who are transferring to you from 
the Incorporated Students’ Society as a result of the 
recent integration scheme, which, if I may say so, I 
thoroughly applaud. 

‘I am especially interested because the subject of the 
address which your President will be delivering this 
evening is that of ‘Apprenticeship’, Now, as you 
probably know, in the old days when the livery 
companies were formed in order that each might 
protect the trade it represented, the apprentices to the 
trade had to be indentured through the livery companies 


concerned. Today, in several, though, I regret to say- 


by no means the majority, apprentices are still Bound 
through the livery companies to a master who must be 
a liveryman himself of that particular company. . 

‘Now, as the Lord Mayor, I am what you might call | 
the "head boy” as far as the livery companies are 
concerned. In my lay capacity I have the privilege of 
being past-master of two of them and under warden 
of a third, namely, the Stationers’ and Newspaper 
Makers’ Company. That is the mother-company, as it 
is termed. It is the one joined first that is always 
known as one’s mother-company if one belongs. to 
more than one and that is due to the fact that I am a 
printer by trade. It might interest you to know that, 
even now, every year I have three or four boys 
apprenticed in my own firm through the Stationers' 
and Newspaper Makers’ Company and I act as their 
master throughout the whole of the period of their 
indentures. 

‘I understand that your body contains the largest . 
number of indentured apprentices in the London area 
and, though I do believe this to be a fact, I do not like ` 
saying it for I am somewhat jealous. May I wish you all ` 
the very happy and interesting evening which I know 
you will have, for my brother alderman, Sir Harold 
Gillett, who is your President, is one of the most 
respected members of your profession or rather I 
should say, of the profession to which you aspire and 
he is held in very great esteem by all the brethren of 
the Court of Aldermen. And, without giving any secrets 
away, I think if you put your money on the next Lord 
Mayor of London being a chartered accountant you may 
find yourselves in pocket. Thank you, Sir Harold and 
members of the committee, for inviting me to join this 
meeting and thank you everyone for the very warm 
welcome you have given me which I so much appre- 
ciate.’ (Applause.) 


SIR HAROLD GILLETT’S ADDRESS 


In his address, Sir Harold Gillett said: 

‘As you know, the purpose of this meeting this even- 
ing is to welcome and bring into contact with other 
members of the Students’ Society, all who have 
recently joined, as the Lord Mayor has said, and 
especially those who are transferring from the Incor- 
porated Students’ Society. We give a very special 
welcome to the latter. This is not just by words; I mean 
this from my heart and I know all of us who are con- 
nected with the Chartered Accountants Students’ 
Society feel the same way. A welcome is not a welcome 
if it is half-hearted and does not really come from your 
heart and your mind. We do welcome you. We are very 
glad to have you here. I have just been told that the 
numbers here this evening must be regarded as a token 
because, although I do not know exactly how many 
are here — Í think it is 600 or so — the actual numbers 
on the books of the combined students’ societies are 
something in the region of 7,500. 

‘As you know, the Council of our Institute con- 


sidered it desirable to unify the accountancy pro- 
fession in England and Wales, as far as is practicable 
at the present time, by bringing into one body as many 
as possible of those whose qualifications have been 
based on examinations of a high standard and a 
practical experience in the offices of practising account- 
ants and by providing for the future a uniform method 
of entry into the enlarged body through articled 
service and the same examinations. 

“Their integration, as we are using the ferm tonight, 


eis not just the term used to signify a "bringing to- 


gether’. To my mind and, I hope, to yours, it goes far 
deeper than that. It marks the coming together of the 
Institute and the Society — two great bodies who have 
already established for themselves their own accepted 
positions as professional bodies in the daily life of the 
community. Those of you who are listening to me 
tonight are, 80 to speak, standing at the threshold of 
entry into this great integrated body and are, therefore, 
most affected by the words ''articled service". 
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; Historic Guildhall : 
It is most fitting that our welcome meeting should 
talte place in this historic. Guildhall, the great meeting- 
place, as the Lord: Mayor has already said, of the 
members of the livery companies of what we know and 
believe i is still the greatest city in the world: Looking 
around here tonight, I would like you to feel that it 
is not just a-hall. We could have taken other halls; we 
could have gone, perhaps, to a big assembly room or a 
livery hall, but this is the Guildhall, the centre and 
fountain of democratic Goverriment all over the world. 
Around these walls, up to the ceiling, are the emblems 
of the livery companies of this city. The banners are 
the banners of the twelve great livery companies 
presented last autumn to the Lord Mayor of the time. 
You have the statues of Pitt, Wellington and Nelson. 
In this great hall the State trials of Lady Jane Grey 
and Lord Robert Guilford Dudley took place before 
they were executed on Tower Hill in the time of Queen 
Mary. Cranmer was tried here before he was burned 
ati the stake. You are not sitting in an ordinary hall. 
You are sitting in a place that, to my mind, has 
something of the odour of what I mignt call sanctity 
about it. Therefore, when we have to get together it 
seems that we should get together.in a hall of this type. 

I hope; when you go away this evening, you will 

e away —if I may put it that way —some sort of 
dedication; that in future, as the Lord Mayor has said, 
the two bodies will be inspired to work together: the 
whole students’ society in the full sense, so to speak, 
burgeoning out into a bigger body for moulding you 
and ‘qualifying you to pass your examinations. 

"This brings me to the subject-matter of my remarks 
to you on."'Apprenticeship", and it is to the livery 
companies. or craft guilds and their apprentices to 
whom I wish first to make reference. If, as I suggest, 
we regard service by an articled clerk under articles 
and service by an apprentice under what are termed 
“indentures” as in the main similar, then we start off 
on common ground. In.each case there are two parties: 
the master and the apprentice or the principal ane. the 
prticled clerk. , 


.The Early Guilds 

‘The origin of apprenticeship is unknown. The mer- 
chant guilds began about 1170 and were fraternal, 
religious - — for the control of trade and protection and 
were confined to the merchants’ own town. The. craft 
guilds commenced. about 1270,. more. especially in 
London with its great port and river facilities and its 
easy access to the Continent. 

"They were similar to the merchant guilds; they 
provided for the supervision of apprentices, there being 
three classes of craft workers: masters, journeymen 
and apprentices: 

'Apprenticeship to a trade became general by 1450, 
but the guilds, as such, started to decline from about 
1500, the general growth of trade having | overcome 
the monopolies of the guilds. `. 

(Ma I, for a few minutes, endeavour to show you by 
contrast how easy is the life of the modern articled 
clerk compared with the daily life of his forerunner 
the “apprentice”. You won't believe it, but it is quite 
true, and now I quote: 

|The apprentice shall not unlawfully absent himself from 
the service of his master day or night. Shall not play at 
cards, dice, other unlawful games, nor bet or gamble nor 
fréquent taverns’ (Laughter), 

Rock’n roll is not barred, apparently. (Renewed laughter.) 


THE 
ACCOUNTANT 


105 


"The master shall find and provide the apprentice. good 
and sufficient meat and drink, lodging, medicine and medical 
and surgical attendance and all other necessaries. 

‘An ill-behaved apprentice is liable to moderate personal 
chastisement by his master, and such chastisement will not 
justify him in leaving his master’s service; for it is ‘within a 
master’s rights to chastise his ill-behaved apprentice; 
but, if the apprentice has reason to believe that grievous 
bodily harm: will -be inflicted upen him he wil be 
justified in quitting the service. A master must exercise 
this authority himself; he cannot delegate it to another. 
Where a master, in reasonably correcting his apprentice, 
happens to occasion his death, it shall be deemed homicide 
by misadventure.’ 


If this does not show you some sort of contrast iro 


modern days, Í am very much mistaken. 


Craftsmanship 
*From all I have said, you will have realized did the 
members of the original gyilds were rightly very jealous 
ot their acknowledged craftsmanship and were not 
prepared — and in this they were supported’ by the 
charters given to them by their respective sovereigns 
or the civic authorities - to allow any who had not 
served their apprenticeship and qualified as craftsmen 
to practice their particular trade. A practical demon- 
stration was required then and on change of locality. 
If you lived in England and went to Scotland you 


would, perhaps, have to take your examinations all 


over again. In other words, the apprentice had, over 


the period of his indentures (or articles), to Prove that 


he.was capable of personal responsibility and, by 
práctice às well as theory, had learnt the “know-how” 
of his craft. 

‘Applying what I have just said to our own pro- 
fession or craft, and to you articled clerks or appren- 
tices, you are. now studying to be craftsmen and 

“craftsmanship” knows no bounds. The true crafts- 
man is always seeking to improve his handiwork, so 
when you are drawing up accounts or whatever it 

might be — quite apart from complying with the Com- 
panies Act — remember that you are still craftsmen. 
When you are preparing reports for clients, do not 
put it like a slab of cold pudding or something like 
that. Put something behind it; put some craftsmanship 
behind it, Sit down, and see if you cannot; make. a 
better report than someone in your particular office has 
made before you. 'T'here are no bounds to craftsman- 
ship. A good painter is always studying to be a 
better paintér and the good lawyer or doctor is 
always trying to improve his knowledge and'crafts- 
manship in his particular profession or trade. There is 
no stereotyped, hackneyed limitation. You will have 
all the various things that occur in our daily lives; the 
drawing up of reports; schemes of reorganization and 
many other things that you can think of. Your limita- 
tions are your own. But the more you read and the 
more you study and the more you gather together the 
thoughts of other great craftsmen in our profession, 
the more you will progress in the profession. | 


Trust and Responsibility 

‘During your period as an -articled clerk you will, 
obviously, have access to confidential figures: and 
documents and you must accept the same kind of 
responsibilities to your principal and to his client as 
the apprentice did of old because you have in your 
indentures (or articles) given cértain pledges as to your 
conduct. 

‘I mean by that exactly what I have said. We are a 


106 


profession; we are trusted with certain facts and 
information. We have got to regard these as a doctor 
regards the secrets of his patient. They are inviolate 
in your mind and heart. They are not to be wantonly 
talked about or discussed. 


"You have behind you, when you are taking a line ` 
of country on any special point, the whole unseen | 


mass of the united bodies of the Society and the 
Institute; some 30,000 professional men behind you, 
and you are entitled to rely upon that rock of strength. 
You are not working as a unit just on your own. Just 
as the apprentice had his guild behind him — the 
weight of the guild -so you, an articled clerk, and 


eter, if you qualify, have behind you the weight of 


your particular professional body. 

“To sum up, the ultimate aim of indentures (or 
articles) is to produce in the apprentice, or articled 
clerk, skill and a respect for the word I am trying to 
emphasize, ''craftsm ip'*in the fullest sense of the 
word, and a sense of professional responsibility. 
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‘I am sure I am speaking for all who are closely 
connected with the two students' societies about to be 
integrated, when I say and I pledge that we will, in our 
respective spheres, do all that we can to help you to 
become craftsmen, feeling certain that you who are 
sitting here, and the 7,000 who are not here, will do 
all you can to help yourselves become craftsmen and 
to avail yourselves to the utmost of the facilities that 
will be made available to you. 

‘Briefly, in a few simple words, I have endeavoured 
to put before you students a comparison between the 
apprentice and the articled clerk, linking it up with 
what must be the ultimate atm of craftsmanship. And 
in that spirit, in that sense we who are on this side of 
the table wish good luck and God speed to all of you 
who are sitting or are about to sit in due course for 
your examinations.’ (Applause.) 

Mr J. P. S. Edge-Partington, A.C.A., proposed a vo 
of thanks to Sir Harold which was passed wi 
acclamation. 


DINNER IN LEEDS 


The Leeds and District Chartered Accountant Students’ Association 


The annual dinner of The Leeds and District Char- 
tered Accountant Students! Association was held at 
The Great Northern Hotel, Leeds, on January 17th. 
The President of the Association, Mr P. H. Dobson, 
J.P., F.C.A., received the guests. 

Among those present were Mr C. W. Boyce, C.B.E., 
F.C.A., a Past-President of the Institute; the Venerable 
C. O. Ellison, B.sC., Archdeacon of Leeds; Mr R. 
Cleworth, Q.c., Stipendary Magistrate of the City of 
Leeds; Alderman Joseph Hiley, J.P., Lord Mayor of 
Leeds; Mr J. E. Laycock, J.P., B.CoM.; Mr D. Steele, 
F.C.A., President, Leeds Bradford and District Society 
of Chartered Accountants; and 


Messrs d P. Arnold, B.a. (The Leeds Law Students 
Society); J. M . Atkinson (H.M. Inspector of Taxes); D. J. 
Berman (Chartered Accountants Students’ Soctety 
Northern Lincolnshire); A. J. Dewhirst (President, 


. M. on. 
Secretary, Leeds and District Chartered Accountant Students’ 
Association i 


). 

Messrs R. K. Hawkins Garih and Nor ton- 
shire Chartered Accountant Students! Society); E. S. Lister 
(Bradford m District Chartered Accountant Students’ 
Society); J. E. Mattinson (Northern Chartered Accountant 
Students’ Society): F. W. Moss (Chartered Accountants’ 
Students’ Soctety of Kingston upon Hull). 

Messrs G. D. Paterson, M.A., F.C.A. (Hon. Secretary, Leeds, 
Bradford and District Society of Chartered Accountants); 
T. G. Richardson (Manchester Chartered Accountants’ 
Students’ ). 

Messrs J. D. E (Liverpool Chartered Accountant 
Students! Association); S. Snowball, Saa A. (President, 
Incorporated Accountants’ District Society of Yorkshire); 


DRE E. B. Swan (Chartered Accountant Students! Society of 


y; E. D. Taylor, r.c.4. (Member of the Council of The 
pne SR R. C. Turton (Nottingham Chartered Accountant 
Students’ Society); 2 Walton, E.C.A.. (Member of the Council 
of the Institute); D. C. Wasdell (Birmingham Chartered 
Accountant Students! Societ y). 


Accountant’s Duty 


Proposing the tosst of "Ihe Leeds and District 
Chartered Accountant Students’ Association’, Mr 


Laycock, in a witty speech, said that it was alwa 
worth while to employ a good accountant. It was 
accountant’s duty to arrange his client’s affairs so tha 
they attracted as little tax as possible. But, as a 
Commissioner of Income Tax, he warned them not 
to overdo it. 

His advice was that they should always let their 
conscience be their guide. He continued: 

‘I think it is essential that we in business should be on 
the best possible terms with those professional bodies 
whom we rely so much, and there ia no one on whom we 
so much as the accountant. 'T'he long years of training and 
the exacting nature of the examinations are a guarantee of 
the quality of the men the public employ as accountants. I 
am very pleased tonight to be able to pay a tribute to an 
honoured profession.’ ; 


Poor Attendances 


In his response to the toast, Mr Dobson said that 
there were 200 members and guests present; he wished 
that similar numbers would attend the lectures which 
were arranged by the. Association. Many lecturer: 
travelled long distances and incurred expense anc 
considerable trouble only to find they had to talk to « 
mere handful of students. It was very disappointing 
both to them and to the Committee. 

He felt that principals could do a great deal more 
than they did to encourage their students to take part 
in the activities of the Association. If the students dic 
not like what went on, there was an annual meeting ir 
April and they could, if they wished, go along, criticize 
and get other people on to the Committee so that they 
had a voice to express their views, 

Following the toast ‘Our Guests’, proposed by Mi 
Farquhar, Alderman Hiley, in the course of his reply 
deplored the lack of parental influence in many home: 
today. He urged them, as serious-minded men, to have 
regard to the fact, so that when they reached ful 
maturity they would be able to play their part ir 
influencing young people. 

The Venerable C. O. Ellison also spoke on behal 
of the guests. E ; 
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Inland Revenue Extra-Statutory Concessions 


We reproduce, with the permission of the Controller of H.M. Stationery Office, an 

appendix to the Hundredth Report of the Commissioners of Inland Revenue, giving 

a consolidated list of extra-statutory concessions in operation at December 31st, 

1956. Any future changes will relate to this list. The concessions are of general 

application and it must be borne in mind that in a particular case special circum- 

stances may require to be taken into account in considering the application of the 
concession. 


Of the concessions listed below, the following are 
additional to those published in the Board's 93rd to 
poth Reports: 
Income tax: 
No. 6. Basis of assessment of new and altered 
owner-occupied property first occupied 
on or after April rst, 1956. 
No. 11. Doctors’ and dentists’ superannuation 
^ contributions. 
No. 27. Overseas tax for which credit is not 
allowable. 
The following concession has lapsed: 
' Board's g3rd Report 
Estate duty concession No. 
interests. 


I3. Reversionary 


INCOME TAX 
L. Agricultural depression 
Relief from income tax, Schedule A, is granted in 
respect of remissions of rent of farm land on account of 
agricultural depression. 


. Unoccupied land 

elief from income tax, Schedules A and B, is allowed 
n waste and unenclosed land, and on agricultural 
land which the owner is unable to let or to farm 


. Lost rent 
lief from income tax, Schedule A, is allowed in 
respect of rent which 1s wholly and irrecoverably lost 
pr'waived owing to the bad financial circumstances or 
absconding of the tenant. (In Northern Ireland the 
relief is statutory.) 


4. Unworked mills and factories 

Relief from income tax, Schedule A, is allowed under 
c head of ‘empty property’ where mills or factories 
: unworked, notwithstanding that they contain 

machinery and that the machinery is turned occasion- 

ally for the prevention of rust. 


5. Maintenance of property 
Section 101, Income Tax Act, 1952, provides that, if 
the owner of land or houses proves that the cost to 


ama of maintenance, repairs, insurance and manage- - 


ment, on the average of the five years preceding the 

year of claim, exceeds the flat rate repairs allowance 

or that year, he can claim repayment of income tax, 

chedule A, on the property up to the amount of tax 

the excess. ‘The following relaxations are allowed: 

{a) Where the claimant owns both lands and houses, 

the claim may be based on aggregate expenditure 

‘on lands and houses taken together, irrespective 

| of the actual separate expenditure on each of the 
two classes of property. 

(b) Where-a new owner is unable to obtain details of 

previous owners’ maintenance expenditure, a 


claim is admitted on the basis of his actual 
expenditure in the yeur of claim (provided that 


the expenditure is not exceptionally heavy) unter 


a five years’ average is available, if the claimant 
undertakes to accept the ‘actual year’ basis for 
five complete years: 

- (c) The estimated cost of repairs obviated by altera- 
tions is allowed, prbvided the alterations have 
not created a new subject of assessment. 

(d) Where plant or machinery is employed for pro- 
perty maintenance, the actual expenditure on 
renewals of the plant or machinery as and when 
incurred qualifies for inclusion in a maintenance 
claim. As an alternative to this basis of claim, 
however, the claimant may charge, in place of 
the actual outlay on renewals, the normal 
allowances for initial allowances, wear and tear, 
etc., which would be due under Chapter IT, 
Part X, Income 'l'ax Act, 1952, if the plant or 
machinery were employed in a trade or business. 


6. Basis of assessment of new and altered owner- 
occupied property first occupied on or after 
April Ist, 1956 


Newly erected or structurally altered property in 
England and Wales which is occupied by the owner 
has in the past usually been assessed for income tax, 
Schedule A, on the basis of its valuation for rating. 
This has been done because the definition of gross 
value contained in the Rating and Valuation Acts 
corresponded closely to the definition of annual value 
for the purposes of Schedule A. Since the rating 
revaluation came into force on April rst, 1956, how- 
ever, the new rating assessments have not been used 
for Schedule A purposes and Schedule A assessments 
on this type of property are instead continuing to be 
made at the figures which would have applied had the 
assessments been made before April rst, 1956. 

This concession is subject to the concurrence of the 
General Commissioners of Income Tax for the división 
in which the property is situated. 


7. Business passing on the death of a trader 


The death of a trader and the consequent passing of 
his business to his successor is an occasion for the 
application of the discontinuance provisions of ; the 
Income T'ax Acts. Where, however, a business passes on 
death to the trader's husband or wife who has been living 
with her or him, the discontinuance provisions are not 
enforced unless claimed. But, in any case, losses and 
capital allowances for which the deceased had not 
obtained relief are not permitted to be carried forward. 


8. Machinery or plant: changes from a 'renewals' 
to a ‘wear and tear’ basis ` 


Expenditure on machinery or plant which has been the 
subject of a ‘renewals’ deduction does not technically 
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qualify as. capital expenditure for the purpose of annual 


‘wear and tear" allowances or balancing allowances, 


(Section 330 (1) (a), Income T'ax Act, 19 52). Taxpayers 
who change from a ‘renewals’ to a ‘wear. and 

basis are, however, permitted to claim such allowances 
as if the expenditure did so qualify. 


9. Management expenses 


Under Section 425 and 438, Income Tax Act, 1952, 
life assurance companies etc., which are charged to 
tax on interest etc., by deduction or otherwise, and 
not on profits under Case I of Schedule D, are entitled 
to claim repayment of tax on management expenses. 

The initial and annual depreciation allowances 
which would be given under the provisions of the 
Income 'l'ax Acts on office machinery and motor-cars 
used for trade purposes, if the trade were assessed 
under Case I of Schedule D, are treated as manage- 
ment expenses for the purposes of claims under those 
sections. Similarly, the net annual value of premises 
owned and occupied for trade purposes is also treated 
as management expenses. 


10. Deficiency payments in respect of home- 
grown cereals 


Deficiency payments in respect of home-grown cereals 
should in strictness be credited, in the case of wheat 
and rye, by reference to the dates when the crops were 
sold and delivered, and, in the case of barley, oats and 
mixed corn crops, by reference to the dates of harvesting 
as grain. In practice, except where the ‘commencing’ 
or ‘ceasing’ provisions apply, final deficiency payments 
for cereals other than wheat are, however, allowed to 
be brought into account in the farmer’s accounting 
year in which such payments are notified. 

Further, where total deficiency payments are small 
or where they have been dealt with in the accounts in 
such a way that any adjustment in respect of such 
payments would be unlikely to make more than a small 
variation in the profits, no objection is raised to the 
liability being settled on the basis of the accounts. ` 


11. Doctors’ and dentists’ superannuation contri- 
butions 


Under Section 378, Income Tax Act, 1952, contri- 
butions required to be made in pursuance of a public 
general Act of Parliament by the holder of an office or 
employment towards the provision of superannuation 
benefits may be deducted in assessing his emoluments. 
Section 378, is, in practice, treated as extending to 
assessments under Schedule D on the profits of a 
medical or dental practitioner who 1s required to make 
superannuation contributions in pursuance of the 
National Health Service Acts. Where, however, the 
practitioner also pays premiums or contributions 
towards a retirement annuity within Section 22, 
Finance Act, 1956, the deduction for his statutory 
contributions is restricted to the difference between 
the amount on which relief is due under the Act of 
1956 and the greatest amount on which he could claim 
such relief on paying a sufficient premium. 


12, Flat-rate allowances for cost of tools and 
special clothing | 

An employee who has to Beat the cost of providing 
tools or special clothing necessary for his work is 
entitled, under paragraph 7, Ninth Schedule, Income 
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Tax Act, 1952, to an allowance. for the expenditure 
incurred. For most classes of trade flat-rate allowances 
have: been agreed with the trade unions concerned, 
and these allowances are given without inquiry as to 
the expenditure actually incurred in the individual 
case. 'l'he existence of a flat-rate allowance does not, 
however, debar an individual employee.from claiming 
as a deduction the actual expenses he has incurred. 


13. Minera: allowances in leu of free coal | 
‘Income tax is not charged on cash payments received, 


by miners from their employers in lieu of the free 
coal which they have been entitled to receive by virtue 
of their employment. 


14. Pensions to police officers and flremen: 


The amount by which the special pension awarded on 
retirement through disablement from injury on, duty 
(or from war wounds) exceeds the pension which 
would have been awarded if retirement had been on 
ill-health grounds is not treated as income for income 
tax purposes. Similarly, a disability pension awarded 
in addition to a retirement pension is not treated as 
income. 


15. Children of war widows 

(a) The exemption from income tax given by Sectio 

380 (3), Income Tax Act, 1952, to payments made b 

the Ministry of Pensions to widows of members of the 
Forces in respect of their children is applied to similar 
payments in respect of children made to ‘unmarried 
wives’, and also’ to similar payments in respect of 
children made to widows and ‘unmarried wives’ of 
members of the Mercantile Marine and to widows 
of civilians who have died from war injuries. 

(b) The same exemption is also applied to similar 
payments in respect of children which are made to 
war widows (or ‘unmarried wives’) by Common 
wealth governments. 


16. Directors’ travelling expenses 


The general rule is that the cost to a taxpayer of ped 
ling to and from his place of business is not allowable 
as a deduction in computing his tax liability; conse 
quently, the full amount of an allowance paid by a 
company to a director or senior employee in respect of 
such expenses is chargeable to tax under Chapter II, 
Part VI, Income Tax Act, 1952, The rule is modified 
in the following types of case: 

(i) A director (whether whole- or part-time) of two 
or more cOmpanies within a group of parent anc 
subsidiary or associated companies, whether o 
not entitled to separate remuneration from eac 
of the companies of which he is a director, is 
regarded as having one place at which he 
normally acts as a director of companies within 
the group, and as entitled to a deduction (or & 
dispensation from assessment under Section 164, 
Income Tax Act, dud AR for expenses necessarily 
incurred in travelling from that place to othe 
places on the business of the group in the course 
of his duties as a director. The same principle 
is applied to an individual who is an employee 
of one company and a director of anothe 
company within the same group of companies. 
(By ‘associated company’ is meant a company 

on whose board the group is represented because 
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of the group's shareholding or other financial 
interest.) 

(ii) A director who gives his services. without 
| remuneration to a company not managed with 
| a view to dividends (e.g. a company owning a 
, - hall or sports ground, or running a club) is not 
| treated as assessable in respect of any travelling 
expenses paid to him. 

(iii) Where a directorship is held as part of a pro- 
fessional practice (and not, for example, because 
of some direct or indirect financial interest in the 

i — company), expenses incurred by the director in 

i carrying out his duties are allowed as deductions 

| in assessing the profits of the practice under 
Schedule D, whether the practice i8 carried on 
alone or in partnership. Reasonable expenses 
paid to the director by the company are accord- 
ingly not assessed upon the director under 

i Schedule E, provided no claim is made to a 
deduction under Schedule D. 


"Travelling expenses’ includes in all cases reasonable 
hotel expenses necessarily incurred. 


17. Expenses allowances and benefits in kind 


Under Chapter II, Part VI, Income Tax Act, 1952, 
expenses allowances and benefits i in kind received by 
directors and (with certain exceptions) by senior 
employees are assessable to tax as emoluments of the 
director or employee, subject to a deduction for 
expenses incurred which satisfy the conditions laid 
déwn in paragraph 7 of the Ninth Schedule to the 
same Act. The following relaxations are made in 
practice: 


(a) No assessment is made in respect of removal 
, expenses borne by the employer where the 
., employee has to change his residence as a result 
' of transfer to another post within the organization 
provided that the expenses are reasonable in 
amount and their payment is properly controlled. 
‘Removal expenses’ includes such related items 
as a temporary subsistence allowance while the 
' employee is looking for accommodation at the 
| new station. 
( b) Where the benefit assessable consists of a rent- 
| free house, the director or employee is chargeable 
on the annual value (or the rent paid by the 
employer) and on expenses borne by the employer, 
such as rates. The amounts charged on the 
employee are restricted in the case of a patently 
old-fashioned and too large house. 
(c) Under Section 161 (3), Income Tax Act, 1952, 
| living accommodation provided for an employee 
| (as distinct from a director) in part of the 
| employer's business premises is exempt from 
| charge under Chapter II, Part VI, where certain 
| conditions are satisfied. In practice the exemption 
| 
| 


i 


is also allowed in the case of a full-time director 

of a company whose beneficial shareholding 

does not exceed 5 per cent of the ordinary share 
' capital, unless his emoluments (including the 
! value of benefits within the scope of Chapter 
| II) exceed £2,000. 


18. Dependent relative allowance 


Where a dependent relative (within the meaning of 

Section 216, Income Tax Act, 1952) does not reside 

with the claimant and receives from him less than the 
* 
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" amount of the allowance provided for by that section 


(as amended), an allowance of the actual amount of the 


contribution is given, though in strictness the require- 


ment that the relative should be ‘maintained’ by the 
claimant is not fulfilled. Where contributions are made 
by two or more persons, though not amounting in all 
to the statutory allowance, an allowance of his actual 
contribution is given to each. e 


19. Members' contributions to trade unions 


So much of a member's contribution to a trade union 
(whether registered or not) as is allocated to super- 
annuation benefits, in addition to any portion allocated 


to funeral benefits or life assurance, is treated as Hus 


ing for life assurance relief. 


20. Residence in the United Kingdom: year of 
commencement or EEN of permanent 
residence 


For the income tax year in which a person comea to 
the United Kingdom to take up permanent residence 
his income from abroad is not assessed on the basis of 
the income for a full income tax year but is computed 
by reference to the period of his residence here during 
the year. À similar practice is adopted for the income 
tax year in which a person ceases to reside in this country 
if he has left here for permanent residence abroad. 
(This concession does not apply to changes of perma- 
nent residence between the United Kingdom and the 
Republic of Ireland.) 


21. Minors and contingent interests 

Section 398 (2), Income Tax Act, 1952, provides, in 
general, that sums paid under an irrevocable settlement 
of capital to a child of the settlor, being a child who is 
an infant and unmarried at the commencement of the 
year of assessment in which the sum is paid, are to be 
treated for income tax and surtax purposes às income 
of the settlor and not of the child. Sums which have 
been accumulated under such a settlement contin- 
gently on the child attaining the age of 21 or marrying 
and which are handed to the child on the happening 
of either contingency are not treated as caught by the 
subsection. 


22. Interest etc. paid otherwise than out of 
taxed income 

Under Section 170, Income Tax Act, 1952, tax 
deducted from interest, annual payments, etc., paid 
otherwise than out of taxed income has to be paid 
over to the Revenue. 

Where interest etc. is so paid in a later year than 
the due year, but in the due year could have been paid 
wholly or partly out of taxed income, an allowance 1s 
made, in fixing the amount to be paid over under 
Section 170, for the tax which the payer would have 
been entitled (under Section 169 of the same Act) 
to deduct and retain if the interest etc. had been paid 
at the due dates. 

If hardship would otherwise be caused, a similar 
allowance is made in the case of a trust or other 
non-trading institution paying interest etc. out of the 
taxed income of past years. l 


23. Interest paid in full by a trader to a building 
society 

Where, for the purposes of his trade, profession or. 
vocation, a person pays annual interest in full to a 
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building society which has entered into the special 
arrangements under Section 445, Income Tax Act, 
1952, but his income is not sufficient to enable relief 
to be given under that section in respect of the whole 
of the interest, the amount in respect of which relief 
cannot be given is treated for the purpose of carry- 
forward relief as if 1t had been assessed under Section 
170, Income Tax Att, 1952. 


24. Double taxation relief: deduction of un- 
relieved oversea tax 


Where oversea tax 1s credited against United Kingdom 


mr under a double taxation agreement or is the subject 


of unilateral relief, any excess of oversea tax which 
cannot be so credited or relieved is deductible in 
computing the amount of the oversea income for 
income tax and profits tax purposes. Where there are 
relevant distributions chargeable to profits tax at the 
higher rate, the effect of the deduction is ordinarily 
to increase the total tax liability, and where this is so, 
no deduction is made for income tax or profits tax pur- 
poses. 


25. Double taxation relief: United Kingdom 
branch of non-resident bank 


Tax credit relief under double taxation agreements is 
available under the law-only to persons who are resident 
in the United Kingdom. Where, however, the United 
Kingdom branch of a non-resident bank has in the past 
received Dominion income tax relief on its investment 
income, but owing to the conclusion of a double 
taxation agreement such relief is no longer available, 
tax credit relief is given on the same income as though 
the bank were resident in the United Kingdom. 


26. Double taxation relief: building society 
interest 


Paragraph 5, Sixteenth Schedule, Income Tax Act, 
1952, provides that credit for overseas tax shall not 
exceed the sum arrived at by charging the doubly 
taxed income at a rate (generally known as the 'effective 
rate’) ascertained by dividing the United Kingdom 
income tax payable by the taxpayer for the year by his 
total income for the year. Interest received from a 
building society which has entered into the special 
arrangements under Section 445, Income 'lax Act, 
1952, 13 left out of account in calculating the effective 
rate. 


27. Oversea tax for which credit is not allowable 


Tax paid in à country outside the United Kingdom by 
a United Kingdom resident on business profits arising 
there is, in general, treated as an expense of the 
business if credit against the United Kingdom tax 
on those profits is not allowable or the right to forgo 
credit is exercised. 


28. Bank interest etc. received by charities 


The exemption from tax under Schedule D in Section 
447 (1) (b), Income Tax Act, 1952, in favour of charities 
extends to yearly interest or other annual payments 
forming part of the income of a charity. In practice 
this exemption is extended to bank interest, whether 
yearly or not, received by charities and to discount on 
Treasury Bills held by charities. 
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29.. Income of Roman Cathollc religious commu- 
nities or of their members 


The precise legal position as regards the title to such 
income, which is in fact treated by the community 
as belonging to the common fund, is often difficult to 
ascertain, In practice in the case of certain Orders 
(such as those engaged in charitable work among the 
poor) relief is given under the provisions relating to 
charities; in the case of the Contemplative Orders and 
other Orders which are not in law capable of being 
regarded as charities, a proportion of the aggregate 
income not exceeding £70 per monk or nun (as 
representing the amount applied for the maintenance 
of each individual) is regarded as his or her income 
for the purpose of relief from tax. 


30. Charities exempt from charge to income tax, 
Schedule D, Case VI - short leases 


Charities are entitled to statutory exemption from tax 
on rents payable to them where the tax is chargeable 
ünder Schedule A, or, in the case of rents under 
leases for periods exceeding fifty years, under Schedule ' 
D. In practice, exemption is also given from tax charge- | 
áble under Schedule ID on 'excess rents! under leases 
for shorter periods. 


.31. Loan and money societies 


A loan or money society is granted such relief as will 
restrict the net income tax liability to tax on the 
amount of dividends and interest paid or credited to 
members or depositors having taxable income, less, 
as regards members, an appropriate deduction for 
management expenses contributed by them. The tax 
is calculated at the reduced rates on dividends and 
interest accruing to members and depositors who are 
liable only at the reduced rates. 


32. Holiday clubs and thrift funds 


Clubs formed annually for the purposes of providing 
facilities for saving towards holidays are allowed such 
relief as will restrict the net income tax liability to tax, 
on. the proportion of liable income applicable to’ 
members having taxable income. Similarly, in the case 
of a thrift fund the relief allowable is such as will 
restrict the net income tax liability to tax on the 
amount of profits or interest paid or credited to 
members having taxable income. The tax is calculated 

at the reduced rates on income accruing to members 
liable only at those rates. 


33. Registered trade unions 


The exemption of registered trade unions under 
Section 440 (2), Income Tax Act, i952, from income 
tax under Schedules A, C and D in respect of interest 
and dividends applicable and applied solely for the 
purposes of provident benefits is in practice extended 
to rents, It is also extended to interest, dividends and 
rents of any year in so far as they are actually applied 
to provident benefits within that ye (although not 
‘applicable solely’ to such benefits). - 


SURTAX. 
1. Deduction for mineral rights duty 


Payments of mineral rights duty are not allowable as 
deductions in computing total income for taxation 
purposes. For surtax purposes, however, an individual 
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whose income includes mineral rents and royalties is 
allowed a deduction, in computing his total income, in 
respect of mineral rights duty borne by him on the 
rents etc. receivable for that year. The deduction 
allowed is 1s in the £ of the gross mineral rents and 
royalties receivable (less any amount on which repay- 
ment of income tax in respect of management expenses 

been made under Section 181, Income Tax Act, 


1952). 


2 Administration of estates: deficiencies of 
income allowed against income of another year 


Under Section 419, Income Tax Act, 1952, a person 
who has an absolute interest in the whole or part of the 
residue of the estate of a deceased person is treated, 
during the administration period, as entitled to the 
residuary income of the estate (i.c. the gross income 


less certain deductions, e. g. in respect of annuities ' 


ipayable) or to the appropriate proportion thereof. If 
zd a particular year the deductions allowable are 

ter than the gross income of the estate the excess 
is allowed as a deduction in computing the net income 


of the preceding or succeeding years. 


PROFITS TAX 


1. Directors' remuneration from  director- 
‘controlled companies 


‘Paragraph 11, Fourth Schedule, Finance Act, 1937 
‘(as amended by Section 34, Finance Act, 1952), lays 
‘down, in the case of director-controlled companies, 
certain limits on the amount of the remuneration of 
the directors (other than whole-time service directors 

‘not owning or controlling more than 5 per cent of the 

ordinary share capital) which is to be allowed as a 

deduction in computing the profits of such a company 

for profits tax purposes. As from the beginning of 
X951, in certain cases the limits depend on, inter alia, 

"whether, for more than half the chargeable accounting 

period, there are two or more directors of the company 

(not being ‘whole-time service directors’) who are 

‘required to devote substantially the whole of their 

time to its service in a managerial or technical capacity. 

. If a director works as such for more than one company 

ihe is in practice regarded as falling within this definition 

in relation to that company which has occupied the 
largest fraction of his time during the chargeable 
accounting period if: 
. (a) he has worked substantially full-time for the 
companies as a whole for more than half the 
chargeable accounting period; and 
(b) the time worked for the particular company 
| under consideration amounts in the aggregate to 
more than half the full normal working hours of 

| the chargeable accounting period. 

i2. Determination of net relevant distributions 

I to proprietors 

| Section 39 (2), Finance Act, 1947, provides that where 

a body corporate not ordinarily resident in the United 
Kingdom controls, directly or indirectly, not less than 
half the voting power in a United Kingdom body 
corporate, distributions by the United Kingdom body 
| to the oversea body shall be left out of account in 
' determining the distributions to proprietors of the 
: United Kingdom body taxable at the higher (distri- 
| buted) rate. In a case where the oversea body exercises 
| its control of the United Kingdom body indirectly 
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through the medium of a 100 per cent United Kingdom 
subsidiary, distributions by the first mentioned United 
Kingdom company to that subsidiary are ignored in 
the same way as if they had been made to the foreign 
company. 


INTEREST ON UNPAID TAX 


1. Death of taxpayer before dte date for payment 
of tax 
Section 8, Finance (No. 2) Act, 1947 (see now, as 
regards income tax, Schedule D, and surtax, Section 
495, Income Tax Act, 1952), provided for interest (at 
3 per cent per annum) to be charged on unpaid. 
Schedule D tax, surtax and other taxes where: 

(a) the tax due on the assessment in question is 

more than £1,000; and 
(b) payment is not made within three months of the 
date on which the.tax fell due. 
Where a taxpayer has died before the date on which the 
tax fell due and his executors or administrators cannot 
pay the tax before they obtain probate or letters of 
administration, the interest charge on the unpaid 
tax is abated to the amount (if any) which would have 
been charged if the tax had become due on the date 
on which probate or letters of administration are 
obtained. 
ESTATE DUTY 


1. Mourning 


A reasonable amount for mourning for the family and 
servants is allowed as a funeral expense. 


2. Duty payable in Commonwealth countries 


Where no double taxation relief (under Section 20, 
Finance Act, 1894, or Section 54, Finance (No. 2) 
Act, 1945) is available in respect of duty payable in 
another part of the Commonwealth on property 
situated there, the duty is deducted from the capital 
value of the property in question in order to ascertain 
the value thereof chargeable with British estate duty. 
In strict law such a deduction is only admissible where 
the property is situated in a foreign country. . 


3. Roman Catholic religious communities 


The property of Roman Catholic religious communities 
whose purposes are charitable is treated as trust pro- 
perty held for a charitable purpose even where there is 
no enforceable trust, with the result that estate duty is 
not claimed on the death of one of the nominal owners 
of the property. 


4. Pensions etc. to police widows and depend- 
ants 


Estate duty is not claimed on pensions and other 
payments made upon a policeman's death to his widow 
or dependants under the Police Pensions Act, 1921, or 
the Police Pensions Act, 1948. 


5. Surrender or discharge of legal rights in a 
Scottish estate 


Where a surviving spouse or child within five years 
before his or her death unconditionally surrenders or 
discharges certain legal rights in a Scottish estate 
(jus relicti, jus relictae or legitim), estate duty is not 
claimed, although it could be claimed under the 
provisions of Section 45 (2), Finance Act, 1940. 
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6. Disclaimer of certain rights under an English 
intestacy 


Where the surviving spouse of a person dying intestate 
disclaims unconditionaly his or her right under 
English law to a net sum charged upon the intestate's 
residuary estate, estate duty is not claimed in con- 
nection with the death of the spouse although it could 
be claimed under tHe provisions of Section 45 (2), 
Finance Act, 1940. 


7. Special contribution attributable to gifts 
inter vivos 


Where a death occurs before the end of the year 
*19t 7-49, Section 64, Finance Act, 1948, provides for a 
measure of relief from special contribution in respect 
of assets on which death duties are payable. Where 
the death occurs after 1947—48, Section 64 affords no 
relief, but if by reason af such a death estate duty 
becomes payable in respect of a gift inter vivos and the 
income from the gift has been taken into account in 
an assessment to special contribution on the donee, 
the proportion of the special contribution attributable 
to such income is allowed as a deduction against the 
value of the gift for estate duty purposes. 


8. Loans to the Treasury free of interest 


Certain British Government securities are exempt from 
death duties so long as they are in the beneficial 
ownership of persons who are neither domiciled nor 
ordinarily resident in the United Kingdom. In similar 
circumstances, exemption is allowed in respect of 
moneys loaned to the 'T'reasury free of interest. 


9. Valuation of house owned and occupied by 
the deceased 


The general rule of valuation of property for purposes 
of estate duty is to take the market value at the date of 
death. 

(a) In the case, however, of a house, owned and 
occupied by the deceased, where a near relative 
of the deceased who was ordinarily resident with 
him at the date of death remains in the house and 
has no other place of residence available, any 
increase in the market value above the pre-war 
value is disregarded in so far as it could only be 
realized by a sale with vacant possession. 'l'he 
valuation made on that basis would, however, 
be reviewed if the house were sold or let within a 
reasonable period of (say) two years after the 
death. 

(b) In the case where a house to which the concession 
at (a) above has been applied is sold within two 
years of the death and the proceeds of sale are 
wholly utilized by the relative of the deceased 
in the purchase of another house for his own 
occupation, the basis of valuation at (a) is not 
disturbed. Where, however, the proceeds are 
only partly so utilized. the second house costing 
less than the amount realized on the sale of the 
first house, estate duty is charged on the proceeds 
subject to a deduction to the extent to which the 
purchase price of the second house is attributable 
to the premium for vacant possession. 


10. Value payments under the War Damage 


Act, 1943 


Where the payment of duty on value payments under 
the War Damage Act, 1943, is postponed under the 
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terms of Section 6 (3), Finance Act, 1894, the taxpayer 
is given the option of paying duty either: 

(a) on the statutory basis, viz. on the value at the 
deceased's death of the sum received, with 
interest on the duty from the date of death; or. . 

(b) on the actual sum received, with interest on the 
duty from the date of receipt. 


11. Inter vivos gifts to charities 


Where, at the donor's death, there 1s no existing fund 
which has been and continues to be directly benefited 
by the gift, the claim to duty is not pursued against the 
charitable institution. 


12. Settled funds: allowance for, or repayment 
of. legacy or succession duty 


Section 29, Finance Act, 1949, provides that where 
estate duty (at the new consolidated rate imposed by 
that Act) becomes chargeable for the first time on 
settled property by reason of its passing on the death 
of the life-tenant, an allowance for any legacy or 
succession duty already paid on the capital value of 
the settled property shall be given against the charge 
of estate duty. It is a condition of relief that the 
property has not previously passed on the death, after 
the commencement of the Act, of a person not com- 
petent to dispose. In practice, this condition is treated 
as satisfied where the only previous passing under the 
settlement after the commencement of the Act was 
one on the occasion of which no estate duty was 


payable. 


13. Property held in joint tenancy etc. 


Property which is so disposed of as to be enjoyed by 
persons in succession on death, although technically 
it may not be 'settled property' for estate duty purposes, 
is (except as regards cases falling within Section 33 (1), 
Finance Act, 1954) treated in the application of 
relieving sections as 'settled property' where it is to 
the interest of the taxpayer so to treat it, e.g. property 
held in joint tenancy. 


14. Civilian deaths in Malaya, Korea and Kenya 


The relief from estate duty formerly granted by war- 
time legislation (which expired in October 1950) to 
the estates of civilians dying from injuries caused by 
the operations of war is applied to the estates of 
civilians dying from injuries caused by the operations 
in Malaya, Korea and Kenya. 


15. Interest on estate duty on the proceeds of 
sale of timber 


Section 9, Finance Act, 1912, fixed the rate of interest 
on estate duty on the proceeds of sale of timber at 
3 per cent. In practice interest is charged at 2 per cent, 
which is the current rate of interest on estate duty 
generally. 


CORPORATION DUTY 


1. Temperance societies 


Where the work of a temperance society is solely the 
propagation of temperance principles corporation duty 
is not claimed from it. 


STAMP DUTIES 
1. Stamp allowance on lost documents 
Allowance of the stamp duty on lost documents is 





——— 
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made either by repayment, where replicas have been 
stamped, or by free stamping of the replicas. 


2. Stamping of replicas of documents which 
have been spoilt or lost 

Where the stamp duty is allowed on a document 
because it has been spoilt or lost and replaced by a 
replica but the duty has been increased so that the 
amount to be impressed on the replica is more than 
the amount allowable on the original, the additional 
duty is impressed free of charge. 


3. Group life and pension policies 
Documents which assure to the members of a fluctuat- 


ing body of unnamed persons (e.g. all the employees of, 


a company) capital sums on death before retirement 
and/or pensions on retirement are assessed to stamp 

uty on the total at risk in one sum instead of on the 
individual amounts, no further duty being charged if 
a member withdraws without taking benefit and a 
new member enters in his place and takes a similar 
benefit. 


4. Partial release of mortgage 


The correct duty is ros deed duty, but ad valorem duty 
at Is per cent is accepted if such duty be less than ros. 
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5. Transfer and reconveyance of collateral 
security 


The correct duty is 1s per cent. The practice is to 
limit the duty to ros if the transfer of the orginal 
security is duly stamped. 


6. Cheques 

The Stamp Act, 1891, ‘exempts from stamp duty 
cheques used for pay and other purposes connected 
with H.M. Forces. The exemption is treated in practice 
as extending to cheques used for the -purposes of 
Allied Forces in this country and West Germany. 


7. Transfers of stock issued by the Electricity 
Board for Northern Ireland or the Ulster 
Transport Authority 


Transfers of stock issued by the Northern Ireland 
Electricity Board or the Ulster Transport Authority, 
which are exempt from stamp duty in Northern Ireland 
are treated as exempt from stamp duty in Great Bntain 
if the stock is not registered in Great Britain. (Reci- 
procal treatment is given by the Northern Ireland 
Government to transfers of stock issued by the 
nationalized industries in Great Britain which are 
exempt from stamp duty in Great Britain.) 


Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


"Ihe following is a list of Associates elected to Fellow- 
‘ship and applicants admitted to membership at the 
‘Council Meeting held en January 8th, 1958, who 
completed their Fellowship or membership before 
epu 21st, 1958. 


Associates elected Fellows 

Aldred, Hugh, M.a.; 1950, A.C.A.; (E. Noel Humphreys & 
Co), ai 11 Old Bank Buildings, Eastgate, Chester. 

Arnfield, Alan Geoffrey; 1944, A.C.A.; (Bedell & Blair), 
79 Mosley Street, Manchester, 3. 

Barrett, George Eric; 1950, A.C.À.; (*Jas. A. Hulme & Co), 

| 18 Lloyd Street, Albert Square, "Manchester, 2. 

Bickerton, Geoffrey Mayson; 1949, A.C.À; (Royce, 
Peeling, Green e Co), 18 Lloyd Street, Manchester, 3 

Booth, Thomas Norman; 1939, A.C.A.; (*Hope, Halstead 
& Co), 3 Manchester Road, Bury 

Elphick, John Oscar; 1950, ACA. 5 (Gane, Jackson, 
Tefferys &F reeman), City Gate House, Finsbury Square, 
London, ECa. 

Finlay, Philip; 1951, A CA: (P. Finlay & Co), 68 High 
Road, Leyton, London, E1 15. 

George Ronald Francis, T.D.; 1932, A.C.A.; (TDeloitte, 


Tagainst the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, i is com- 
posed wholly of chartered accountants who are members 
of one or the other of the three Institutes of Chartered 
Accountants in Great Britain and Ireland, 


*against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of Chartered Accountants in Great Britain 
and Ireland. 


Firms not marked + or * are compere wholly of members 
of the Institute. 


Plender, Griffiths & Co), de Wall Buildings, 
Finsbury Circus, London, ECa; (for other towns see 
TDeloitte, Plender, Griffiths & Co, *Deloitte, Plender, 
Griffiths & Co, and * Deloitte, Plender, Haskins & Sells). 

Green, Roy Kenneth; 1950, A.C.A.; (J. B. Boyd, Wrigley 
& Co), 55 Brown Street, Manchester, 2, and at Buxton. 

Hardy, John William; 1930, A.C.A.; Masse E Newsum- 
Smith & Co), Russell Place, Talbot Street, 

Howie, Edwin Coulson; 1932, A.C.A.; (Ridley & Ridley), 
12 Windsor Terrace, Newcastle upon Tyne, 2. 

Hoyte, William Norman; 1930, A.C.A.; (A. L. & S. Honey), 
3 Palace Gate, Exeter. 

Hulme, Leslie James; 1932, A.C.A; (*Jas. A. Hulme & 
Co), 18 Lloyd Street, Albert Square, Manchester, 2. 

King, Harold Anthony Halloran; 1949, A.C.A.; (Thorne, 
Widgery & King), 13 Castle Street, Brecon, and at 
Builth Wells. . 

May, Eric John Button: 1952, A.C.A.; (fTansley Witt & 
Co), 22/24 Ely Place, London, EC1. 

Newton, Joseph Duncan Driver, B.COM.: 1940, A.C.A; 
(Gane, Jackson, Jefferys & Freeman), City Gate House, 
Finsbury Square, London, ECa. 

Oddie, Arthur Charles Crosfield; 1932, A.C.A.; (Curtis, 

_ Jenkins, Cornwell & Co), 44 ‘Corn Street, Bristol, 1, 
and at Newport (Mon.). 

Palmer, Peter Harwood; 1952, A.C.A.; (“Prior & Palmer), 
General Buildings, Bridlesmith Gate, Nottingham. 

Pausey, Kenneth John; 1951, A.C.A.; (K. ]. Pausey & Co), 
Adam House, 1 Fitzroy Square, London, Wi. 

Price, Lynton Morgan; 1933, A.C.A.; (E. Noel Humphreys 
& Co), 9/11 Old Bank Buildings, Eastgate, Chester. 

Rendell, Peter Fairfax, M.A.; 1952, A.C.A.; (Curtis, Jenkins, 
Cornwell & Co), 44 Corn Street, Bristol, 1, and at 
Newport, (Mon.). 

Reynolds, James Julius Saul; 1951, A.C.A; (James Rey- 
nolds), 3 Great James Street, Bedford Row, London, 
WC, and at Stanmore. 

Smith, Alfred; 1949, ACA; 98 St James Head, North- 
ampton. 


ottingham. 
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es Philip Horsley; 1950, A.C.A; (Williams, Stoker & 
Co), 9 Bedford Row, London, WC. 

Turner, Frank Hildred; 1927, A.C.A.; (J. S. Streets & Co), 
Newland Chambers, Beaumont Fee, Linco 

Weaver, William Ronald Gerrard; 1930, A.C. A.; (Russell 
& Mason), 139 Temple Chambers, Temple Avenue, 
London, EC4. 

WEEP Walter Burton; 1950, A. CA: (J. B. Boyd, Wrigley 
& Co), 55 Brown Street, Manchester, 2, and at Buxton. 
ilkinson, Lawrence Rowland; 1948, A.C.A; (Bedell 
& Blair), 79 Mosley Street, Manchester, 2. 

Wycherley, Graham St Clair; 1952, À.C.A.; (Muras & Co), 
49 Queen Street, Wolverhampton. 


Admitted as Associates 
(Not in Practice) 

Dobson, Ian Joseph Hilton, 5 Beechfield Road, Gosforth, 
New e upon Tyne, 3. 

Finch, Michael Henry Ainsworth, M.A., 442 Glossop Road, 
Sheffield, 10. 

Horton, John Rolfe, 164a, Haverstock Hill, Hampstead, 


London, NW3. 
Jones, Russell, 2 Brooklyn Cottages, Fyfield, 


Andover, Hants. 


Results. of November 1957 Examinations 


Notices to candidates who sat for the Institute’s 
examinations last November were posted yesterday 
(Friday). A full list of successful candidates will be 
displayed at the Institute from 12 noon on Tuesday 
next, January 28th, and will be published in these 
columns next week. 


PERSONAL 


Mr Gavin MILER, F.c.a., of 4 Museum Place, 

, announces with deep regret the death, on 
January x1th, 1958, of his partner, Mr Joun E. 
CHILTON, F.S.A.A., F.C.LS. The practice will be con- 
tinued under the name of Gavin MILLER & CHILTON. 


Messrs JOHN Gruppe, Parkin & Co, Chartered 
Accountants, of 41 North John Street, Liverpool, 2, 
announce that Mr IRVING BUCK, B.COM.SC., F.C.A., 
Mr Norman RUTTER, F.C.4., Mr STANLEY Morais, 
F.C.4., Mr GEORGE GRAHAM Lee, F.c.a., and Mr 
Epwarp LAURENCE ASHTON, B.A., F.C.A., have with- 
drawn from the firm with effect from September 
30th, 1957. The practice will be carried on by Mr 
Ernest DONALD SANDERS, F.C.A., and Mr JOHN PETER 
COCKERELL GOTHARD, A.C.A., at Liverpool and Market 
Drayton, as previously, under the same firm name. 


Messrs NrviLL, Hovey, GARDNER & Co, Chartered 
Accountants, of 94 Old Broad Street, London, EC2, 
announce that they have taken over the practice of 
Messrs DELLER, SLOMAN & Co, Chartered Account- 
ants, carried on at Dashwood House, 69 Old Broad 
Street, EC2, by the late Mr F. S. SLOMAN, F.c.a., who 
died on January 2nd, 1958. 

Messrs CLARKE, PICKERING & Co, of 23 Bedford 
Row, London, WCr, announce that Mr RussELL L. 
Brooxe and Mr E. Jonn WirsoN, who have been 
associated with the firm for a number of years, have 
been admitted as partners as from January rst, 1958. 
'The name of the firm remains unaltered. 

Messrs WHINNeY,: Murray, Bacurgv & Co, 
Chartered Accountants, of  Wirtschaftsprüfungs- 
Gesellschaft, Hamburg,. announce that as from 
January 31st, 1958, their-address will be Jakobikirchhof 
8, Hamburg, 1. 
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PROFESSIONAL NOTES 


Mr Russel] L. Tillett, F.c.a., has been appointed a 
director and elected chairman of Leadenhall-Sterling 
Industries and of its subsidiary, Leadenhall Invest- 
ments and Finance. 

Mr W. Stanley Harrison, A.C.A., secretary of 
Armoride Ltd, of Earby, Lancs, has been appointed 
to the board of the company. 

Mr A. G. Richardson, a.c.a., who has been chief 
accountant of H. & G. Simonds Ltd for the past 
twenty-six years, retired on December 31st, 1957. 
Mr F. L. B. Abbott, a.c.a., has been appointed to 
succeed him. 

Mr John Prince, A.C.A., A.C.LS., chief accountant and 
secretary of Hebe-Jacqmar Holdings Ltd has been 
appointed to the board of Jacqmar Ltd and of Jacqmar 
(Wholesale and Export) Ltd. 


OBITUARY 
NorMAN WILLIAM DUTHIE, LL.D.(GLAS.), C.A., J.P. 


We have learned with regret of the death at the age 
of 70, of Mr Norman William Duthie, LL.D.(GLAS.), 
C.A., J.P., senior partner in the firm of Mann, Judd, 
Gordon & Co, Chartered Accountants, of Glasgow. 
Mr Duthie was born in Rosehearty, Aberdeenshire, 
and after completing his education at Girvan, he served 
his articles with the firm of Hourston, Macfarlane & 


. Co, Chartered Accountants, of Glasgow, being admit- 


ted a member of the Institute of Accountants and Actu- 
aries in Glasgow in 1913. He was appointed chief 
accountant of the old Caledonian Railway before the 
First World War, a post he held until he became a 
partner in Mann, Judd & Gordon, in 1919. In the late 
19208 he visited Rumania to reorganize the railways’ 

accountancy methods. During the 19303 Mr Duthie 
took a prominent part in efforts to bring new industry 
to Scotland as secretary of the Scottish area board of 
the Special Areas Reconstruction Association; he was 
also actively concerned with the work of the Scottish 
Development Council, subsequently the Scottish 
Council (Development and Industry). 

From 1942 until 1956, Mr Duthie was Chancellor’s 
Assessor in the University Court of Glasgow and was 
convenor of the Court’s financial committee during the 
immediate post-war years when there was a con- 
siderable expansion of the University and a reorganiza- 
tion of its financial administration. In 1953, in recogni- 
tion of his services, the University conferred on him 
the honorary degree of Doctor of Laws. 

From 1954 until April of last year he was chairman 
of the Credit Corporation, a body set up by the British 


Government to stimulate the economic development: 


of British Guiana, and visited the colony for several 
months each year. 

Mr Duthie was one of the founder-members of the 
Glasgow Citizens’ Theatre and was chairman from 
1951—55 in succession to the late Dr J. O. Mavor 
(James Bridie), a position he relinquished for health 
reasons. 


ACCOUNTANCY . 


For many years our monthly contemporary, 
Accountancy, was known as the journal of The Society. 
of Incorporated Accountants. As a consequence of 
integration it has been taken over by The Institute of 
Chartered Accountants in England and Wales. The 
January issue, just published, is the first under the 
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new auspices. We welcome Accountancy in its new 
role and we wish it well as we each seek in our respective 
spheres as weekly and monthly publications to serve 
the interests of chartered accountants and the 
accountancy profession. 


CERTIFIED ACCOUNTANTS’ LUNCHEON 
MEETING 

The second luncheon meeting of the current winter 
series of The Association of Certified and Corporate 
Accountants was held at the Connaught Rooms, 
London, WC2, last Monday, when Sir Henry Hancock, 
K.C.B., K.B.E, C.M.G., Chairman, Board of Inland 
Revenue, gave an interesting address entitled "Why is 
it all so complicated?’. The Vice-President, of the 
Association, Mr W. Jackson, F.A.C.C.A., took the chair 
snd two hundred members and their guests attended. 

The Association's next luncheon meeting will be 
held on Monday, March roth, and details may be 
obtained from the Secretary at 22 Bedford Square, 
London, WC2. 
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THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


The following meetings will be held during next week: 


Monday: Visit to Ford motor works (limited number). 

Tuesday, 5.15 p.m., at Incorporated Accountants’ Hall: 
moe course lecture on ‘How to study’, by 

R. J. Carter, B.COM., F.C.A. (Secretary of the 

udis Society). 

Thursday, at SE Inter-branch quiz competition — 
Southend and Chelmsford branches 

Friday, 5.30 p.m., at Beaver Hall, Garlick Hill: Lecture 
on ‘Hire-purchase’, by Mr P. j. Greaves, M.A., A.C.A. 
(director, North Central Wagon & Finance Co Ltd). 

9.0 p.m., at Chelmsford: Supper dance. 2 

Saturday, 10 a.m., at Luton: Lectures on Taxation, ; 

and ‘The European Common Market’, by Mr W. G. 
Skinner, B.8C.(ECON.), F.R.ECON.8. 


Students are reminded that the library and study 
room at Spencer House, South Place, are open on 
Mondays to Fridays from 9.30 a.m. to 5.30 p.m. The 
study room is available in the evening by prior 
arrangement, 


IHE INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 


Results of Examinations held in November 1957 


'The places and prizes in the Final examination have been awarded on the combined results of both parts where the concluding part 
has been passed in cither May 1957 or November 1957. 


FINAL EXAMINATION 


First Place, ‘Arthur Collin? Memorial Gold Medal and the Institute Prize of £10 ros od 
Patrick, Edward John, City Treasury, Oxford. 
(Passed Part B in "May 1957 and Part A at a previous examination.) 


Second Place, and Prize of £5 5s od (Bracketed 
a Colin William Mewes, Borough Treasurer's Department, Southgate. 


assed Part B in Gei EE and 


Wood, Eri 
(Passed Part A in 


County 


Part A at a previous examination.) 
reasurer's Department, Cheshire C.C. 
ovember 1957 and Part B at a previous examination.) 


Fourth Place, and Prize o 
Bungey, Walter Edward Gordon, Deputy 


£2 ar od 
reasurer, Winchester R.D.C. 


(Passed Part B in May 1957 and Part A at a previous examination.) 


PART A 


Awarded the ‘Philip Hower’ Memorial Prize of Books to the value of {ro ros od for Local Government Finance 
Knox, Leonard George, Treasurer’s Department, Yiewsley and West Drayton U.D.C. 


Awarded the ‘John Elliot Memorial Prize of {10 ror od for Advanced Accountancy 


@Albinson, W., Stockport C.B. 


Fidler, Aian Oliver, Borough Treasurer’ s Department, Reading. 
| (Passed Part A in May 1957.) 


Ball, A. F., Gillingham B. 


Bartram, W. E., South Shields C.B. 
BEBO, R. F., Brentford and Chis- 


Ayre, J., N rt and East Monmouth- Ball, M. A. Cornwall C.C. 
shire K 1. Ball, P., Derbyshire C.C. 
Balchin, N ., Tunbridge Wells B. Barrett, K., Bushey U.D.C. 


Boulter, A. N., Esher U.D.C. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Bowman, E., Newcastle upon Tyne C.B. Gray, R. H., Hoddesdon U.D.C. Roberts, Bs a e ions C.B. 

Brett, E. F., ‘Taunton B. Greenwood, CR Billingham U.D.C. *Roberts, H . G., Anglesey C.C. 

*Brok D. P., Plymouth C.B. ` Hampton E. R., Cannock R.D.C. Scott, J. F., as 
Burns, N., Bury C.B. Hed D. C., Leicester C.B End R. wd d 

*Chambers, N. C., Wanstead and Wood- Haywood, A. O., Coalville U.D.C. *Shep rd Geng H.M.C. 

ford B. THiles D. W., Kitale C.C. eSilvonides P. N. R, Nairobi. 

- Chant, B., Wokingham B. Hislop, ei E. We Swindon B. Simpson, R., East Midlands Electricity 
Chaplin, D. A. Corby U.D.C. Jakeman Northamptonshire C.C. Board (Mansfield and North Notting- 
Clews, D., Chester C.B. "eps, D "o a KEE ham District Sub-Area). - 

Cliff, WIR Yorkahire GNorth Riding) C. C. ox, L. G., Yiewsley and West Drayton Sims, D. W., Coventry C.B. 
Collin, K. SCH , Essex C U.D.C Sinclair, H., Dunbarton c.c. 
Crabb, E. G., SE C: e Lamacq, LE , Haverhill U.D.C. Smith, A. A. Sou 

* Crawley, J. L. ee rt C.B. Lear, R. W. A. Leatherhead U.D.C. Smith, M. P. ' Scottis Cas Board (Dundee 
Dancer, P. : hire C.C. McMurdo, P., 'Nottingham C.B. Group). 

Davies, T orb y 'estern. Electricity *Millar, J., Salop C.C. *Smithson, W., Newton-le-Willows U.D.C. 
Board. Miller, A., Nottingham C.B. Spicer, M. J., Woking U.D.C. 
Dennett, T. J., Sussex e CC. *Morris, F. R., Cardiff C.B. Strogen, J., Manchester C.B. 

—Billey, B. A Notun Nicholls, J., Plymouth C.B. Watson! B., Brentford and Chiswick B. 
Dunkley, W Js Oxford ore. B. *Nichols, J. "North Western Gas ‘Board Watson, K. A., Wellin tego rough R.D.C. 
*Errington, D., Shardlow R.D.C. (North Cheshire Group) Watts, R. C., Dorset 
Eves, D. Ip Colchester Group H.M.C. Page, K., Whitby U.D. C. Whiting, G G. H., Staffordshire C.C. 
Fallows, *Palmer, "T F., Liverpool C.B. Wilcox, J. F., Worcester C.B. 

Fowler, D A B Rangecroft, J. W., Staffordshire C.C, Wileman, P, A. Chesterfield B. 
Fulford, H. P., Devon C.C. * Rawcliffe, F., Northampton C.B. *Wood, E., Cheshire C.C. 
Gatrell, N. Ga Bilston B, Reed, D. E., Southampton C.B. ee erg L. M., Cheltenham B. 
Good, D. S., Stirling. Rice, T. K., Harlow Development Cor- Woodman, S. J. B., Portsmouth C.B. 
Goodridge, A. C., Nairobi. poration. Woods, C. R., Lusaka, 
* Passed Part B (or Part 1) at a previous examination. + Passed Part B in November 1957. 
PART B 
Awarded the Presidents Prixe of £5 er od for the highe t marks in Part B 
TAllen, Colin William Mewes, Borough 'Treasurer's Depar ment, Southgate. 
Awarded the ‘G. A. Johnston (Dundes) Prize of £3 for Statistics 
Crook, Bernard Henry, City Treasurer's Department, Manchester. 

*Beale, R. V., Bradford C.B. *Flood, R. A., St Marylehone B. *Norton, R., Hampshire C.C. 

*Bean B.. Woking U.D.C *Foster, R. W., Dawlish U.D.C. Powell, T., Walsall C.B. 

Bearne, R. E. Newport and East Mon- *Gamblin, F. T., Somerset C.C. *Reddington, C. M., Liverpool C.B. 
mouthshire PRA NM *Hannaford, R. G., Plymouth C.B. *Ridehalgh, dn Blackpool C.B. 

*Biakey, D. H., Moriey B. * Hargreaves, K. , Leyland U.D.C. *Rudd, 

*Bonner, R. A. Kingston upon Hull C.B. *He a N. up. North Western Gas *Saul, E. G. os MM C.C, 

*Carter, J., Lancashire C.C. nard (Manchester Group). *Schofield, G.W ; Darlington C.B. 

* Cherry, J, Preston C.B. +Hiles, D. W., Kitsle C.C. *Seymour, E ` Met i. 

*Crook, B. H., Manchester C.B. Hinchliffe, D. B.. Exeter C.B. * Singleton, D. A., Norwich C.B. 

*Croziet, f W., Lancashire CC, *Hobson, T. N., Wortley R.D.C. *Smith, H. R., Wolverhampton C.B. 

*Dargie, J., Glenrothes Development Cor- *Illingworth, D. H., Orpington U.D.C. *Snell, G., Halifax m 

porution. *Lacey, W. J. D. Maidenhead B, *Stares, S. H. E , Harlow Development 

*Davies, H. M., Ndo *Marlow, R. C., “Nakuru C.C. Corporation, 

Day, J; V. Iiis of Wight C.C. *Marsh, À., Wallasey C.B. “Unsworth, J., Yorkshire (West Riding) 

+ Brist] C. * Martin, Hammersmith B. GC. 

Sec, H HE, Lytham St Annes B. *Miller, W. Ge Nairobi. *Waring, B IL, Leicestershire C.C. 

SEU dhahire C Morton, J ; Manchester C.B. *Wilks, D. L e Worthing B. 

*Flet CAL EE (Lindsey) *Musson, P Peu AC C.C. "Winton, J. 

GC *Womersley, De Bradford C.B. 
* Passed Part À at a previous examination. T Passed Part A in November 1957. 


Summary of Results 


Intermediate Final Part A Final Part B Total 
l No. percent No. percent No. percent No. percent 
Passed .. va» Pru 82 36 85 41 50 38 215 38 
Failed .. SÉ T 144 64. 121 59 85 62 . 348 62 
Total Ka SS 226 204 133 563 IOO 


MOTOR — FI R E ——CONSEQUENTIAL LOSS 
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~The Bank Reviews 


HE chairmen of the principal banks whose annual reviews 
have appeared recently have endorsed Government policy 
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although there are differences in emphasis. They are agreed ` 


that the important features of economic policy at the moment are 
the defence of sterling and the elimination of inflation. For these 
reasons they are unanimous that Government expenditure should 
be contained at recent levels and in consequence they are. sympa- 
thetic to the motives which made Mn PETER THORNEYCROFT 
resign as Chancellor of the Exchequer. 


Bank chairmen are by nature cautious in their appraisal of the 
future and this year they have been particularly so. This is partly 
because 1957 was so crowded with major economic developments 
and partly because they are agreed on the importance of defending 
sterling. While some take the view that an increase in Bank rate 
to 7 per cent last September could have been avoided if action 
had been taken earlier, others are puzzled, as are many people, 
as to why this country should in the same calendar year have had 
a substantially favourable balance of payments and a crisis 1n the 
external value of the pound. Mr A. W. Tugs, chairman of 
Barclays Bank, sees the speculation of last August and September 
as an aftermath of the Suez crisis. He is of the opinion that the 
joint political action of the United Kingdom and France against 
Egypt made international speculators couple the fortunes of the 
pound and the franc more closely than circumstances warranted. 
In the event, therefore, when the franc came under pressure in 
the late summer, sterling wilted at the same time. 


It is of interest that most of the bank chairmen are concerned 
with the external situation rather than with domestic economic 
problems. There have been references to the problem of main- 
taining the level of internal capital investment at a time when this 
country faces the certainty of increased foreign competition as 
the European Common Market comes into existence, and the 
possibility of affiliation in a free trade area increases, but it 
cannot be said that the dangers of reduced capital investment in 


' the United Kingdom are among the major anxieties of the banks, 


to judge from the chairmen’s reviews. Mr D. J. Rosarts, of the 
National Provincial, lists the need to modernize and expand 
industry among the chief domestic problems for the future. But 
taking the reviews as a whole there 1s little sign of preoccupation 
with the level of competitive costs between United Kingdom 
industry and its foreign rivals, although Gm Eric A. CARPENTER, 
of Williams Deacon's, puts in a plea for the mitigation of 
restuctive monetary measures on smaller concerns. 
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One of the most penetrating reviews this year 
comes from SIR OLIVER FRANKS, the chairman of 
Lloyds Bank. Sır OLIVER points out that although 
the world’s foreign exchange resources have 
roughly doubled in the last twenty years, the 
value of international trade has gone up four- 
fold. In consequence, the world’s exchange 
reserves are very thinly spread. Worse than that, 
a very high proportion of them is concentrated 


. .4a Western Germany and the United States. The 


United Kingdom which through sterling finances 
about 40 per cent of world trade, has in its 
possession only about 4 per cent of world's 
foreign exchange resources. Once this country 
has achieved some measure of external stability 
by its own efforts, SiR OLIVER thinks that the 
time will be ripe for some international steps to 
be taken to restore the balance of international 
reserve holdings. 

As between a direct loan to this country from 
the United States as a means of reducing the 
dollar gap and strengthening sterling's reserve 
position on the one hand, and the modification of 
the articles of association of the International 
Monetary Fund, Gm OLIVER prefers the latter. 
He thinks that it would be worth putting at the 
disposal of the I.M.F. the means of a more 
flexible policy and the introduction of an inter- 
national book-keeping system which would in- 
crease the ‘paper’ value of world international 
exchange resources without actually altering the 
value of gold and foreign exchange resources. 
Such an idea, as he points out, has operated for 
several years in the European Payments Union. 
It involves member-countries in accepting claims 
on credit entries with the International Monetary 
Fund for foreign exchange resources as the 
equivalent of actual exchange resources already 
at central banks. It envisages, therefore, the 
transmutation of the International Monetary 
Fund into the position of a super-central bank. 

Several chairmen draw attention to the poten- 
tial danger arising out of the present depressed 
level of international commodity prices. VISCOUNT 
Monckton, of the Midland Bank, is among those 
who have drawn attention to the doubtful 
advantage of the severe reduction in the value of 
our.imports compared with exports. Several of 
the bankers are worried that the large windfall 
gain in 1957 brought about by the drop in world 
commodity prices while our export prices re- 
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mained buoyant, may result in 1958 in a corre- 
spondingly acute fall in the purchasing power of 
those. countries which export world commodities. 
They foresee that the fall in the value of our 
imports may before long mean a corresponding 
decline in exports and they are naturally appre- 
hensive about the future of the American 
recession. 

Comment on the United States recession is 
naturally guarded. The American economy is in 
& position where week to week changes are of 
significance and what a bank chairman may say 
in his annual review may be quickly out of date. 
Several are therefore content to draw attention to 
the important role which the American recession 
may play in affecting world commodity prices. 

Views about the future in general are also 
guarded. Looking further ahead, Sır A. HAROLD 
BiBBY, chairman of Martins Bank, expects the 
free trade area, if it comes about, to entail a 
sharpening of our competitive ability but few 
of the chairmen are prepared to look as far ahead. 
as the possible inauguration date of a free 
trade area which cannot be before 1959. LORD 
ALDENHAM, of Westminster Bank, is of the opinion 
that the free trade area, if it comes, will have 
advantages which will outweigh its disadvantages. | 
He comes nearer than most to relating the reduced ! 
rate of expenditure on new factories and plant 
with our share of world trade. He points out 
that over the last seven years our share of world 
trade has been declining and that this may go on 
owing to the influence of a recession in North 
America and the lower incomes from primary 
producing countries such as Australia and New 
Zealand. 

Despite the crisis in the position of the pound 
last year and the recession in the United States, 
the flavour of the bank chairmen's reviews is not 
pessimistic. Most of them are of the opinion that 
the establishment of an honest pound in world 
trade is the key to the end of inflation internally. 
For that reason they are resigned to high interest 
rates for a limited period of time, although as 
bankers they deplore their effect on banking 
business; for the fact is apparent in the banking 
results for 1957, that high interest rates are not 
necessarily of advantage to the profit and loss 
accounts of the banks. The prejudice dies hard 
that the banking system stands to gain from high 
interest rates andea restrictive monetary policy. 
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Customs and Excise Report 


HE forty-eighth annual report of the 

Commissioners of- H.M. Customs and 

Excise, for the year ended March 31st, 
1957, just published, shows that total revenue 
under these heads was again a record at £2,108 
million — an increase of #100 million over last 
year. 

The rise in the consumption of tobacco received 
a check, however; the total amount consumed 
being below 239 million pounds. For 1955-56 it 
was slightly above that figure, and in the previous 
year it was well under 233 million pounds. Never- 
theless the total duty has continued to rise, as 
the rate of duty was increased in the 1956 Budget. 

The revenue from purchase tax at nearly {458 
million was £39 million up on the previous year, 
notwithstanding the fact that lower rates were 
in force for most of the year. Hire-purchase 
restrictions, which were stepped up early in 1956, 
affected the market in durable consumer goods, 
and the Suez crisis also affected the market for 
new cars. Purchase tax from road vehicles fell 
by £16 million to £114 million, and there was a 
slight fall to £28 million in the yield from domestic 
gas, electric and other appliances. Demand for 
radio and television sets later improved and the 
yield of duty at £44:3 million, slightly exceeded 
the previous year's figure. 

The Suez crisis also affected the consumption 
of petrol but the temporary rise 1n duty of Lea 
gallon restored the revenue which otherwise 
would have been lost, so that the actual yield of 
£338 million was only {2 million below the 
Budget estimate. The quantity of imported 
hydrocarbon oils was 1,963 million gallons, 
against 2,105 million gallons in the previous 
year and 1,327 million gallons in 1947-48. 

: The summer of 1956 was not remarkable 
for warmth but the consumption of beer in- 
creased slightly to 25:39 million gallons, from 
25:27 million gallons in the previous year. The 
revenue rose by £24 million to £261 million. The 
consumption of spirits also rose by half a million 
to 12°85 million proof gallons, the revenue 
increasing by £54 million to {131 million. The 
increase was almost entirely attributable to 
whisky (about 400,000 proof gallons); this drink 


accounting for nearly 44 per cent of all dutiable 


spirits. Gin- accounts for another 31 per cent. 


Exports of whisky amounted to 164 million proof 
gallons -and were a million gallons up on the 
previous year. 

. An indication of the steadily rising standard of 
living may perhaps be adduced from the increase 
in the consumption of wine. It rose by nearly a 
million gallons in 1956—57 to 13:7 million gallons, 
practically the whole of tlie increase being made 
up of table wines. 'The rise in cinema seat prices 
increased the revenue from entertainment tax, the 
total receipt being nearly £41 million. Pool betting 
duty also increased by a modest amount. 

That part of the Department’s work which ‘is 
directed to the detection and suppression of 
attempts to evade Customs and Excise duties, 
purchase tax, import and export prohibitions and 
exchange control restrictions is on a scale which 
dwarfs the anti-evasion activities of the Board 
of Inland Revenue at least in the number of 
convictions secured. Among 1,664 persons con- 
victed during the year, thirty-one were sentenced 
to terms of imprisonment and one was fined 
£20,000. 

It is now one hundred years since the first 
reports both of Customs and of Excise were pub- 
lished and the current report very fittingly ends 
with a centenary retrospect, which includes some : 
interesting facts about the early history of these 
duties. In the middle of the nineteenth century 
PEEL and GLADSTONE completed the simplification 
of the tariff, a process started by Pirr and 
HUSsKISSON, and a large number of administratively 
burdensome duties was swept away. 

This process of simplification went into reverse 
when the First World War brought the need 
for vast revenue and tight controls. It was not 
until 1922, after the partition of Ireland, that 
the Department was met with the task of manning 
a land boundary. More burdens were brought by 
the system of imperial preference, the general 
ad valorem duties imposed in 1932, and the 
introduction of purchase tax in 1940. Whilst in 
the middle of the nineteenth century there were 
many indirect taxes but very little direct taxation, 
we now bear an enormous weight of both. 
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WORK STUDY 


A FACET OF MANAGEMENT ACCOUNTING 
"py FREDERICK G. BEARD, B.Com., F.A.C.C.A., F.C.W.A., F.C.LS., F.R.Econ.S. 


HERE appears to be little doubt — judging 
by the papers presented and the discus- 
sions at the Seventh International Congress 
of Accountants held last September in Amster- 
dam —that all accountants (including those in 
public practice) should be thoroughly au fast 
with all aspects of management accounting. 
Some measure of doubt, however, appears to 
exist regarding both the extent and scope of 
the dynamic techniques of scientific manage- 
ment; the many facets of management accounting 
do not seem to be fully realized. Even such a 
distinguished member of the profession as Sir 
Thomas B. Robson, M.B.E., M.A., F.C.A., talks of 
‘cost accounting, budgetary control and manage- 
ment accounting’ in his authoritative Congress 
paper on ‘Principles for the accountant's profes- 
sion',! whereas cost accounting and budgetary 
control are, of course, two of the many facets of 
management accounting and are not, as it would 
seem, separate and distinct techniques. 


Seven Aspects of Management 
Accounting 


Perhaps the most succinct summing-up of 
management accounting was given by Mr R. G. 
Leach, C.B.E., F.C.A., nearly two years ago when, 
in an article adjuring practising accountants to 
enter the field of management and cost con- 
sultancy,? he listed what he considered to be 
seven of the more important aspects of manage- 
ment accounting and expressed the firm con- 
viction that the professional accountant ‘should 
be equipped to give advice on all seven of these 
sub-divisions ...as all these subjects are 
accountancy’. i 

The seven aspects of management accounting. 

as listed by Mr Leach are; 

(1) Cost accounting (including standard costing); 

(2) Material control (including the control of 
material usage during manufacture); 

(3) Budgetary control (the preparation of periodical 
budgets of essential financial data and ‘con- 
tinuous examination of these budgets with 
actual performance); : 

(4) Internal and statistical accounts (monthly or 


1 The Accountant, September 14th, 1957. 
7 The Accountant, January 7th, 1956. 


quarterly trading accounts and statements of 
current assets and liabilities and of orders on 
hand, etc.); 

(5) The mechanics of an accounting system ‘(the 
determination of the most efficient and econ- 
omical system applicable to a particular business, 
including the best use of mechanical devices); 

(6) Special cost and economic studies (the study of 
capital costs and potential profits if output is 
increased or additional lines are produced — 
ie. cost-volume-profit relationship or the 
mathematics of the break-even chart to maxi- 
mize profits, etc.); 

O Consultant accounting (assisting management 
in the interpretation of financial data and 
advice in arriving at decisions which can 
properly be based on such information). 


Mr Leach felt, however, that time and motion 
study should be left to the trained engineer. 

Here the writer must disagree with Mr Leach. 
For far too long, the professional accountant has 
talked learnedly of standard costing but has 
been totally unable to set up the necessary 
standards of performance himself. 

Moreover — now that the techniques of method 
study and work measurement are being success- 
fully applied to purely clerical work (mostly by 
non-accountants, unfortunately) — it can hardly 
be contended that these techniques are right 
outside the ambit of the professional accountant. 


- In support of this view, it js noted that at the 


International Congress, Mr Bakkenist, of the 
Netherlands, felt that the accountant must 
familiarize himself with specialized techniques 
such as time and motion study. 

Unfortunately, most of the textbooks dealing 
with work study are not only unduly prolix, 


but bristle with the esoteric technical jargon | 


used by time-study engineers. The British | 
Institute of Management, however, has recently 
published three booklets modestly entitled Outline 
of Work Study These three publications give 


a very full synopsis of all the modern techniques - 


in the fields of method study and work measure- 
ment and their close study by the pr 
accountant is strongly recommended. 


cua | 





8 Outline of Work Study. Part I-— Introduction, 3: 6d; 


Part JI - Method Study, 7s 6d; Part III — Work Measure- 
ment, 12s Gg. Britisl* Institute of Management, London. 
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Method Study 

The techniques of method study — involving, as 
they do, a cold, critical examination of existing 
méthods and the formulation of the best methods 
after deciding whether the work is necessary at 
alli- should appeal to the analytical mind of the 
professional accountant. 

[here is one aspect, however, which the 
B i .M. booklet (Part II) does not appear to 
stress, and that 1s the important distinction be- 
tween organizational methods and operational 
methods which applies to all kinds of work, 
whether on the factory floor or in the office. 
| Organixational methods constitute the frame- 
work i in which the detailed procedures are per- 
formed, while operational methods are those 
detailed procedures, within the framework 
selected. It is obvious that organizational methods 
should first be studied and the best organiza- 
tional framework selected before proceeding to 
examine the existing detailed procedures and 
evolving new procedures; yet how often does one 
encounter the streamlining of existing proce- 
düres when the whole system itself should be 
radically altered. 
| ‘Usually, the practising management con- 
sultant himself evolves the most suitable organi- 
ien methods and leaves the operational 
e within this organizational framework 

be evolved by consultants on his staff or even 
n the clients themselves under his supervision. 
The bulk of the savings to be effected lies in the 
complete revamping of the organizational methods 
rather than revamping the detailed procedures, 
or even 1 eliminating some of them. 


Work Measurement 

After reading the B.I.M. booklet dealing with 
work measurement (Part III), the professional 
accountant will discover that time-study engin- 
eers have made what should be a simple operation 
of timing actual performance into a highly 
technical, and very expensive business. 

, It will be found that all work is broken down 
into elements; that these elements are then timed 
separately and the worker simultaneously ‘rated’, 
after which the times are ‘normalized’ or ‘stand- 
ardized’, i.e. the actual elapsed times to perform 
the elements are arbitrarily adjusted up or down. 
‘Allowances for relaxation and personal needs are 
then added (and every time-study engineer 
appears to possess his own ideas on this subject). 
Finally, the result is expressed in ‘work units’ 
which, the accountant may be surprised to read, 
pum no absolute time value’. 
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However, these techniques are by no means 
universally accepted, so perhaps it is advisable 
to consider the criticism levelled against these 
procedures and, even more important for the 
professional accountant requiring a simple yet 
effective means of setting up his own standards, 
the use of a much simpler and far less costly 
method. 

Rating and Allowances 
Notwithstanding the accuracy and consistency 
claimed by time-study engineers, it will be 
obvious to the professional accountant that the 
rating of performance is highly subjective and 
that variation in judgment of performance must 
occur between different time-study engineers 
and even the same engineer‘on different occasions. 
Moreover, fatigue cannot be measured on any 
really scientific basis, so that the relaxation allow- 
ance for any particular job is SE an 
estimate. 

This is what Prof. A. B. Cummins, chairman 
of the Department of Industry, Western Reserve 
University, Cleveland, and one of the acknow- 
ledged experts on labour relations in the U. S.A., 
thinks of speed and effort rating: 

- ‘Realistic facts and logic are solidly against the 
notion that one criterion of speed and intensity A 
application can be validly imposed on all types of 
operations in the same plant — much less in ali 
plants, all industries, all regions.’ 

Prof. Cummins is even more trenchant regard- 
ing allowances: 

‘In arbitrating hundreds of work measurement 
disputes over eleven years, in many industries, I 
have seen both rates and elaborate, detailed docu- 
mentation of rate computation fall apart under 
expert attack upon allowances. Claims of scientific 
accuracy were shown to be absurd.’ 

When the American Government set up 
standards in one of its major departments, it 
eschewed what is termed 'precisely engineered, 
or stop-watch, standards’ and used statistical 
work measurement standards whereby the times 
of workers of normal skill and experience were 
collected over a sufficiently long period and 
were then set out in a statistical array. The aver- 
age or medium was discarded since half the 
times were already above it. 'l'o provide an in- 
centive factor, the upper-quartile was taken and 
formed the basis for the standard times set up, 
ie. to the upper-quartile was added the neces- 
sary allowances for relaxation and personal needs.? 
14 Work Measurement System — Development and Use 
(a Case Study). Issued by the Executive Office of the 
President, Bureau of the Se 'The Superintendant of 


Documents, U.S. Government Printing Office, SONS 
25, D.C. 25 cents net. 
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Work Units 


Workers are almost invariably paid by time 
whether in the factory or the office. Management, 
therefore, requires to know liow many hours' 
work they are receiving for the hours paid for. 

Why the term ‘work units’ is deemed to be 
both desirable and necessary is beyond the com- 
prehension of the writer when standard hours 
(or standard minutes) may well be used. Ad- 
mittedly, one of the drawbacks of standard hours 
is the confusion caused by the fact that the 
standard hour has no relation to elapsed time or 
the clock hour. This is very easily remedied, 
however, by equating standard hours with clock 
hours, and so literally measuring production 
‘against the clock’. 'l'o achieve this, all that is 
necessary is to add the two tea-breaks of ten 
minutes each (morning and afternoon) to the 
allowances for relaxation or compensatory rest 
and personal needs. Twenty minutes in a normal 
working day of nine hours, or 540 minutes, is 
less than 4 per cent, and such an insignificant 
percentage will not make any appreciable 
difference to the standard hour, which, like 
the work unit, consists partly of effort and partly 
of. rest. l 

In very simple form, this is what management 
would like to know daily and should receive 
from the cost-office: s 


Hours hours 
i L Time for pro- 
Workman for lost toork duced Efficiency 
A. 9 3 6 5 83% 
B. 9 a 09 6 86% 
C. 9 o 9 7 8095 ` 
Average 
27 5 22 18 82% 





. (The greater the difference between the average efficiency 
of the workers and the overall factory efficiency, of course, 
the greater the reflection on the factory or works manager.) 
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Stoppages beyond workers’ control are deduc- 
ted, of course, when assessing individual efficiency, 
but are not deducted when assessing overall 
efficiency of the factory, shop or office. 


A Simple System of Work Measurement 


At this juncture, the professional accountant will 
no doubt wonder what system of work measure- 
ment he should use. The writer uses and recom- 
mends the American Government's statistical 
work measurement standards. The tasks are not 
broken down into elements and no formal rating 
techniques are used. 'lhe times of experienced 
workers in the factory, or clerks in the office - 
working under normal conditions at normal 
speed — are collected over a sufficiently long period 
and the upper-quartiles are taken from the, 
statistical arrays. To these upper-quartiles xe 
added relaxation or compensatory rest allowances 
for the particular task (tables of percentages 
covering a host of tasks are available), as well as 
allowances for personal needs and, of course, 
the tea-breaks to equate standard time with the! 
time paid for or clock time. | 

Time-study engineers are wont to claim that! 
the substantial increases in productivity which 
invariably result from the application of work 
study techniques are largely due to the ‘correct- 
ness’ of their elaborate standards. This is not so. 
Anyone who has taken the trouble to study the, 
causes of labour inefficiency will know that the 
bulk of the inefficiency encountered both on 
the factory floor and in the office is not due to 
the excessive time taken to perform the operations 
themselves, but to the time wasted between 
operations; in other words, lack of continuity of 
effort throughout the day. 

Any reasonable standard used as a yardstick, 
to measure the time available for work, there- 
fore, will clearly reveal all wasted time, and will 
enable corrective action to be taken, either by 
tightening up supervision or, much better still, 
by paying the workers an incentive bonus for 
increased productivity. 

With the increasing application of work study 
to purely clerical work, professional accountants 
can no longer allow these dynamic techniques to 
be so successfully applied by others, unless, of 
course, they are prepared to accept a not in- 
considerable diminution of status. Moreover, the 
writer is of the firm conviction that professional 
accountants should also set up their own stand- 
ards in the numerous smaller factories (where 
there are no special work study departments) 
when installing systems of standard costing. 
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A Stockbroker’s View of Company Accounts 


by a member of the Stock Exchange 


HE statistical card services used in stock- 
brokers' offices were originally formed at the 
request of stock exchange members. Alterations 
are usually only made after consultation with members, 
for whom they provide reliable information and 
interpretation of accounts. Individual firms, however, 
usually have a list of companies in whose accounts 
they are specially interested. Each may decide that 
thóse of certain other companies merit a circular 
letter to their clients and I will try to indicate what I 
would look for in examining such accounts. 
recent years there.has a vast improvement 
in ithe information contained in the accounts of many 
of.our leading companies, largely due to the pro- 
visions of the 1948 Companies Act, the recommenda- 
tions of the accountancy bodies and of the Stock 
Exchange Council There are, however, still far too 
many companies which give little if any more 
be ormation n than i is required by law. 


Information Needed . 


PS considering the presentation of information 

‘statistically, I will discuss the information to which 

I consider shareholders, as the proprietors of busi- 

nesses, are entitled, and which I need to form an 

‘opinion on buying, selling or retaining shares in a 

: company. Briefly, I need a summary of the informa- 

tion that you, as accountants, would expect if 

requested by a client to investigate a business which 
he was thinking of buying. You would want records 
going back several years, the latest accounts, current 
information such as contracts and orders in hand, 
| plans for expansion, etc.; and combining this with 
| your knowledge of other similar businesses and the 

economic background, you would endeavour to 

forecast the prospects of the business and its value 
| a8 a going concern. 

| Sa information I hope to obtain from the com- 

y accounts, the chairman's review and interim 

Poured published by the company, adjusted in the 

light of information from other companies, such as 
| the general trading experience of that industry. 

. , The task is often complicated by rumours on the 
Stock Exchange and news items and forecasts in 
national, local and trade papers, and sometimes by 
very wide fluctuations in commodity prices. We have 
to try to assess these influences and see what effect 
they are going to have on the results of the company 
in which we are interested. We do not like to make 
guesses; we have to try to work them out; but our 
opinions can only be proved by the published accounts 
of the boards of directors. 











An address given at a meeting arranged by the London 


Local Committee of The Institute of Chartered Accountants 
of Scotland on November a6th, 1957. 
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I have mentioned interim accounts. It is not satis- 
factory if a shareholder has to wait a whole year to 
know how his company 1s being affected and 1 hope 
that more and more companies will compile not only 
half-yearly accounts as are being advocated by the 
Stock Exchange Council, but quarterly accounts. 
These are given by American companies, normally 
much larger than our own, and there seems little 


reason why they should not be prepared and circu- 


lated by companies in the United Kingdom. 


The Balance Sheet 


Turning to the accounts, the balance sheet, since the 
1948 Companies Act, is a fairly straightforward. 
document. When there are subsidiary companies, I 
refer to the consolidated accounts as the parént 
companies’ accounts aray Fu for more than a quick 
inspection. 

The first thing to look at in ‘the fe sheet is 
the item 'fixed assets' and much has been said about 
the advantages of writing up these fixed assets to 
their true value. The interpretation of accounts 
would be greatly simplified if all items were on a 
uniform basis, and for this reason I would prefer to 
see fixed assets shown at approximately their re- 
placement value. This would tend to equalize 
depreciation charges which I will mention later. It 
would also show whether the return being earned on 
the capital employed in the business was adequate, 
particularly in comparison with other companies. 
Of course, an annual or frequent revaluation would 
not be practicable but I think it would help if a 
reasonable estimate of the value in some round 
figure were included in the notes. Failing that, a 
note of the amount for which the property was 
insured might help. 

The next item to observe is ‘stock and work in 

rogress’ which is normally shown as part of the 
liquid assets of a business, but in assessing the liquid 
position of a company it is often safer to exclude this. 
item. The business must always maintain stock at. 
some proportion of turnover, and to that extent it is 
not available to meet other cash commitments with- 
out damage to the trading position. Sometimes, too, 
it is slow-moving stock, such as tobacco and spirits 
in bond, which may not be sold for several years. 
More normal examples might be found in the 
engineering industry where it is costly to produce 
small batches for stock and small components may 
be manufactured in sufficient quantity to last several 
years of budgeted sales or consumption. 

That the financial years of many companies are 
arranged to end when stock is at a minimum, en- 
courages me to treat the balance sheet stock 
figures as ranking in between the fixed assets and 
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the cash resources, as a sort of semi-fixed asset. 

The net liquid position is mainly of importance to 
the investmént analyst as indicating whether the 
business will have to raise more capital, either as 
shares or permanent loans, and in present money 
conditions is one of the first points looked for in a 
balance sheet. A few years ago, when money was 
cheap and new capital easily raised, there was no 
harm in being short of cash, and the maintenance of 
excessive cash balances was of little advantage to 
shareholders. It could, in fact, be one of the recom- 
mendations for a share that there were prospects of a 
rights issue on favourable terms. Today, of course, 
shortage of cash can be dangerous and even the most 
attractive rights issue usually leaves shareholders at 
least temporarily worse off, as rights are sold by 
holders who cannot Gut up more cash. 

In looking at the liquid position it should be 
remembered that cash resources may be improved by 
a seasonal reduction in stock, but this is offset by the 
inclusion of dividends and current taxation some 
months before they are payable. It is important that 
capital commitments and the repayment of maturing 
debentures and short-term loans should be added to 
the current liabilities as their replacement may well 
be causing anxiety to the board, and they will 
probably encourage conservation of resources when 


dividends are being considered. On the other hand, , 


the company with large liquid resources should 
have little difficulty in finding profitable employment 
for them now. 


Break-up Value 


Balance sheet asset value of shares is often of little 
significance except in the case of the investment trust 
companies or other companies holding large market- 
able investments, as it is really only of importance 
when a company is about to break up, in which case 
the fixed assets will probably not be worth anything 
like their book value, or when a take-over bid is 
being made, and in that case the bidder probably 
has a far better idea of the value of the assets than 1s 
apparent from the balance sheet. 

In some cases, of course, easily realizeable assets 
and cash may be seen to approach, if not exceed, the 
market value; in which case the shares may be con- 
sidered ‘ripe’ for take-over. This may be evidence of 
poor management but investors may retain, or perhaps 
buy,. shares in the hope that a bid will come from 
someone able to earn a better return. But, of course, 
when the take-over bidder comes along it does not 
necessarily mean that the management has been bad. 
‘They may have been restricted in many ways. Public 
policy may have prevented the most profitable use of 
the assets. 

A few years ago several hotel companies wished to 
sell their properties to large organizations which could 
not find office space in London. Planning permission 
to convert the properties could not be obtained as no 
doubt it was against public policy that we should 
have a capital city without accommodation for visitors. 
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Profit and Loss Account Most Important 


The profit and loss account is the most important 
document in a company’s accounts as the object of 
investment is to obtain a share of the profits and this 
is where there is most room for improvement. 

Turnover is now shown by many of the largest 
companies in the country and I feel strongly that this 
figure, and direct expenses, should be published by all 
companies to show a true trading account. Over a 
period this would give one of the most valuable 
comparisons between different companies. 

Where a group has several main divisions of 
entirely different products, I would like to see trading 
accounts for each main division. With many directors. 
expanding the interests of their companies, normally 
wisely so to prevent too much dependence on any, 
one trade, shareholders should be given an opportu- 
nity to see the success of this policy or otherwise. It 
would also help to assess the effect on companies of 
announcements of foreign contracts, big Govern- 
ment contracts and news of sufficient importance to 
be communicated to the Press. 

Advertising expenditure is another thing I would 
like to see shown. With the intensive campaigns on 
television, for instance, shareholders see the products 
of their company advertised but they may wonder 
what this is costing. and a relation of advertising to 
turnover would be useful. There may be a temptation | 
for a company making big profits to be extravagant 
with advertising because they can afford it, but if 
profits start to fall, is it wise for the company to 
say they can no longer afford to advertise? It would 
be important to know that advertising was not used 
to even out fluctuations in trade. I think it might make 
a useful reserve to be shown on the balance sheet 
and in good times one could put the profits to reserve 
to fall back upon in more difficult times. ‘Dividends 
and interest received’ could well be shown -in greater 
detail, to indicate how much was subject to variation 
as ordinary dividends. I would also like to know 
how much of this income was 'franked' for profits 
tax, although this item might well appear as a note 
to the taxation figures. 

Depreciation of fixed assets presents another 
important and most difficult problem to the invest- 
ment analyst. In times of inflation, depreciation of 
long-lived assets on historic cost does not provide 
for their replacement and therefore for the mainten- 
ance of earning power out of profits, and in such a 
case I consider that net profits are overstated. If 
fixed assets are written up to current replacement 
values, the new depreciation charge will reduce 
the net profit available for distribution to a more 
factual level. T'he alternative is to charge as a pro- 
vision, the additional sum calculated to be necessary 
to provide for the increased cost of replacement of 
fixed assets, Either of these methods would give a 
satisfactory basis for estimating profits, but I would 
like to see a statement to the effect that the profits 
Ces borne the fair cost of the use of assets at current 
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| Taxation ` , 
Turning to taxation, it might be interesting to study 
the income tax charges over a period as an additional 
check on profit trends, but due allowances must be 

de for changes of rates and rules (such as the 
revised basis for profits tax in 1952). Adjustment 
would also have to be made for initial allowances and 
investment allowances. 

Profits tax must be watched closely and is often 
difficult to reconcile because it is occasionally shown 
in unusual ways. I recently saw distributed profits 
tax added to the cost of dividends and not included 
in the total taxation. No doubt in this instance the 
board wished to impress on shareholders how much 
their dividend cost, but I feel that this may have 
disadvantages as politically-minded persons might use 
the device to conceal the heavy company taxation 
ahd to exaggerate the return to the shareholders. I 
think the board concerned would have achieved its 
object more happily, and would perhaps have been 
technically more correct, if the item for taxation had 
included the maximum profits tax and the relief in 
respect of non-distribution had been added back in 
the appropriation account. 


| Special Charges 
j n the profit and loss account there are sometimes 
items which are not true charges but which are usually 
deducted from profits in arriving at stock exchange 
statistics, While the debenture sinking fund is 
cy a transfer to reserve, technically accruing to 
the benefit of the equity shareholders, it is charged 
in arriving at the percentage earned as it prevents 
Cash from being available for distribution as dividends. 
There are other items which are more doubtful; 
for example, the transfers.to pension funds over a 
umber of years. If one knows they are going to be 
aid for, say, at least six years, the opening years of a 
hew scheme, I think they should be charged. Other 
items which are strictly appropriations and are in the 
discretion of the directors, should be considered 
individually. Supposing the directors have plans for 
expansion and put aside roughly the same amount 
ch year for a number of years, then I would be 
inclined to charge that in arriving at the cover for 
net dividends. 


' Stock Exchange Statistics 
‘The usual stock exchange statistics show earnings, 
dividend cover and priority percentages and I have 
prepared some examples to illustrate their relative 
advantages. They are, of course, only. estimates and 
'will be considerably altered by any wrong interpreta- 
!tion, particularly in the case of reserves for future 
contingencies which may come within the discretion- 
ary control of the board of directors. These items are 
'often charged against profits in stock exchange 
| statistics as we prefer to err on the side of caution. 
| The appendix shows some data of a small company 
with just over £200,000 available for debenture 
service, taxation, dividends and retention in the 
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business, In Section ‘A’ are set out the various 
Statistics usually used in the financial Press, stock 
exchange lists, etc., to indicate the margin of surplus 
for interest and dividends. The column headed 


" “Times covered’ shows how many times the net 


amount available exceeds the net cost of each item. 
That this method is not entirely satisfactory is shown 
by the fact that the preference dividend is covered 
nearly twice as well as the debenture stock which 
ranks before it. 

This difficulty is avoided by the cumulative cover 
in the next column which shows the margin available 
for any payment combined with all payments ranking 
before it. In this case, the preference dividend and 
debenture service are together covered about 24 
times by the amount available to meet them. 

For some reason, cumulgtive cover is not often 
used for ordinary dividends for which the simple 
cover, or percentage earned - which is another way 
of expressing it — is almost invariably used. 

Assuming the dividend on the ordinary capital in 
this case to be ro per cent the percentage earned is 
35 per cent as shown in the footnote. The amount 
avallable is divided by the cost of the dividend and 
multiplied by the nominal rate of dividend. 

The priority percentage in the last column but one 
is really a neat version of the cumulative cover 
method. The total available is taken as 100 per cent 
and each call on it is shown as absorbing the appropri- 
ate percentage. This shows the ordinary dividend in 
its true perspective, indicating how much has to be 
provided before any profits at all are available for 


the equity. 


Statistics on Gross Figures 
These methods were all in use before the 1948 
Companies Act and therefore had to be based on net 
figures after taxation. Now that taxation has to be 
shown I think it could usefully be incorporated in the 


‘system and Section ‘B’ employs the same data but 


with interest and dividends. shown gross, profits tax 
being added to the items to which it applies. 

Debenture interest is payable before any profits 
or profits tax are earned or payable. The profits tax 
is therefore part of the amount earned and available 
as cover for the debenture service, the cover on 
which is raised from 3$ to A4 times. This is the way 
debenture cover is shown in a prospectus and it is 
illogical that the cover should be allowed to appear to 
fall just because the stock has been in issue a year or 
more. 

Preference dividend cover in this case appears little 
changed as, although a larger sum is taken into 
consideration, it comes before profits tax on the 
ordinary dividend and surplus. . 

As profits tax has to be paid out of taxed profits 
you will notice that I have added back the income tax 
which has been paid on the funds provided for it. 
The taxation on dividends is therefore only a little 
less than the net amount paid to shareholders. ‘That a 
6 per cent preference share costs a company over 
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9 per cent no doubt accounts for the popularity of 
issuing loan stock at the present time. 'l'he ordinary 
dividend cover is reduced by this method as any 
distributed profits tax not applicable to it has 
already been deducted from the amount available. 

‘There is a school of thought which holds that in 
calculating equity earnings, distributed profits tax 
should be charged* on the surplus as though the 
company had made a complete distribution. While this 
is, of course, a contingent liability, it is so unlikely 
that companies will ever make a practice of distributing 
profits fully that I have only charged non-distributed 
tax on the balance. In Section ‘B’, however, I think I 
have reached a compromise solution in that the cover 
for the total dividend is shown but distributed profits 
tax is not deducted from the amount available. The 
earnings therefore do allow in some measure for the 
contingent liability which will arise if at some future 
time these profits are distributed. 

In practice, of course, the profits tax and the in- 
come tax on the surplus will not reconcile as I have 
made it in my example. The final figure will be a 
balancing item plus or minus the excess or shortage 
of tax over the theoretical calculation. If the tax 
variation is large it may provide a clue to follow up 
with regard to ‘franked income’, double taxation 
relief, excess depreciation, etc. 

I do not expect the stock exchange statistical 
services to adopt my gross basis for their card services, 
as, in the ordinary case, the old statistics are well 
understood and it would be unsatisfactory to have a 
sudden change in method in the middle of a ten-year 
record table. As there are, I believe, about 5,000 
companies quoted on the stock exchange, the task of 
revising complete tables would be unreasonable and 
I do not think most subscribers would welcome the 
change. It is useful, however, if a particular company 
is considered to merit special research, to work the 
statistics out on two or more different methods and 
compare the results. Discrepancies often give valuable 
pointers. 

Now a word on gearing: ordinary dividend earnings 
or cover without an appreciation of the 'gearing' is 
often misleading. In times of rising profits a highly 
geared ordinary share, that is one with substantial 
dius charges, will enjoy greatly accelerated earnings, 
out when profits are falling earnings will tumble even 
faster, - 

Turning to Section ‘A’ of our examples, if the 
amount available for distribution were doubled 
from {£100,000 to £200,000, earnings on the ordinary 
capital would rise from 35 per cent to -93 per cent, 
but if the amount available were halved to £50,000, 
the dividend would not be fully earned. 


Market Value 


We have now looked through the balance sheet, 
endeavoured to assess the liquid position and calcu- 
lated the earnings on the ordinary shares, but we 
have not yet formed a guide to the market value. This 
wil depend on the yield and we may decide that 
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companies of such a size, in such an industry, now 
yield around 7 per cent. A particular company's 
£1 ordinary shares are standing at 30s to yield 6% per 
cent, a little below the average yield, and we must 


look at its record to see if this is justified. Lf there ts 


not an analysis of past results on the files, the Ex- 
change Telegraph or Moody’s service cards are 
usually sufficient for the purpose and, in fact, when 
I am working on a public company’s accounts I 
always enter the current figures on the old statistical 
card, checking as I go along that the comparative 
figures in the accounts agree with last year’s figures on 
the card. Any discrepancies are investigated as soon 
as they are noticed. Figures for the past few years are 
looked at, with particular attention to any changes in 
dividend, especially reductions, to see how the 


company has grown in good times and whether | 


dividends have been cut in bad times. The cards of 
one or two similar companies should be examined 
too, to compare their records over the same period, 
and you should be able to place them in some order 


of merit. 
The Chairman's Review 


The chairman's review is often one of the most 
interesting documents with the accounts, and I 
usually read it carefully before working on the figures. 
I have left it until last as it is usually most important 


and on its future prospects. The review will generally 
open with a simple explanation of the past year's 
trading and figures, and then usually proceeds to 
give the current position of the company, with 
particulars of the level of trading, the way orders are 
coming in, any changes in contracts, prices, costs, 
etc., an opinion of the current year's prospects and 
the outlook for the particular industry. 

You will probably have formed an opinion from 
previous years’ reports as to whether the chairman’s 
views are, as is most often the case, cautious, Or 
whether he is inclined to optimism. This is important 
in assessing the quality of the management of the 
company. I think that whatever is done on the 
statistical side, you should form an early opinion as 
to whether the company is well or badly managed. 

Even if you find on the current year’s results that 
the company has not done very well, there may be 
good reasons for it. These are worth looking for at 
this stage. There may have been a rapid fluctuation in 
prices of raw materials and the date of the accounts 
happens to come at a particularly bad time while 
other companies showing better results may not have 
suffered the depreciation which has come into this 
company’s year. You will also have some information, 
I hope, about the KE in which the company 
operates, and that should be applied to other com- 
panies whose results are due shortly. For while you 
may decide that you do not want anything to do with 
the particular company you have investigated, you 
may find that it is worth buying or selling the shares 
of some other companies whose results are some 
months ahead of it. 


- for the light it throws on the latest news of a company | 
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| 
E: 
| DATA 


| Profit after all charges except interest ... 
Deduct Debenture interest, net 


Deduct Profits tax 
Income tax 


Deduct Preference dividend, net Ge 
| Ordinary dividend, 10 per cent net 
‘Transfer to debenture sinking fund .. 
| | 
| Net surplus 


SECTION ' ‘A’ 


T OF SR EXCHANGE METHODS or SHOWING DIVIDEND COVER ETC. 
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200,230 
23,000 





177,230 


100,230 





77,000 


33,756 





143,259 


BEER RS, 


The cover for interest and dividends is usually shown in one of the following ways, based on the net amount 


nvailable and the net cost: 
| Net 
] interest 


or dividend Times | Cumulative 


: payable covered 
| £ 

Debenture interest .. i CH Ss 23,000 ] 
Debenture sinking fund zu a x 5,000 3'57 
Preference dividend DR we 11,500 6-30 
Ordinary dividend, ro EE cent Ge zs 17,250 3°51* 
Surplus va m vid 43,250 


£ 100,000 


e 
D 
une rem wm 





60,500 
*Percentage earned = E 2 


| 17,250 


SECTION 'B' 





cover 


3°57 
2°53 
1:76 


X IO per cent 355'1 per cent 


Priority Amount 
percentage available 
£ 
o —28 100,000 
28 — 39k 72,000 
394 - 562 ,500 
563 too 43,250 


These figures are altered if they are calculated on gross figures including profits tax, as below. 
| It should be noted that as profits tax is not allowed as a deduction in the income tax computation, it has been 


grossed up at the standard rate. The examples will then become: 


| or dividend Times Cumulative 


payable covered 
£ 


Debenture interest .. ix Ds - 40,000 





‘Debenture sinking fund Sa 2 is 5,000 4°45 
Preference dividend Di ar SS 20,000 

Profits tax at 30 per cent .. ins - 6,000 5*IO 
[Income tax on profits tax  .. Wi - 4,435 

Ordinary dividend, 10 per cent .. e 30,000 

Profits tax at 30 per cent  .. og - 9,000 2774* 
‘Income tax on profits tax .. x x 6,652 

‘Gross surplus T i Se 3x 725,218 

'Profits tax at 3 per cent bs a SS 2257 \ 

Income tax on profits tax  .. T - 1,668 

| £200,230 

| 124,795 


«P ed= 
aad iru 45,652 


cover 


4°45 


Priority Amount ` 
percentage available 
É 
o ~22$ 200,230 
224 — 372 155,230 
37i Ka 604 324,795 ` 
6og-100 79,143 


X IO per cent 2» 27-4 per cent 
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Weekly Notes 


The Institute's Examinations 


TOTAL of 2,514 candidates sat for the examin- 
ations of The Institute of Chartered Accountants 


.. in England and Wales, held last November. There 


were 1,082 candidates for the Final, of whom 499 
(46:1 per cent) passed, and 583 failed; in the May 
examination 455 (46:6 per cent) passed, and 521 
failed. The First Certi&cate of Merit, the Institute 
Prize, and the W. B. Peat Medal and Prize were won 
by Mr Trevor Wiliam Derek Vokins, of Hove, 
Sussex. The Second Certificate of Merit and the 
Walter Knox Scholarship were won by Mr Sebastian 
David Rathbone, of London, and the Third Certifi- 
cate of Merit and the Plender Prize for the English 
Law (Part I) paper, were won by Mr David Anton, 
also of London. 

In the Intermediate there were 1,320 candidates, of 
whom 626 (47:4 per cent) passed and 694 failed; in the 
May examination, 614 (4977 per cent) passed and 621 
failed. The First Certificate of Merit, the Institute 
Prize, the Stephens Prize, the Frederick Whinney 
Prize, and the Plender Prizes for the Book-keeping 
and Accounts (Partnership), and the Book-keeping 
and Accounts (Executorship) papers, were won by 
Mr Wing Keung Ng, of London. The Second Certi- 
ficate of Merit, the Tom Walton Prize and the 
Plender Prize for the Book-keeping and Accounts 
(Limited Companies) paper, were won by Miss Mary 
Anora Yale, of Llandudno, and the Third Certificate 
of Merit and the Flight-Lieutenant Dudley Hewitt, 
D.F.C., Prize were won by Mr Bryan Victor 
Carsberg, of London. 

In the Preliminary exarnination, 112 candidates sat, 
of whom 37 (33 per cent) were successful and 75 
failed; in the May examination 28 (22:1 per cent) 
passed and 99 failed. 

A full list of successful candidates, together with a 
summary of results, appears elsewhere in this issue. 


The Scottish Institute's Examinations 


HE results of the December 1957 examinations 

of The Institute, of Chartered Accountants of 
Scotland now announced, show that 154 candidates 
have qualified for the Institute's Final examination 
certificate. 

The Institute's Distinction Prize in the Final 
examination was won by Mr Robert Westwater 
Speirs, of Glasgow, who also won the John Mann 
Prize and the John Munn Ross Prize. 

. The Guthrie Prize for the woman candidate in the 
Second Division of the Final examination in each year 
whose aggregate marks over both the First and Second 
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Divisions are the highest, was won by Miss Mary 
Helen Aitken Brown, of Edinburgh. 

The J.C. Burleigh Prize for the successful London 
candidate for the Second Division of the Final 
examination in each year whose performance in the 
First and Second Divisions as a whole is the most 
(and sufficiently) meritorious, was won by Mr 
Nicholas John Foley, c.a., of London. 

The Albert J. Watson Prize for the highest number 
of marks at each diet of the First Division of the Final 
was won by Mr James Craighead Pringle, of Aberdeen. 

The Sir William McLintock Prize, in two parts, for 
the candidates obtaining the highest and second 
highest marks at each diet of the Second Division of 
the Intermediate examination, was won by Mr 
Alastair Dick Campbell, of Glasgow, and Mr John 
Harvey Dover, also of Glasgow. 

The Helen Somerville Prize, for the woman candi- 
date obtaining the highest number of marks in the 
Second Division: of the Intermediate examination, 
was won by Miss Jean Isabel Mary Manners, of 
Glasgow. 

The names of the successful candidates in the 
Final and Intermediate examinations (Second Divi- 
sion) appear elsewhere in this issue. 


The Society's Examinations 


B the November 1957 examinations of The 
Society of Incorporated Accountants (in voluntary 
liquidation), two candidates were awarded honours 
in the Final, the First Certificate of Merit and a 
Sir James Martin Memorial Prize being won by 
Mr T. R. Marley, of Waterford. The Second Certifi- 
cate of Merit and a Sir James Martin Memorial 
Prize were won by Mr M. Blessitt, of Leeds. 

There were 669 candidates in the Intermediate 
examination of whom 291 (43:5 per cent) passed, six 
candidates being awarded honours. The First Certifi- 
cate of Merit and a Sir James Martin Memorial Prize 
were won by Mr C. V. Bagshaw, of Leicester; the 
Second Certificate of Merit and Prize by Mr P. K. 
Lahiri, of Calcutta, and the Third Certificate of Merit 
and Prize by Mr C. D. Clark, of London. 

A list of successful candidates in the Final (Parts I 
and II) examination, together with a summary of 
results, appears elsewhere in this issue. 


Double Estate Duty: Relief in the Next 
Budget 


N important announcement about the next 
Budget was made on January 24th in the House © 


of Commons. During the debate on the second read- 
ing of the Double Death Duties Bill introduced by 
a private member, the Financial Secretary to the 
Treasury said he was authorized by the Chancellor 
of the Exchequer to say that it was the Chancellor's 
intention to deal in the forthcoming Finance Bill 
with the hardship which arises where two persons 
die in the same agcident and doublé estate duty is 
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payable. There were three ways of doing it: by 
ending Section 184 of the Law of Property Act, 
925, but there were disadvantages in interfering 
with the law of succession; by adapting the existing 
uick-succession relief, but that relief was compli- 
bated and difficult to administer; and by eliminating 
the second charge of estate duty from the operation 
of Section 184 of the Law of Property Act, 1925. 
The Financial Secretary urged the promoter of the 
ill to withdraw it at thia stage and see what hap- 


pened in the Finance Bill However, Mr ‘Teeling, . 


the promoter, said he preferred the private Bill to 
go forward in the meantime. If the Chancellor 
[s out his promise the Bill could be dropped. 


| Surtax Directions and Profits Tax 
|| 


a rae threatened to be a remarkable legal loop- 
hole for the avoidance of profits tax distribu- 
tion charges has been closed by a unanimous decision 
of the House of Lords (overruling six judges in the 
lower Courts) in Special Commissioners v. Linsleys 
oo 1694) Ltd (The Times, January 24th, 
195 

The company was an investment company and 
therefore subject to automatic surtax directiong under 
|Section 262 of the Income Tax Act, 1952, provided 

it had some income to be apportioned. Now for the 

of arriving at the income to be apportioned, 
Section 68 of the Finance Act, 1952, provides for 
ithe deduction of the profits tax payable (grossed up 
at standard rate) But if an apportionment were 
imade it would pay the company and its corporate 
members to exercise the option conferred by Section 
31 (3) of the Finance Act, 1947, under which the 
company would not be chargeable to profits tax at 
all. The potential deduction for profits tax was so 
`| large as to wipe out the profit, and it was in the 
company’s interest that direction and apportionment 
be made, for then it would escape paying £16,421 
profits tax by paying surtax on not more than £8,920. 
The Special Commissioners declined to make the 
direction on the ground that, in view of the profits 
tax *payable', the company had no income to appor- 
tion. 

On appeal both the Divisional Court and the 
Court of Appeal held that the profits tax could only 
become ble if the right of election under Sec- 
tion 31 (3) of the Finance Act, 1947, was exercised, 
and therefore it was not ‘payable’ within the meaning 
of Section 68 of the Finance Act, 1952. Accordingly, 
the profits tax should not be deducted for the purpose 
of deciding whether the company had an income to 
apportion under -Section 262. That being so, it 
followed that the Special Commissioners were bound 
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to make the direction and therefore the company and. 


its non-corporate members would then have the 
right to elect to pay no profits tax. The Crown have 
successfully appealed to the House of Lords against 
| this decision. Lord Denning said that the Courts 
below had, treated the making of an election as a 
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condition precedent to profits tax being payable, 
whereas, on the true construction of the statute, it 
was a condition defeasant. Profits tax was ‘payable’ 
when everything had happened to make.it payable, 
that is to say, when it was duly assessed on the tax- 
payer. It might thereafter cease to be payable if an 
election was made, but until then jt was still ‘payable’. 
The sensible and practical way of working the Act 
was to deduct the appropriate profits tax in arriving 
at the income to be apportioned in the event of a 
direction being made. 


Stamp Duty: Transfer to Associated 
Company 


provisions for relief from stamp duty on 
transfers between associated companies (Finance 
Act, 1930, Section 42; Finance Act, 1938, Section 50) 
have given rise to a good deal of litigation, all ending 
in the Revenue’s favour. Their latest success is in 
Escoigne Properties Lid o. C.I.R, (The Times, January 
i n 1958) where the House of Lords dismissed the 
company's appeal from the decision of the Court of 
Appeal. | 
In 1950 a Mr Cohen sold certain property to. a 
company but no conveyance was executed, so that 
he held the property as constructive trustee for that 
company. After his death that company sold the 
property to Escoigne Properties Ltd, its wholly- 
owned subsidiary, and the conveyance was duly 
executed by Mr Cohen's personal representatives. 
Escoigne Properties Ltd claimed exemption from 
stamp duty on the conveyance as within 
Section 42 of the Finance Act, 1930. The was 
upheld by Vaisey, J., but rejected by the Court of 
Appeal  - 

The House of Lords was unanimous that whether 
or not the case fell within Section 42 of the Finance 
Act, 1930, as originally enacted, it was taken out of 
that section by Section 5o of the Finance Act, 1938. 
This section prohibits the exemption unless it is 
shown to the satisfaction of the Inland Revenue that 


"the conveyance ‘was not executed in pursuance of or 


in connection with an arrangement’ whereunder ‘the 
beneficial interest in the property was previously con- 
veyed directly or indirectly by a person other than 
a company which at the time of the execution of the 
con was "associated" with either the trans- 
feror or the transferee’, Such an ‘arrangement’ 
existed in the present case, notwithstanding the fact 
that in 1950 when Cohen sold the property to the 
first company, Escoigne Properties Ltd was not in 
contemplation. 

Three of the five learned law lords also held that 
the case did not even fall within Section 42 of the 
Finance Act, 1930, independently of the a Sena 
section. Lord Somervell said the conveyance attracted 
ad valorem duty by reason of being a conveyance on 
soa by the personal representatives of Mr Cohen, 

Gia really ccena to be the short Aawer o thie 
SEH 
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‘Committee on Rating of Charities 


HE constitution and terms of reference of a 
. committee which will investigate the liability for 
rates of charities and similar organizations was 
announced in the House of Commons last week by 
Mr Henry Brooke, Minister of Housing and Local 
Government. This*follows the announcement by 
the Minister last December during the debate on 
the second reading of the Local Government Bill 
that he had come to the conclusion that an investiga- 
tion was needed into the working of Section 8 of the 
Rating and Valuation (Miscellaneous Provisions) Act, 
1955... 
ae chairman of the committee is Sir Fred 
Pritchard, M.B.E., a judge of the High Court until 
his retirement in 1953..The members are: Mr L. 
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Farrer-Brown, director of the Nuffield Foundation; 
Sir Edward Ritson, &.B.z., C.B., until recently. Deputy 
Chairman of the Board of Inland Revenue; Mr G. D. 
Squibb, a leading Queen’s Counsel; and Professor 
R. C. Tress, Professor of Political Economy at the 
University of Bristol. 


The terms of reference of the committee are: ` 


“To review the present treatment for rating of 
hereditaments in England and Wales occupied for 
purposes of a charitable nature or for other similar 
purposes (other than hereditaments to which Sec- 
tion 7 of the Rating and Valuation (Miscellaneous 
Provisions) Act, 1955, applies); to consider in par- 
ticular the provisions of Section 8 of the Act of 
1955 and of the Scientific Societiea Act, 1843; and 
to advise on the proper treatment for rating of the 
hereditaments within these terms of reference.’ 


Finance and Commerce 


A.C.V. Accounts 


UR reprint this week deals with the accounts of 

Associated Commercial Vehicles Ltd. The 
directors’ report with these accounts notes that the 
profit before charging taxation amounts to £1,042,995, 
as compared with £1,151,437, and points out that the 
ratio of this profit to net tangible assets attributable 
to ordinary shareholders, after adjusting preference 
share dividend and minority shareholders' profit, is 
LO per cent compared with 13:2 per cent. Then 
‘attention is drawn to various statistics of the Group 
which are given at the end of the accounts'. 

We have drawn on these statistics for the reprint 
because they provide a yardstick with which the 
results of running the business may be measured 
and that is something which anyone interested in the 
company needs. The comparative statistics cover the 
years 1950 to 1957 but we have limited the view to 
our available space. 


One very useful item is the declared fire insurance 


value of the fixed assets. We urged on companies the 
provision of this information in the early years of 
post-war inflation as a lesser alternative to a full 
fixed assets revaluation. 

In general, the figures, as they should be, are self- 
explanatory but note will be made of the last line in 
the comparative statistics ~ the dividend cover. We 
bazard the guess that more shareholders are con- 
cerned with this figure than with the finer accounting 
points in the balance sheet. 


Realistic 


* A REVISED and realistic basis of valuation’ for 

ocks has been adopted in the accounts of 
Davis & Frost Ltd. Mr N. Frost, the chairman, 
explains that owing to changes in the fashion trade 
which have recently taken place and which have 


resulted in a work down of stocks and the lessening 
of the need to buy forward, it is no longer necessary 
to make the same provision as formerly to meet stock 
losses. 

In arriving at the value of stocks as at May 41st, 
1957, the directors, therefore, with the approval of 
the company's auditors, have applied a revised and 
realistic basis. As a result, the provision for losses on 
stocks is approximately {21,000 less than it would 
have been on the basis adopted in earlier years. The 
accounts thus show a trading profit, before deprecia- 
tion, of £16,919 compared with {100,050 for the 
previous ten months. 

This element of 'realism' seems to have crept into 
company accounts in comparatively recent years. 
Reserves are capitalized 1n shares to put capital on to 
a more realistic basis; fixed assets and stock are like- 
wise revalued. Perhaps it is one of the results of 
inflation that makes the past look so unreal. But 


' should not all valuations be realistic? Incidentally, . 


what does ‘realistic’ really mean? Another accounting 
term seems to have arrived without precise definition. 


D. M. Lancaster 


N the notes to the accounts of D. M. Lancaster 

Ltd, shareholders are reminded that the subsidiary 
company of the same name went into liquidation on 
October 31st, the accounting date. Its entire assets 
were made over to D. M. Lancaster (Holdings) Ltd 
which thereupon assumed the name of the sub- 
sidiary company. 

Prior thereto, the .undistributed reserves of the 
subsidiary were transferred by way of dividend to 
D. M. Lancaster (Holdings) Ltd and were credited 
to the accounts of the parent company in the year to 
October 31st as follows: future taxation reserve, 
£6,450; profit and loss account brought forward, 


i 
\ 


dee 1st, 1958 


£712; profit and loss account, being subsidiary's 
profit before tax, £16,849; and profit and loss account, 
tax over-reserved, £284. Pre-acquisition reserves 
were credited to the cost of shares in the subsidiary 
company as follows: capital reserve, £440; and profit 
and loss account, £40,476. 

The current balance sheet of the redesignated com- 
pany also constitutes the consolidated balance sheet 
of the company and its subsidiary, a note explaining 
that as the subsidiary company, although in liquida- 
tion and with no assets, was not yet dissolved, a 
consolidated balance sheet was still necessary, not- 
withstanding that the figures are exactly the same as 
those in the company’s balance sheet. 


| 

Mercantile Credit 

Ox of the effects of credit restriction has been 
the invitation to the public by the hire-purchase 

finance houses to provide capital in the form of 

deposits. Interest rates commensurate with a 7 per 

cent Bank rate are being offered. In the balance sheet 

of the Mercantile Credit Co Ltd, at September 3oth 

p the amount due to depositors under current 





{ 
i 


| - 
» RATES AND PRICES 
Closing prices, Wednesday, January 29th, 1958 











Bank Rate 
Mar. 11, 1954 4% Feb. 24, 1955 4195 
| Sept. 17, 1953 34% Feb. 16, 1956 5176 
„May 13, 1954 33 Feb. 7, 1957 5% 
Jan. 27, 1955 A % Sept. 19, 1957 7% 
| Treasury Bills 
Nov. 23 £6 gs szid% Dec. 27 £6 73 5 oid% 
Nov. 29 L6 9s zad%  Jan.3 £6 6s 6-70d% 
; Dec. 6 re gs 1°45€a% Jan. 10 L6 6s 7-25d% 
| Dec. 13 69s 1-21d% Jan. 17 £6 5s 10°33d% 
' Dec. 20 £6 8s 9:94d476 Jan. 24 £6 5s 656d% 
Ko Money Rates 
ur Bank Bills 
| 4 days 5196 2 months 6 4&—6194 
Fine Trade Bills 3 months 6 35-64% 
' 3 months 71-896 months 6 4-649. 
| 4 months 71-894 months 64-64% 
. 6 months 74-9% 
| 
» Foreign Exchanges 
New York 2:814- Frankfurt 1177 
Montreal 2764-4 Milan 1751 
‘Amsterdam 10:58-] Oslo 20:01 —oij 
Brussels 139'45—50 Paris 1178 A 
Copenbagen 19:351—36 Zurich 12:26 —261 
| Gilt-edged 
| Consols 24% 48} Funding4%6o-90 87} 
‘Consols 4% 7ix.d. Savings 24% 64-67 79 +¥ 
"War Loan 34% 64$ Savings 3% 55-65 84yhx.d. 


Conversion 3195 644 Savings 3% 60—70 754x.d. 

iConv’n 34% 1969 Dia d. Savings 3% 
xchequer 54751966 100% Treasury 24% 

Funding 3% 66-68 79x. d. Stee i96 77-80 i E 

Pending 3% 59-69 78 Treasy.3$76 79-81 711x.d. 

Funding 34% 99-04 651b Victory 476 E wexd. 
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liabilities is up from ‘£3, 333,886 to £5,388,672, and 
the point has been reached where the directors feel 
that the debt due to depositors should be stated 
separately in the balance sheet. Deposits, says Sir 
Mark Turner, the chairman, now represent an 
important part of the funds available for the 
business. e 

Sir Mark also draws attention to a new item in 
the accounts, Treasury bills £600,423, which could 
be said to owe its origin to the increasing volume of 
deposits. Although the business of a hire-purchase 
company, he says, is essentially of a short-term 
nature, the directors have felt that the policy of 
financing the business to an appreciable extent by 
way of deposits has imposed on them an obligation to 
see that an additional margjn of liquidity shall be 
available at all times. 

For that reason, they have thought it necessary to 
see that a proportion of their funds is always held in 
cash or short-term Government securities and is thus 
immediately available to meet any withdrawal 
demands that may arise. Fundamentally, of course, it 
is just a question of good banking practice. 


| CITY NOTES 


HE events of the past week have done little to 

relieve the virtual stagnation in the stock-markets. 
Only the gilt-edged section has been able to show any 
sign of confidence. The progress of the market, the 
fallin the Treasury bill rate and the reduction in Bank 
rates overseas has inevitably led to some suggestions of 
an early reduction in the Bank rate here. Itis, however, 
difficult to see such a reduction against the back- 
ground of the Government's firm stand on its wages 
policy and also of the Chancellor's statement on 
Government monetary policy intentions. 

Industrial equity sections of the stock-market, 
apart from being affected by the weight of money 
being drawn away for the support of new issues, is 
now plagued by the possibility of labour disturb- 
ances springing from the Government's wages policy. 
The prospect of such disturbances has been at the back 
of the market's mind ever since last September when 
a ceiling was, in effect, placed on the money supply. 

Meanwhile the Wall Street market shows little sign 
of breaking out of its period of uncertainty. Despite 
lower interest rates in the United States, the view is 
taken that the period of business recession may have 
some way to run. Unemployment both in the United 
States and Canada is expected to rise in the next few 
months and with business reports hardly likely to be 
encouraging, a further fall in security values cannot 
be ruled out of the reckoning. 

The President of the Bank of America recently 
commented to the effect that the business recession 
should be accepted as effectively lessening out 
inflationary pressure and that the American economy 
should reach a point where a fresh advance can be 
made ‘by the end of 1958’. 
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‘132 February 1st, 1958 
ASSOCIATED COMMERCIAL VEHICLES LIMITED 
Consolidated Profit and Loss Account for the year ended 30th September, 1957 
1956 
£ £ £ i £ £ £ 
1,610,126 aie e on Trading, before ETE Peprecenen and Directors’ eee Re 1,705,495 
265 Transfer Fees .. e s ee 3 es ns 278 
1,158 General Interest Es Sai Us Ge e On zs 492 
8,750 Interest on Quoted Investment e Déi is SS - " T 8,750 
10,173 9,520 
——— * —— Q Di Á— 
1,620,299 1,715,015 
327,765 Less: Depreciation is š gie - $5 365,019 
Directors' Emoluments: 
9,224 ee ae eee u gs SC ae 3 ds 8,111 
24,683 Other Emoluments gg de m - "n a dx 25,554 
33,907 33,665 
131,456 Interest on Bank Overdrafts and Ácceptanca ae EE as 159,532 
— Interest on Unsecured Loan Stock SS e lx m 119 
493,128 ——— 677,799 
1,127,171 í . 1,037,216 
24,266 Add: Adjustments of profits of prior years SN vs va ‘x Se ge . 5,779 
4151437 Profit for the Year before chargin Taxation 1,042,995 
E f e Less: Taxation based on profits for ene. year 
175,235 Profits Tax he A ET es E» ge 183,76] 
459,321 Income Tax (See Note below) 2x Ss pi gd s E E 420,521 
634,556 | | a d e 604,282 
516,881 Profit for the Year after charging Taxation € as 438,713 
Less; Proportion of Profits (after charging Twxatlon) attributable to Minority 
8,446 | Shareholders B Lis ng Bag 8,095 
£508,435 Not Profit attributable to the Group 4 m ys cx as £430,618 
, Sub- A.C.Y. ACV. |. Sub, 
Total sidiaries Ltd. Ltd. sidiaries ` — Total ` 
£ £ £ DEALT WITH IN ACCOUNTS OF: £ £ £ 
489,270 — 489,270 Profit for the , Including Dividends from Subasldlaries 393,844 — 393,844 
19,165 19,165 — Profit retained in the Accounts of Subsidiaries. . n — 36,774 36,774 
500,435 19,165 . 489,270 393,844 36,774 430,618 
eu y Less: Amount written off Goodwill attributs to the Group £3,606(c) 
Amount set aside to General Reserve oh Assoctated' 
150,000 Commercial Vehicles Limited . A 50,000 
Dividends paid or proposed, less tax: 
On 54 per cent. hesaeimabio Cumulative Preference 
47,438 Shares .. n s vs Ss 47,438 
‘On Ordinary Stock: 
120,031 Interim (paid) of 10 per cent. 120,031 
Final (proposed) of [23 per cent. “making: a total 
x 150,039 - distribution of 22} per cent. (1956—22} per cent.) 150,039 
477,224 (a)9,716 467,506 ———— . 367,508 (a)3,606 37),114{ 
3,211. -9,449 2162 , 26,336 33,168 59,504 | 
1,294,342 555,183. 739,159 Brought forward from last year... i sa 760,921 564,632 1,325,553 
£1,325,553 £564,632 £760,921 ` Undivided Profits carried forward .. En t zs oe KN .. £787,257 £597,800 £1,385,057 




















NOTE: Tax relief in respect of Investment Allowances on capital e 


nditure during the year has reduced the charge for Income Tax 
by £22,873 (£36, 


A SINGU. 





COMPARATIVE STATISTICS OF THE GROUP . 













































































1952 1953 [954 1955 ` 1956 1957 
I. Net assets employed (exduding Goodwill) per Consolidated Balance £ É £ £ £ £ 
Sheet ši 8,301,675 8,813,244 8,961,089 9,308,669 9,501,682 9,430,473 
i Deduct: Bé per cent. Redeemable Cumulative Preference Shares 1,500,000 1,500,000 1,500,000 1,500,000 1,500,000 ,500,000 
Net Assets, attributable to Ordinary Stockholders .. Se ..  £6,801,675 £7,313,244 £7,461,089 £7,808,669 £8,001,682 £7,930,473 
Equivalent per £1 unit of Ordinary Stock of £3 Ss. 2d. £3 lOs. Id. £3 lis. 6d. £3 l4s. lOd. £3 lós. 8d. £3 16s. Od. 
2. Profit for the year before chargin Dk eration e «s £l 02. 969 £1,718,289 £1,020,033  £1,151,435 £1,151,437 £1,042,995 
Deduct: Preference Share dividend (gross) T Se 15,594 82,500 82,500 82,500 
Minority Shareholders profits (gross) .. Vs 16,600 14,673 14,207 16,270 14,609 14,008 
£1,457,775 . £1,621,116 £923,326 £1,052,665 £1,054,328 £946,487 
Ratto of above profit to net assets attributable to Ordinary Stockholders 21.4% 22.296 12.4% 13.5% 13.2% [1.996 
3. Net profit attributable to the Group (ateen ation: after editing l 
non-trading item s £633,946 £774,399 £451,474 £579,491 £508,435 £430,618 
Deduct: Pretarenen Share dividend (net). SH Sc ae 8,187 44 45,375 46,406 47,438 47, 
£625,759 £730,055 £406,099 £533,085 £460,997 £383,180 
Ratio of above profit to net assets attributable to Ordinary Stockholders 9.226 10.0% 5.4% 6.8%, 5.89€ 48% 
4. Net dividend to Ordinary Stockholders .. £246,586 £258,328 £258,328 £270,070 £270,070 £270,070 
Ratio of net dividend to net assets attributable to | Ordinary Stockholders 3.6% 3.5% 3.5% 3.4% 3.4% 3.4% 
5. Number of times net dividend Is add id net «prons EES to 
Ordinary Stockholders .. - vd js 2.5 . 28 1.6 2.0 1.7 1.4 


[Figures for 1950 and 195! are omitted — Editor.] 
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Correspondence 


Letters must be authenticated by the name and address of 

the coriter, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Accounting for Inflation 


Sir, ~ I still cannot agree with Mr Briscoe (January 
18th issue) that ‘if replacement accountants wish to 
establish the truth of their method they must show 
that savings are not equal to investment if the value 
of money changes’. In his General Theory, Chapter 6, 
Keynes deals with the ‘Definition of Income’ and on 
pages 58 and 59 the following words appear in con- 
nection with supplementary costs and net income: 


‘It is a widely approved principle. of business 
accounting, endorsed by the Inland Revenue 
authorities, to establish a figure for the sum of the 
supplementary cost and the user cost when the 
equipment is acquired and to maintain this unaltered 
during the life of the equipment, irrespective of 
subsequent changes in expectation. In this case the 
supplementary cost over any period must be taken 
as the excess of this predetermined figure over the 
actual user cost. This has the advantage of ensuring 
that the windfall gain or loss shall be zero over the 
life of the equipment taken as a whole. But it is also 
reasonable in certain circumstances to recalculate 
the allowance for supplementary cost on the basis 
of current values and expectations at an arbitrary 
accounting interval, e.g. annually. Business men in 
fact differ as to which course they adopt. It may be 
convenient to call the initial expectation of supple- 
mentary cost when the equipment is first acquired 
the “basic supplementary cost" and the same 
quantity recalculated up to date on the basis of 
current values and expectations the “current supple- 
mentary cost", 

"Thus we cannot get closer to a quantitative 
definition of supplementary cost than that it com- 
prises those deductions from his income which a 
typical entrepreneur makes before reckoning what 
he considers his net income for the purpose of 
declaring a dividend (in the case of a corporation) 
or of deciding the scale of his current consumption 
(in the case of an individual).’ 


Obviously this does not in any way contradict 
the statement, as defined by Keynes, that saving 
equals investment and it is a clear indication to me 
that Keynes envisaged that, in certain circumstances, 
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out that ‘net income? was relevant to decisions con- 
cerning consumption, which is precisely the point. 
In my previous letter (January 4th issue) I quoted 
from a small book entitled Some Accounting Terms 
and Concepts. 'The economists were clearly in favour 
of replacement accounting in a time of inflation, if 


‘the difficulties of valuation could be overcome. This 


little book was a report on discussions between 
economists and accountants. Appointed by The 
National Institute of Economic and Social Research 
to the joint exploratory committee were Sir Henry 
Clay, Mr Geoffrey Crowther and Mr Richard Stone. 
Economist members of the joint advisory sub-. 
committee were Mr J. R. Hicks, Professor J. E. 
Meade, Mr W. B. Reddaway and Mr Richard Stone. 
I suggest that in presenting their views these econo- | 
mists were well aware of Keynes’ saving and invest- 
ment theory. 

My own conclusion, at any rate, is that Mr C. A. 
Whittington-Smith has written a most useful article 
in your issue of December 14th, 1957. 


Yours faithfully, 


Ilford, Essex. C. F. WRIGHT. 


A Matter of Stamp Duty 


SIR, — In the course of a receivership 1t became my | 
duty to return several cheque-books to the Revenue ` 
for refund of stamp duty on the twopenny stamps 
impressed on the face of the cheques. After a certain | 
amount of form filling I duly received a draft from - 
the Revenue on the face of which was a little square 
for the attaching of a twopenny stamp, over which 
my signature was to appear. When my bank refused 
to accept the draft until a twopenny stamp was put 
on the face of it I realized that I really had to pay a 
twopenny stamp to the Revenue before I could 
collect from the Revenue refunds due on twopenny 
stamps! 

The very next week, in the course of my duties as 
liquidator in a compulsory liquidation, I was asked 
to send a cheque for ros drawn im favour of the 
Revenue to the Court for a taxing master's fee. As 
I have a special banking account, the cheques I am 
using as liquidator are exempt from the twopenny 
stamp duty. My office subsequently received a 
telephone call from the taxing master's office asking 
that we send him a twopenny stamp to put on the 
face of the cheque as without this the bank would 
not give credit for the sum stated to the Revenuel 

As the taxing fee itself is payable to the Inland 
Revenue, and presumably the twopenny stamp will 
also go to the Inland Revenue and the threepenny 
stamp on the envelope to contain the twopenny 


depreciation provisions might be calculated by refer- stamp will also go to the Revenue, it would appear 


| 
| 
February 1st, 1958 


| Verifying Registered Land 


IR, — With reference to the previous correspondence 
on this subject (January 4th issue) the only method 
of verifying titles to land in Brazil is by obtaining 
from the appropriate land registry a negative certificate 
(certidão negattoa) which usually describes the land, 

d states whether or not at the date of certification 
t 1s free from encumbrances. 

Ín the case of a well-organized company having 
many land holdings a satisfactory verification pro- 
cedure is to obtain certificates on a test basis covering 
all properties during a period of, say, three to five 
years. D 
! 'These verifications are not ones that should be 
performed other than as near as possible to the 
balance sheet date. 

' Certain lands, such as those near the sea may be 
| Subject to a priority interest of the Government, 
|; Systems of land holding and registration, etc., must 
suffer many variations from country to country, and 
Y wonder whether any work of reference deals with 
‘this interesting and important subject. 
Yours very truly, 
L. GRIEVES BUCKLE, A.A.C.C.A. 
Cottingham, Yorks. 


Film Production Costs: 
Accounting and Tax Treatment 


Sir, - I shall be glad if any reader will let me know 
what, in the United Kingdom, is considered the best 
accounting practice in the case of cinematographic 
film producers regarding: the treatment of the cost 
of production of each film. In Madras, several well- 
experienced persons in the trade consider it im- 
possible to value, with any amount of accuracy, the 
stocks of films at year end for balance sheet purposes. 
The firm in which I am serving as an articled clerk 
has, therefore, advised several non-company pro- 
ducers to write off the entire cost of production of 
each film in the first year of exploitation. But in the 
case of companies, such a procedure appears to be 
ruled out in view of the ‘true and fair’ requirements 
of the Companies Act. 

Would it be sufficient, in the case of companies, 
to show the value of the films in course of exploitation, 
at a nominal value of Re. 1 and disclose the cost of 
production and the amount written off in a footnoter 
Further, should these films be grouped as fixed assets 
or a8 current assets? 

. I shall also be interested to have some informa- 
tion regarding the treatment of these films for income 
tax purposes. In India, 60 per cent of the cost of 
production of each film is allowed to be set off against 
the income from the film during the first year of 
exploitation, 25 per cent during the second year, and 
I5 per cent during the third year, with power to the 
income tax officer to vary these percentages in 
suitable cases. Where films are leased out for specified 
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territories or particular rights are assigned for a 
specified period, the gross income is treated as 
taxable income in the first year of lease or assignment 
and is not spread over the lease period on a time 
basis. | 

I should be glad to have particulars as to the preva- 
lent practice in the United Kingdom regarding these 
matters. | 

Yours faithfully, 


Madras. M. SUNDARARAMAN. 


Appreciation 


Sm, — Thank you and congratulations for your 
invigorating articles on decimal coinage and the 
reform of our national accounts (January 18th issue) ~ 
two notable blows in the fight against fuddy- 


duddery! 
Yours faithfully, 


Glasgow, SWz1. N. K. EASTON. 


SIR, — As the mere wife of a chartered accountant, I 
feel I take a great liberty in writing to the Editor about 
the Christmas issue of The Accountant. 

May I say how pleased I was that your suggestion 
to the ‘rulers of professional and industrial empires’ 
not to leave the Christmas issue lying around, was 
overlooked by one of the aforesaid, my husband. I am 
not a regular reader of your periodical, as usually it 
contains complicated and heavy reading matter far 
and away above my moderate intelligence. However, 
the opening page of the Christmas issue showed 
clearly what a very human society you can be on 
festive occasions. 

‘A Christmas Respite’ was written so amusingly, 
with delightfully chosen phrases, no wife with a sense 


of humour could help but have a good laugh over the 


wit of it, and admit it contained a good deal of truth. 

The 'Christnas Who's Who' we all enjoyed tre- 
mendously, and brains that are not used nearly 
enough conversationally, since the advent of TV, were 
put to work and rose nobly to the occasion, causing 
much laughter and 'howlers' for answers. 

In closing, I will add that your description of the 
‘master(’s) . . . Churchillian panache’ handling of 
the holiday is well earned by my husband. Our 
holiday in Scotland last September was a masterpiece, 
not one driving hitch, all the hotels little gems off the 
beaten track, with marvellous food, fine weather for 
walks round the lochs, and we even saw the Queen 
and the Duke at the shooting butts when we drove 
through the grouse moors. À perfect holiday and a 
fine set-up for me before getting down to my prepara- 
tions for Christmas celebrations! 

One more point: I intended writing to you at the 
beginning of January, but the 'so-called master' does 
not like writing thank you letters, so that job is also 
mine, hence the delay. 


Yours faithfully, 


Cardiff. NAN GRIFFIN. 
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Taxation Case 


A full report of the case summarized in this column will be published, with Notes on the Judgment, 
in the ‘Annotated Tax Cases’. 


In re McNeill (deceased) 


In the Court of Appeal — October 29th, 1957 
(Before THE MASTER OF THE ROLLS (Lord EvERSHED), 
Lord Justice ROMER and Lord Justice ORMEROD) 
Estate duty — Incidence — Duty on deaths of successive 
, tenants for life — Legacies payable out of ultimate 
residue — ‘Free of duty — Whether legacies liable to 

proportion of estate duty — Finance Act, 1894, Sections 
8 (4), 9 (1), 14 (1) - Finance Act, 1949, Section 27. 
The testator made hig will in 1934, and died in 
1935. He left the residue of his estate on trust for 
sale and conversion, and directed payment of his 
funeral and testamentary expenses 
"including all estate duty leviable at my death in 
respect of my residuary estate’, 
and the payment of 
"all death duties . . . which . . . by virtue of any 
direction or devise or bequest free of duty . . . are 
payable out of my general personal estate.’ 
One half of the residue was to be held on trust to 
pay the income to his brother during his life 'free 
of duty’, and after his death to pay the income to 


THE INSTITUTE'S 


: The twelfth Summer Course of The Institute of 
Chartered Accountants in England and Wales, which 
is to be held from September 4th-9th, will be accom- 
modated in two Oxford colleges this year for the first 
time since the courses were instituted in 1947. Arrange- 
ments have been made with both Christ. Church 
and Merton College in order to allow for the antici- 
pated extra demand for places following the coming 
into effect of the integration scheme. There will be 
one course only, however; meetings of the whole 
course and the guest night dinner being held in 
Christ Church, as in past years. 'l'hose members of 
the course who are resident in Merton will eat, sleep 
and hold their group discussions in that college. 


Papers and Speakers 

As previously, the objects of the course are to afford 
members from all parts of the country (and from 
overseas) an opportunity of meeting together in an 
informal atmosphere, and to promote serious thought 
and discussion on. important professional matters. 

Group discussions and free exchange of views and 
experiences will be essential features of the course 
and the programme will also provide for recreation 
and social activities. 

The addresses to be presented are as follows: 

'Some taxation problems of particular interest in 


his sister during her life 'free of duty'. The other 
half of the residue was to be held on similar trusts, 
except that the life interests in favour of the brother 
and sister were reversed. Subject to those life 
interests the trustee was to pay ‘free of duty a 
number of pecuniary legacies and subject thereto 
'and to the duty thereon' to divide the half of the 
residue equally between certain persons. The brother 
died in 1947 and the sister in 1956. 

The question at issue was whether the p 
legacies, which became payable on the death of the 
sister, should have deducted from them a rateable 
proportion of the estate duty that was payable on 
the death of the brother and of the sister. l 

Held, (i) that the words ‘free of duty’ in relation 
to the pecuniary legacies related only to legacy duty 
and did not confer on the pecuniary legatees freedom 
from estate duty; (1i) that there was no testamentary or 
statutory provision or equitable principle which im- 
posed liability on those legatees to bear any part of the 
estate duty payable on the death of the brother; (iii) that, 
the pecuniary legatees were liable to bear a proportion 
of the estate duty payable on the death of the sister. 


SUMMER COURSE 


the smaller practice’, by Mr B. R. Pollott, MiA., 
F.C.A. 

‘Shortcomings of the Companies Act, 1948', by 
Mr C. Romer-Lee, M.A., F.C.A. 

"Work study and accountancy — the investigation, 
planning and control of industrial processes and 
business operations’, by Mr C. 'T. Gould, M.LE.E., 
A.M.LP.E., F.I.I.TECH. 


In addition, Sir Harold Howitt, C.5.E., D.8.0., M.C., 
D.C.L., F.C.A., and Professor A. M. van Rietschoten, 
Immediate Past President of the Nederlands Instituut 
van Accountants, will give informal addresses of 
their own choosing. 

À maximum of 280 members can be admitted to 
the course. The closing date for applications is April 
30th, after which the vacancies will be allotted in 
what the Summer Course Committee consider to 
be the fairest manner. 

The fee for the course is {11 per member, in- 
clusive of accommodation and meals in college. (An 
additional fee of ros is payable by a member wishing 
to remain until Wednesday morning.) 

Members wishing to attend the course should 
obtain an application form from the Secretary of the 
Institute. An application form will be issued with the 
letter of admission to members who are admitted to 
the Institute at the Council meetings on F ebruary 
5th and March 8th under the scheme of integration. 
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Messrs F. AnrHUR Pirr & Co, of 14 John Dalton 
Street, Manchester, a (partners S. BARLOW, M.B.E., 
'¥.C.A., P.- NUTTALL, F.C.A., and R. A PITT, M.A., A.C.A.), 
and Messrs WOMERSLEY & TWEEDALE, of 20 Princess 
! Street, Manchester, 1, and Messrs GREENHALGH, SON 
,& DUTTON, of 20 Acresfield, Bolton (partners M. H. 
LEESE, F.C.A., and P. CLARKE, A.C.A.), announce that as 


"from January ist, 1958, their practices have been 


A e IE ARE fT 
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———— 


| amalgamated. The combined practices will be carried 
on from 14 John Dalton Street, Manchester, 2, and 
20 Acresfield, Bolton, under the styles of F. ARTHUR 
| Prrr & Co, WoMznsLEY & TWEEDALE, and- GREEN- 
HALGH, Son’ & Dutron. Concurrently with the 
amalgamation, Mr VAUGHAN DALLRY, A.C.A., who has 
been associated with F. AgrHUR PrrT & Co during the. 
ilast twenty-five years, has been admitted to the new 
| Partnership. 
. Messrs E. A RaprFonDp, Epwarps & Co, Chartered 
‚Accountants, of 52 Brown Street, Manchester, 2, 
|announce that. on January 31st, 1958, Mr.H. K. 
| POPPLETON, F.C.A., retired from the partnership after 
fifty, years’ continuous full-time service with the firm. 


clients by appointment..Mr W. F. WILLIAMS, A.C.A., a 
i senior member of their staff, is being admitted as a 
, partner as from February ist, 1958. The practice will 
| continue to be carried on. under the same style from 

the above address. 

Murssrs Lever- Bros. & Co, Chartered Accountants, 


-{amnounce that they have removed their offices from 


Devonshire Square, London, EC2, to Candlewick 
| House, 116-126 Cannon Street, London, EC4. Tele- 
phone: Mincing Lane 9678. . l 

| 


PROFESSIONAL NOTES 


iMr W. I. French, D.S.O., O.B.R.(MIL.), T.D., GA a 
partner in the firm of French & Cowan, Chartered 
| Accountants, of Glasgow, has been elected President 
' of the Glasgow Chamber of Commerce. 

: Mr D. P. Walton, A.C.A., secretary of C. A. Parsons 
| & Co Ltd, has been appointed to the board of the 
: company. l 

| Mr R. M. Menzies, a.c.a., has been appointed chief 
‘accountant of the Vitamins Group Ge Vitamins Ltd 
| and its subsidiary companies), as from February rst, 
| 1958, in succession to Mr J. Shannon, F.C.W.A., A.C.I.8., 


. | who recently accepted an overseas. appointment. 


| Mr C. R. B. Townend, M.A., A.C.A., has been 
appointed secretary of Belling & Lee Ltd. 


"NATIONAL INSURANCE CONTRIBUTIONS 


''The increases in national insurance contributions 
which were announced in our issue of November 16th 
| last come into effect. next Monday (February 3rd). 
The new rate to be paid by an employed man is 
'gs sd (increased from 7s sd) and by his employer 
| 8s 1d (6s 2d), making a total of 17s 6d (13s 7d). An 
employed woman will pay 7s 8d (6s), her employer 
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6s 7d (5s 1d), making a total of 14s 3d (11s xd). The rate 
for a self-employed man will be 11s 6d (9s 3d) and a 
self-employed woman 9s 8d (7s*10d). The rate for a 
non-employed man will be 9s 1d (7s 4d) and a non- 
employed woman 7s 3d (5s 1 

The payment of the higher war pensions, retire- 
ment pensions, widows' benefits and national assist- 
ance rates came into effect during this week. 'lhese 
increases were also given in some detail in our issue. 
of November 16th, 1957. 
. À new edition of the booklet Everybody's Guide to 
National Insurance!, published last Monday, explains 
briefly the operation of the two schemes. of national 
insurance — the main scheme (compulsory for nearly 
everyone) and the industrial injuries scheme (com- 
pulsory for everyone working for an employer). 


LIVERPOOL MANAGEMENT ACCOUNTING 
CONFERENCE 


A management accounting conference organized 
jointly by The Liverpool Society of Chartered Ac- 
countants and. The Merseyside Productivity Associa- 
tion is to be held at The Blossoms Hotel, Chester, from 
February 7th-9th. The conference has been organized 
so that accountants and non-accounting business 
executives may meet together to discuss present 
methods and practices of management accountancy 
and to discuss current means whereby this account- 
ancy service can be developed and used to increase 
efficiency and to reduce costs. 

Those attending the conference, numbering about 
one hundred, will be divided into syndicates which will 
meet informally after each of the four lectures to 
discuss the subject-matter and to formulate questions 
which the lecturer will answer at a further session. 

Throughout the conference, the chair will be taken 
by Mr C. C. Taylor, J.P., F.c.a., President of The 
Liverpool Society of Chartered Accountants. The 
lecturers and their subjects will be: l 

Mr. V. R. Andersen, A.C.A., director, Caer Rhun Hall 
Accountancy Tutorial Establishment, Conway, N. Wales, 
on ‘The purpose of management accounting’; Mr R. 
Warwick Dobson, C.A., F.C.W.A., group financial controller, 
B. Elliott & Co Ltd, of London, on ‘Figures for cost 
reduction’; Mr E. H. Davison, A.C.A., chief accountant, 
Courtaulds Ltd, on "Ihe use of accounting ratios’; and 
Mr B. A. Maynard, M.A., F.C.A., A.C.W.A., partner, Messrs 
Cooper Brothers & Co, London, on ‘A close study of the 
installation of management accounting’. 


TENANCY OF SHOPS: SCOTLAND 


CHARTERED ACCOUNTANT APPOINTED TO COMMITTEE 
oF INQUIRY 


: Mr Francis G. More, B.A., C.A., a partner in the firm of 


Lindsay, Jamieson & Haldane, Chartered Accountants, 
of Edinburgh, has been appointed a member of the 
committee, under the chairmanship of Mr I. H. 
Shearer, Q.C., to consider whether there is need to 
continue after December 318t, 1958, the provisions of 
the Tenancy of Shops (Scotland) Act, 1949. 


--H.M.S.O., 6d net; by post 8d. 


* 
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LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


As a result of integration, two further discussion 
groups, previously run by The Incorporated Account- 
ants’ London District Society, are now open to 
members of The London and District Society of 
Chartered Accountants. 

The Taxation Grotip meets on the first Wednesday 
of each month up to and including May 7th, and the 
Management Group on the second Wednesday up to 
and including April 9th. The next meeting of the 
Management Discussion Group will be held on 
February r2th when Mr J. M. Hill, of the British 
Transport Commission, will introduce the subject of 
‘Reporting to top management’. 

Both Groups meet at 6 p.m. at Incorporated Account- 
ants’ Hall, Temple Place, Victoria Embankment. 

Members would be welcome at these meetings and 
full particulars may be obtained from: 


Taxation Group: Mr H. Gordon Smith, Messrs Keeling 
& Co, 118 Chancery Lane, WC2. 


Management Group: Mr D. L. Brown, of Mars Ltd, 
Slough, Bucks. 


MEETINGS OF DISCUSSION GROUPS 
Cirv DiscussIon GROUP 


'The next meeting of the City Discussion Group of the 
London and District Society of Chartered Accountants 
will be held on Wednesday, February r2th, at The 
Cock and Bottle, Laurence Pountney Hill, Cannon 
Street, EC4, at 6 o'clock for 6.30 p.m. 

The topics for discussion will be: (1) “The articled 
clerk's training period in industry’, (2) “Why become 
a chartered accountant?’ 

New members will be’ welcome, in particular 
members of the Society of Incorporated Accountants. 


SoUTH West Lonpon Discussion Group 


The next meeting of the South West London Char- 
tered Accountants’ Discussion Group will be held 
at The Kingston Hotel, Kingston upon Thames, on 
Monday next, at 6.45 p.m., when the subject for dis- 
cussion will be "Ihe erosion of the tax base'. The 
meeting will be attended by the liaison officer of the 
London and District Society, Mr J. D. Russell, M.A., 
F.C.A. 


NonrH Lounen Discussion GROUP 


The next meeting of the North London Discussion 
Group will be held at 6.15 for 6.30 p.m..next Tuesday 
at The Mason’s Arms, 38 Maddox Street, London, Wir, 
when Mr P. D. Dowell, a.c.a., will lead a discussion on 
“The industrial welfare society’. 


CHARTERED ACCOUNTANTS' HOCKEY 
CLUB 


'The annual match between the Chartered Accountants' 
Hockey Club and the Oxford University Occasionals 
wil be played at the Metropolitan Police Sports 
Ground at Imber Court on Wednesday, February 12th; 
bully-off at 2.30 p.m. The chartered accountants 
expect to put a strong side in the field with four 
county players in the team. 
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INCORPORATED ACCOUNTANTS’ HALL 


Incorporated Accountants’ Hall, one of London’s 
finest buildings, is now for sale as it is considered that 
these premises are too small to house the combined 
staffs of the Institute and the Society consequent upon 
the scheme of integration. 

The Hall, which is situated on the Victoria Embank- 
ment adjoining the western boundary of the Temple, 
was built in 1895 regardless of cost by William Waldorf 
Astor, afterwards the first Viscount, and used by him 
as his home and as the Astor estate office until his death 
in 1919. It became the headquarters of The Society of 
Incorporated Accountants in 1929 when it was pur- 
chased from the Sun Life Assurance Company of 
Canada. 

The architect was Mr J. L. Pearson, R.4., who was 
well known for his ecclesiastical work. The Hall was 
most carefully conceived in all its details, with an 
interior that blends richly-carved woodwork with 
mosaic floors (of marble, jasper, porphyry and onyx) 
and stained glass windows. It suffered severe bomb 
damage in the Second World War but was subsequently 
restored by the Society. 


MECHANIZED ACCOUNTING COURSE FOR 
STUDENTS 


A mechanized accounting course for articled clerks and 
student accountants is being held in Manchester by 
the accountant liaison service of The National Cash 
Register Co Ltd during the evenings of February 12th, 
19th and 26th. 

The first evening will be devoted to an introduction 
to machine accounting and at the second, lectures will 
be given on designing and planning the machine 
system. The course will conclude on February 26th 
with demonstrations of various ways of posting ledgers 
etc. by machines. 

The lectures will be given from 6~7.30 p.m. at the 
company's offices at 89 Oxford Street, Manchester, 1; 
further information may be obtained from Mr G. 
Rainford, A.A.C.C.A., at that address. 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


The following meetings will be held during next week: 


Monday: Visit to the Royal Mint (limited numbers). 

5.15 p.m., at Incorporated Accountants’ Hall, Temple. 
Place, Victoria Embankment, WCa: Introductory course 
lecture on “The chartered accountant's profession’, by 
Mr R. J. Carter, B.COM., F.c.A. (Secretary of the Students’ 
Society). ° 

Tuesday, 5.15 p.m:, at Incorporated Accountants’’ Hall: 
Introductory course lectures on (1) “The fundamentals 
of business’, by Mr R. J. Carter, B.COM., F.C.A., (2) ‘The 
English judicial system’, by Mr P. W. Medd (Barrister- 


at-Law). 


Wednesday, 5.30 p.m., at the Institute: Talk and demon- 
stration on “How to construct a speech’, by Miss H. M. 
Taylor (Principal, Abbey School for Speakers). 


Friday, 5.30 p.m., at Beaver Hall (behind Mansion House 
Station): Lecture on “Trading stock in tax computa- 
tions', by Mr Peter Rees (Barrister-at- Law). 


7, Bam, at Chelmsford: Lecture on ‘Statutory and 
equitable apportionments', by Mr R. Glynne-Williams, 
F.C.A. 


e * 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Results of Examinations held in November.1957 


Held on November 2 61h, 27th, 28th and 29th, I957 
Certificates of Merit with Prizes Awarded 
First Certificate 2 


| Second Certificate of Merit and the Walter Knox Scholarship 
| Rathbone, Sebastian David (K. H. Fisher), London. 
Third Certificate of Merit and the Plender Prize for the English Law (Part I) paper 
Fourth Certificate of Merit and the Plender Prize for the General Financial Knowledge, Cost and Management Accounting paper 


| : Fifth Certificate of Merit and the Plender Prize for the Taxation 
| - Slater, David John Herbert (H. K. Campbell), Bristol. 


| Full List of Names of Successful Candidates 


(in alphabetical order) 

Abbott, P. G. CH. Collins), London. Berry, A. (A. d d London. 
Abdullah, M. R, B. (R. G. Leach), London. Bevan, J. E. Barris), London. 
Adam, C. L. I. (E. A. Mortleman), London. Bickell, B. c W. G. Webb), London. 
Adams, P. J. G. (L. Rank), York. Birnbaum, (D. J. Hill), London. 
‘Agate, R. M. et H Tyson), Brighton. Bikey: x E D Baines), 

Airey, N. (J. Reynolds), Hull. Bloor, J. D R. Ainswo 

\Alderton, D. A. (R. C. G. Tibbles), London. Boa . Q. 'M'Quillin), London 
'Allbut, J. G. (S. R. Edwards), Ki derminster. Bosu, À. (C. . Aveyard), London. 
Allen, D. T. (R. S. Andrews), London. Bourn, A. M. G. H. Piner), London. 

1 A]-Shamri, A. M. H. i Stanton), London, Boutle, G. C. (J. W. Williams), London. 
Anstee, N. K. (B. H. Jones), Reading. Bowder, D. (H. F. Hodson), rd 

on . D. (R. W. ; on, radley, J. S. . Gorman), London. 

Anth H. D. (R. W. Metcalf), Lond Bradley, J. S. (R. W. Go ), Lond 
* Anton, D. (G. E. Jones London. RIEN G. (H. 

Arkley, D. W. (H. C. Kelley), Birmingham. W. A. (C, Yates), Manchester. 
‘Ashton, Cd . Hewitt), Hull Bus t, M. J. (A. W. Brooking), Bournemouth. 
Ashwo MC Ur (F. D. Marshall), Manchester. Broadben p (R. D. Edge), Manchester. 
| aoe: e (Wr. W. Mertens), ER 
| Bailey, A. R. ins), Bexhill-on-Sea. dni 

Bab? ©. A S an. Brooks, F. (IC, A. Millichap), Manchester. 
' Bailey, F. L. QL Daniels), Bolton. E p ' d. cn 
Bain, N. C. (E. E. Wilding), London. Brown G Rive BH Toll, 

Baldwin, D. (R. E. Goddard), Brighton. dads. EHOW A 

Banister, I. A. (N, D. Ednie), Bedford. Ee h a od Wé 

, Bardsley, I. F. F. (J. Bardsley), Newark. B k, J.A.C C.H 

Barker, j D. (G. P. Norton), Huddersfield. lc ig 

Barter, J. H. ( . Robinson), Norwich. Buon A T B A.R 

Bartlett, A. H. P. (H. W. C. Bartlett), London. SC Lr a 

Barton, J. E. (C. B. Brecknock), Nottingham. Butler’ W. D (A EF. 

Beamer, G. B. (F. Cook), Liverpool. MEER s d pora 

Beasley A W (E J er). Nuneaton. DU S. E. a Jayson), London. 

i he ds SE i 

Bell Ke e n L Cie oe Byrne, B. Hts” A. Stallebrass), London. 
, Bennett, A. H. M. (E. Bostock), London. 

Bennett, W. J. (C. Brassington), ie E Callard, A. (A. G. Hirst), Liverpool. 
Bennetts, D. H. (H. K. G. Martyn), T Campbell, C. J. (B. R. Pollott), 
Bennington, D. J. (G Stoughton- erar London. Catlow, P À. an Ci sare 


| Bentley, M. t. J. (A. G. Warne), London. 
E. N. Jacobs), London. 
| Berridge, H. (H. H. Wheatley), Hull. 
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okins, Trevor William Derek (A. Jolly), Hove. 


Anton, David (G. E. Jones), London. 


Cormie, John David (P. A. Bayliss), London. 


Sixth Certificate of Merit 
Coombe, John Robert (H. H. Mason), London. 


Seventh Certificate of Merit 
Parker, Collin David (G. W. Wood), Battle. 


Chatrath, S. S S. (B. ie 


* See aleo Certificates of Merit above, 


Merit, the Institute Prize, and the W. B. Peat Medal and Prize 


Wolverhampton. 
rth 


Murray), Newcastle upon Tyne. 


Se London. 


. Crooke), Birmin 
, Ashford, Kent. 


odham), Middiesbrough. 
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(Miss 
Fyfe, I. R. (A. J. Gray, Junr.), Sunderland. 


* See also Certificates of Merit above. 
. 
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Chatwin, B. (N. J. Wigley); Birmingham. Gardiner, D. K. (H. E. Jenkinson), Sheffield. 
Chaudhuri, P. K. (C. W. Payne), Stroud. Gaynor, J. H. F. (C. D. Smith), London. 
Chittock, M. J. (A. E. C. Hartnell), London. Gertler, H. (J. T. Rutherford), London. 

Clark, A. C. i. M. padan: Liverpool. Gibson, J. B. i ‘Todhunter), Whitehaven. 
Clark, D. g Parent enrith. Giffin, G. E. P. (Sir N. E. aterhouse), London 
Clark, G. W. T. (C. B. Sebire), London. Gillies, A. R. (E. W. Newman), Birming 

Clegg, P. V. AA M; , Manchester. Glass, K. M. (A. F. Chick), London. 

Cohen, D G. im) e), London. Goodkin, D. S B in), Bi 

Coleby, P. R. (D. B. Stretton), Freshwater. Goodman, J. V. (T. W. Selbey), London. 
Collett, C. (N. C. Elligtt), London. Goodman, N. M. (S. S. Morton), London. 
Collis, E. T G. Bissell), Birmingham. Goodston, M. L. (B. Graham), London. 

Cook, J. J R. L. Sladen), London. Goodwin, L. J. (J. P. Moll), London. 

Cooke P. €. H. (A. B. Maclidowie), Manchester. Gorman, T, (N. G. Reeves), London, 

* be, J. R. (H. H. Mason), London. : A. J. Phelan), Manchester. 
Coombes, M. J. (G. Connelly), London. Green, D. J. (H. Topham), Manchester. 

ie, ]. D. (P. A. Baylias), London. Greenshields, R. E. (A. J. Wilson), London. 
Cornish, E. J. (E. S. Dixon), Slough. Greenwood, D. W. (W. T. Bell), Manchester 

Cotton, B. J. P. (F. E. eeu Chichester G Y» ek G. g. C. Weber), Cardiff. 
Crane, M. "DO. W. Saunders), London. Grn D. H. c. t Osmond), London. 
Cross, J. D. (A. A. Moller), London. Grindell P. N. He oung), London. 
Cucksey, J. D. (W. R. Burrough), London. Grove, P. H. EN Coomber), London. 

ingham, K. W B. T. Nicholson), London. Grove, T. J. (E. T. Peckham), London. 

Curley, H. B. (W. E. Dewdpey), Bristol. Guest, D. e Í Flint), Wolverhampton. 
Cutter, E. (C. H. Middleton), Newcastle upon Tyne. , H. Gn er), Cardiff. 

Dalton, G. H. (N. Kirkham), Wolverhampton. eem B. (formerly with J. Burgess, deceased), Stockport. 
iel T P. d: TF. bam) Manchester Hale, ..H. Brown), London. ES 

Dalziel, 'T qu by 

Dancy, A. (R. G. O. Rew), Horsham. Hall, D. N. (K. A. Buxton), B 

Daniel, J. A. ( Sch Langford), Newport, Mon. Hamilton, K. G. E. (F. z SET , London. 
ser, A. J. (E. J. Roff), London. Haqqani, S. A. H. quindi ndon. 

Davies, M. O. ui B. Holden), London. Harding, K. A. (D. F. D. t), Brighton. 

Davies, T'. (H. W. Sydenham), London. Harper, P. J. (O. Furnivsl-Jones), London. 

Davis, J. B. (S. D. Jacob), Birmingham. Harris, G. (E. J. Rogers), London. (William Quilter Prixe and 
Davis, P. c ur Davis), London. the Plender Prize for the A paper. 
Davison, B. G. (E. G. Wilcox), Birmingham. Harrison, C. J. (E. T. Shepherd), Cardiff. 
Davison, W. L. E. (A. W. Slee), Oe (Plender Prize for Harrison, J. (G. H. Murray), Manchester. 

the Advanced Accounting (Part ID) paper.) Hart, A. (H. Percival), Manchester. 

Debe N. J. R. Cuttle), Chelmsfo Hatton, T. (F. Booth), Cheadle. 

Denham, (Miss) E. (T. R Maltby), Leede Hayes, B. G. (D. H. M. Jones), London 
Denning, J. M. D. Œ. H. Wingfield), London. Heath, A, W. W. (L. C. Simpson), Leicester 
Dickens, R. W. (J. B. S. Marsh), Loughborough Heath, J. C. J. W. D. Marshall), don. 
Dodd, A. J. C. (C. O. Skey), London. Helliweil, J. W. E. (P. B. Settle), Colne 
Donnelly, J. (A. G. Oliver), Birmingham. Hcet R. (W. d Brereton), London. 
Downie, J. R (C. Luxton), Bradford. Hewitt, J. H. (R. T. Walters), London. 
Downs, P. S E . Carr), Huddersfield. Herter, D. E. (A. S. K ), Newton Abbot. 
p J. ec B. Richmond), Manchester Heywo M, C. (T. M. Harrison), Liverpool. 

M Hull. Highton, D. (C SEN 

Dunbar, Mj S. H. Sharp), London. Hine, J. 3. (C. A. Haslam), No 
Duncan, A A. . H. Westhead), Stafford. Hohnen, D. L. (P. T. Comber), London. 

(W. Hotad, Londdn Holland, W. H. (C. M. Strachan), Hull. 
Holiway, I. W. NS Boase), Live L 
Holmes, D. G. (W. C. igni Plymouth. 

Eaglesfield, R. (A. F. Kearns), Manchester. Hope, G. M. (L. W. Cro Bolton. 
Edwards, B. (A. B. Plevey), Kidderminster. Hopwood, G. L. (C. J. Stobbs), Mee Shropshire 
Edwards, C. B. J. (S. P. Quick), London. Horne, D. O. (C. G. Brown), 

Edwards, S. C. (D. J. Dunn), Horner, D. S. (J. L. Mawhood), ee 
Elam, I. G. (T. S. Revision), Bradford. Hounsell, N. (M. W. Burrough), Bridport. 
Ellicott, P. J. (A. S. Kennard), Newton Abbot. Howell, A. J. (G. M. Bickerton), Manchester. 
Elliott, P. W. (S. Kitchen), Birmingham. Hughes, A. R. g: v , Manchester. 
Ellis, D. S. (R. D. Fraser), London. Hughes, D. J. (R. B. T. Castle), London. 

Ellis, N. L. (J. N. 'Thu , London. Hunt, R. W. (R. Burman), B 
Ellson, P. W. P. . Waghorn), London. Hunter, J. C. (G. Stoughton-Harris), London. 
Emby, A. T. (R. ] Ford), Mai Hunton, M. J. T. J. a eres). a pooh 
Emerton, P. J. (P. C. Greenwood), Reading. Hutchinson, J. F. G. Clayton), Lon 
Enticknap, G. . A. Tolputt), Guildford. Hyde, K. a S. Wilkinson), Stoke-on-Trent. 
Evans, A. H. C. . McLay), Cardiff, 

Evans, M. R. : (D. H. Stokes), Birmingham. Ingleby, D. (G. H. Eaves), Manchester. 

Innes, C. A. (J. V. F. Crowther), London. 
Farrow, M. (G. W. Cooper), Scarborough. Inns, D. G. (L. W. Gatenby), London. 
Toin P.C. d Harris), London. 
earnhamm, C. P. ennington), Southend-on-Sea, ackson, M. R. A. (E. R , Manchester. 
Fenley, W. L i: (A. J. Barsham), don. ier, M. J. P. E Eeer ee 
Fitton, M. G. L. G Wortley}, Sheffield, affé, R. Goodman), London. 
; D. F. (£. R. Paine), London. Jarvis, D. R. M, in), London. 

Foden, CG, H. (J. C. Howard), London. awett, B. A. (H. C. Ru olf), London. 

Forrest, (Miss) W. P., (W. C. Brodie), London. eacock, D. G. (C. M. Holland), Birmingham. 
Forrester, A. (D. N. Walton), Manchester. efferies, P. C. (W. E. Fitzhugh), London. 
Foster, M. D. E. (R. Dunn), Leicester enkins, G. A. L. (T. A. Furse), Birmingham, 
Fae, J. vd (B Po Bie ing x jos D. S (B. Hon London. 

reeman, a reeman), ces ohnson, D, eatham), Warrington. 
Frier, G. D. (H. A Esden), London. hnso 
Frost, B. (D. H. Williams), Lewes. o n, K. WW. ds La J. Culshaw), London. 


oner, K. G. er . Mayer-Nixson), London. 
ones, A. P. B. ( W. Griffin A, Cardiff. 


Kay, R. H. (P. F. Cansdale), London. 
e K. G. Martyn), Truro. 
Keele, S. C. K. J. K. Black), London. 
Keller, R. H. (H. G. Blank), 
Kelly, J. F. (J. Forsyth), Sunderland. 
Kemp, B. A. (M. E. Hatch), London. 
LEO E em et 
ent, e a e n 
hd J x M. Ealand), Bath. 


wu, Pragnell), Nottingham. 
Kilner, TA. A. (formerly with B. C. Gain, deceased), London. 


Labrey, J. G. (T. A. Taylor), Hy 
p ND SS CER 


Langdale, R. el A UN L. Moe. London. 
Langdon, M. H. (J. M. Walker), London. 
Large, D. J. (D. H. Barnes), Norwich. 
Lattey, D. B. T. (W. E. halite London. 
Laurie, D. L. (A, J. Glass), Li L 
Lawler, M. R v F, wer 


Lloyd, D. E. (G. E. Trn t), London. 
Lloyd, J. D. F Crosland), Huddersfield. 
Lockett, D. C. (J. G. gece Manchester, 


Lockhart, i (C. M. London. 

Locksley, F. W. W. (D. de G. Walford), Stockton-on-Tees. 
Loudon, K. (R. Walton), 

Lovett, B. E. : XS C. Littlejohns), London. 

Lyon-Maris, P. D. (G. L. Fox), London. 

McBride, D. Ke (GG. Po ier, Lond 


A. 

D H. Land), on. 
Manning, M. S. Freernan), London, 
Marchant, L. P. Kandler), London. 
Marriot P. (R. W. Atkin), Sheffield, 

, IX (E C. gen Fe Rochester. - 

I. D. (F. Holt) London. 
Marte M. H A. Sisson), Newcastle upon Tyne. 


Min F. onwa ) EH 
MDC F; (8. Go AX 


ek Ka d ohan ton. 

Sr Ford), dastone. i 
MU R. Gë E A Gouf j, Ge 

SEH A GC (William Cash), London. 
Morris, M. S. (J. Altman), London. 
Morris, R. J. (W. W. Mortimer), London. 
Moss, L. MAL Eradan 
, E. (L. Biggs), Guildford. 
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MIS E £, Spoo gom p), Manchester. 
Murrin, G D) Newcastle upon Tyne. 
Myers, R. A. GE Sen London, 
Nash, C. C. i I. B. Trott), London. 
EE K. A d SECH ect ue 
eate, T * y n. 

Nelson, D. E. g W. Stirru GR Preston. 
Neumann, B. W. (B. E. Pearcy), Londgn. 
Newman, D. A. W. (D. G. Weston), London 
Newman, D. C. (W. A. White), London. 
Nicholson, vC Ms bere Leeds 

F. A. C. de Zouche), Liverpool. 
Noble, J. A. K. Briscoe), London. 
North, D. J. (C. D. North), Batley. 
Nutt, J. A. Ki C. Medlam), London. 
Nuttall, G. V W. Knowles), Cleveleya. 
Nyman, I. (E Jacobs), on. 
O'Donnell, A. (F. J. Cook), puo 
Ogden, L. g: B. P. Williamson), London 

R. (N. D, Grundy), London 


Page, M. L. (R. R. Dewing), Norwich. 

Pan ing, M. J & M. Freeman), Newbury. 
*Parker, C. D W. Wood), Battle. 

Parker, R. H. (G. C. Ames), London. 

Parris, J. s D. Basden), London. 

Parsons, D. N. A. Wi ), Monmouth. 

Parsons, H. L. (G. S. Brunning), London. 

Patterson, i RS (G. Woolfe), Manchester. 

Payne, K. E. (K. Jo , Leicester, 


E 
3 
ti 
ae 
M 
z 
x 


Pursglove, D. W. (A. M. Ben 
Pyne, RP. (V. B i (A. M. Bentley), Bra Wickham. 


Qaiser, F. (S. A. Fabes), London. 


Rabin, A. L. (Wallace Cash), London. 
Raftery, P. J. (G. E. S. Twist), Birmingham. 


NE SCH Bournemouth. 
SC, P. (W. E. O ), London. 
Ricardon, P B. E. (I. V. 


, A. Tudball), London, 
ements), London. 
Robi eB. (T. A. Morton), London. 
Robson, L. (E . B. Evans), London. 
Robson, A. P. EI L. Couch}, Uxbridge, s 
Roser A. Lewis 


Roth, f. uH SE ale 
Rouse, R. M. (O. Furnival-Jones), London. 
Rowe, B. (B. Rowe), Pontypridd. 


ne) (Miss) P. (F. A. Bailey), Manchester. 


Teide E L. (H. C. Cussons), Liverpool. 
Savill, R. S. (F. G. F. Drake), i 


d * See also Certificates of Merit above. 
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Savory, J. R. (B. Franklin), London. Todd, G. E. (H. A Aud London. 
Scruby, B. T. R. (A. W. Dalling), Brighton. Tombs, B. J. (D. H. E. Kahn), London. 
Seaton, P. (R. Piercy), Bi T Tooms, D. R. (F. St J. North), London. 
Secker, C. P. A G. Elmslie), Huddersfield. Toperoff, is) F. A . K. Allan), Newcastle upon Tyne. : 
Shannon, M. J. (H. W. Bagge), London. 'Trapneli, A R. (P. per), Liverpool. 
Sharron, W. (À. Beckman), ndon. : Treanor, J. D. S. (D, R. B. Smith), London. 
Shaw, F. M. (H. Chapman), Rotherham. Truman, H. E. (S. J. E. Truman), London. 
Shaw, P. G. . P. o. Freak, Liverpool. Tumer, M. S. A G. Corbett), London. 
Shedel, B. E. London. Turner, P. G. A. (J. R. Riddell), Shrewsbury. 
Sheldon, I Si ir ere 
Woolley), Manchester. (Plender Prize ` Van der Borgh, J. (J. E. Barris), London, 
"or the E the En (Part I1) paper B. Trott), London. 


er.) V . B. (W. I. 
SE Ee F. Nash), London. (Frederick Whinney Prixe Voie e (E S. D. Bavin), London. 


Plender Prixe for the Advanced Accounting (Part 1) — *Vokins, T. W. D. (A. Jolly), Hove. 
V B 
dät ën REESEN 
idbury, eat), ndon, : 
Silburn, J. C. (F. Goodchild), Ip MEN st e E: È H Sharpe) nue 
SEEN F e EE Walker, J. F. (c. A, Duncan), Leicester. 
er, » Walter, J. (R. S. Wilkinson), Stoke-on-Trent, 
Simmonds, D. A. (G. S. Simmonds), Teddington, Ward, J. R. (D. P. Briggs), Middlesbrough. 
SEW d B Uma = Due € l Watkins, T. L (W. E Wie Ross-on- Wye. 

Sn s des cy brid Watson, G. T. (D, B. Ward), Middlesbrough. 
veras Mi es Hain , rM ge. Waxman, A. (C. Cantor), London. 
eme j. < UTOY POTE Bri Webb, A. J. (C. B. Princep), Wolverhampton. 
Slater, TUE Hate) EE Webb, (Miss) D. (K. J. Salter), Bognor Regis. 
am" Br: E cT e Webb, T. G. (P. D. Webb), Manchester. 

mi OE. QE. È tee A Webster, A. J. (C. A. Hunter), St Helens 
Smith, G. H. (F. W. Etchells), Huddersfield; Weeramanthri, K. (M. A. Citroën), London, 
Smith, K. C. (H. P. Jones), Liverpoo Weller, R. (S. B. Jackson), Birming 
South, P. T. (S. N.E Y, London Wells, A. A. (T. Newman : London. 
Speirs, A. B. (W. Saxelby), pon Welle, G. H. A. (H Dini Blackpool, 
Stanley, B. R. (L. R. Treen), Lon on. Westall, A. J. . Westall), Morecambe and Heysham. 
Stanley, E. W. (E. R. Seymour), High Wycombe. Western, M. I. G. N. Bancroft), London. 
de b ] C. d ev Ca Ge . Wharrie, D. M. (R. Plummer), London. 
Stenkan A. Ww. P Ste Millan) Lond Wheeler, R. T. (A. V. Page), London. 
ae EUM An ate Ed Whyatt, L. B. (J. F. Kinnersley), Bristol 
uu Go M roctor), London. Wickramasinghe, L. S. I. (R. G. Pye), London 

timpson, J. GA. E Limehouse), R Wija iya, P. M. W . Norman), London. 
S ess, B. E. (formerly with T. A. Ry 2 deceased), London. Wilkinson. p (J. C. Luckin) Chelmsford. 
SE M CR Noob) Tos e Wilkinson, M. S. (J. J. Baker), London. 
SE Ee Willcox, E. J. (W. T. Horsfall), Liverpool. 

uthers, G tehead), Manchester. Williams, C. (A. E. Lacon), n), Wolverhampton. 
Williams, D. N. (J. T. Lewis), Birmingham. 
Taylor, B. T. (O. Bun Blackpool. Wee A e uer e. Bandalb, London, 
Taylor, D. M. (J. S e), London. Wiseman D M. (E. J. Stone), London. 
Taylor, S. K. B. (G. R. Lucraft), Brighton. Wolf, A. C. (K. ]. Hilton), South Shields. 
Taylor, S. R. (G. S. Beesly), London. Wood SE H. (N. W. Bell), Darlington. 
Te e, ins R. ipo es qd Buzzard. Woodfine, N. G. (R. Mould-Graham), Newcastle upon Tyne. 
omas, . (P. » London, Woolf, H. E. (I. M. Woolf), London. 
‘Thomas, G. D. (W. H. Parton), London. Woolf, P. J. (K. F. Paine), London 
Thomas, K, M. (A. G. Thomas}, Sheffield. Wratten, D. A. (C. H. Smith), London 
abd eats E ee E D Rp uir 
Thomon H HEP. PLC Ge ee Ga Dee 
Thornton, R. D z M Preston. TED den Wee ^ KSE 
Thurstens, K, J. (G. R. Dawes), Birmingham. 
Tinkler, T. N, (P. E. Thain), s Lynn. Youd, B. M. F. (F. L. Webb), London. 
Tod, ALN. (X. H. Mackenzie), Liverpool. Young, J. M. (A. E. Norfolk), Hull. 
449 Candidates passed. 583 Candidates failed. 
C. Railton Prize for the vam 57 i 
redee Tock (Leeds) (May 1957 tion) 


INTERMEDIATE EXAMINATION 
Held on November 19th, 20th, and 21st, 1957 


Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the Stephens Prize, the Frederick Whinney Prize and the Plender Prizes for the Book-keeping 
and Accounts (Partnershi hip) and Book- GE and Accounts (Executorship) papers 
Ng, Wing Keung (F. S. Young), London. 


Second Certificate of Merit, the Tom Walton te and the Plender Prize Ta the Book-keeping and Accounts (Limited Companies) paper 
ale, Mary Anora (T. Taylor), Liandudno. 


Third Certificate E Merit and the Flight-Lieutenant Dudley Hewitt, D.F.C., Prize 
Carsberg, Bryan Victor (C. A. Chapman), London. 


Fourth Certificate of Merit 
Willings, Malcolm Robert Thomson (E. Caldwell), London. 


* See also Certificates of Merit above. 
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Fifth Certificate of Merit and the Plender Prize for the Taxation and Cost Accounting paper ` 
' Gold, Joyce Isabel (M. Fox), London. 


| Sixth Certificate of Merit and the Plender iue the HIE paper 
Brockington, Colin (J. A. Heacock), Birmingham 


| i Sixth Certificate of Merit 
l Levy, Edward Geoffrey (D. F. L. Cooke), London. 


Eighth Certificate of Merit 
Blackburn, Michael (H. Robinson), Norwich. 


| Ninth Certificate of Merit 
' Nicholson, Anthony Valentine (P. A. Aldrich), London. 
Northam, Philippa Lesley (C. Romer-Lee), London. 


| ` Eleventh Certificate of Meri 
Forbes, David Thompson (R, W. Fostes), Chesterfield. 


Twelfth Certificate of Merit 
Smith, Anthony Melville (H. J. Gittings), Cheltenham. 


Thirteenth Certificate of Merit 
Davies, Roger William (5. A. Common), Newport, Mon. 


| Fourteenth Certificate of Merit > 
Saleem, Safdar (C. Romer-Lee), London. 


| Fifteenth Certificate of Merit 
ca dala pe obert Leon (H. SE London. 
Smith, Roy Charles (J. H. Banfield), London. 


Seventeenth Certi Ji de UR EN 
| Groocock, Trevor Charles ( illiams), Swansea. 


| Eighteenth Certificate of Merit 
, Glenn, Malcolm S. Ford), London. 
m l Rose, John William (L. H. Mitchell), London. 


| Twentieth Certificate of Merit 
Miller, John Axel (W. E. Parker), London. 


| Full List of Names of Successful Candidates 





(in alphabetical order) 
“Abbots, D. D. VA. M. n Newbury. Berry, D. C. (J. M. Selby), London. 
'Ahmad, K E Susman), Lon Berry, J. A. (A. H e London, 
Aiken L. (M. Wheatley SA Manchester, Betesh, D. J. (I. M. Manchester. 
Aldridge, Kit C. Harman), London. Bird, R. L. (R. Fawcett), 1 London. 
| Allen, . (H. E. W. Hinde), Darli Bishop, D . J. (W. G. C. Oliver), Burton-on-Trent. 
Alles, F. L. C. (W. G. K. Ames), Newbury. Bisho KE J. M. (A. P. L. James), Chepstow. 
, Alton, A. G. R. (F. H. Richardson), Derby. * Blackburn, H. Robinson), Norwich. 
‘Andrew, J. P. H. (R. Stokoe), Whitehaven. Blake, M. X . C.F. Blakey), 1 Newcastle upon Tyne. 
' Andrews, M. J. (L. W. gy at ), London. Blaxter, D. (L. C. Pegley), London. 
Annett, P. (J. B. Dunford), Newcastle upon Tyne. Blumenthal, L. (J. M. E. King), Manchester. 
Armitage, M. J. (A, J. P. Smith), London. Boatman, B. R. S. Andrews), London. 
Ashby, A. D. Geen Southend-on-Sea. Boden, J. D. (A. Bleazard), Blackpool, 
Ashby, S. a . C. Holmes), Eastbourne. Bolton, J. D. (A. D. Walker), Liverpool. 
; Askew, (Miss H. ., (E. Watts), London. Boud, D. W. G. A. Barter), London. 
foe blog S. (C. H. March), Cardiff. Bowden, W. L. (À. Neil), Manchester. 
Atkinson, G. D. (J. L. Wannan), London. Brading, L. W. (D. J. Kean), London. 
; Atkinson, R. W. (J. W. Hawkins), Normanton. Bradman, G. M. (C. Fine), London. 
' Aubrey, H. H. J. (J. Bennett), Ross-on-Wye. Bradshaw, E. (W. J. Berry), Manchester, 
Austin, B. W. (E. H. Grant), Leicester. Braid, M. (M. M. Wallworth), Stockport. 
Avibrooke, J. W. (S. Rodin), London. Bramley, B. D. (K. C. Cook), Liverpool. 
| Bresnark, L. (V. S. Craig), London. 
Brison, J, A. (R. Heatherington), Newcastle upon Tyne. 
Bacon, R. M. Mur S. Moore), London. Broadbent, B. a (H. B. Clarke), Manchester. 
Baird, C. W. (T. R. T. Bucknill), London. *Brockingto (J. A. Heacock), Birmingham. 
Baker, A, H. (W. E. Johnson), London. Broderick, eck J. We -H. Walsh), Burnley. 
Baker, J. W. (J. J. Baker), London. Brown, D. R. 0. A. Colvin), iverpool. 
| Barker, G. E. A. (W. G. Densem), London. Brown, L. (S. arwell), Blackpool. 
' Barker, T. (J. Allured), Manchester. Brown, M. (C. Fisher), London. 
Barratt, E. G. (K. J. junnon), High Wycombe. Browning, W. G. (W. E. Thompson), Manchester. 
Barry, T. D. (M. W. H. Lancaster), London. Bryant, P. D. (W. . Thomson), London. 
| Bateman, P. S. (H. C. Kelley), DIEM, Buchan, K. B. (J. O. EE London. 
Batten, N. H. (K. G. Lyon), Liverpoo Buckley, A. Gee (P. R. N. Stewart), Nottingham. 
Batty, C. J. (R. F. Gibson), Launceston. Buckley, C. N. (H. S. Wid ry), Hereford. 
Bayne, M. D. (W. E. Carnelley), London. Burrows, G. E. C. (S. E. Graves), Brighton. 
Bearman, G. W. (E. R. Hyett), London. - Bush, J. G. (E. K. Wright), London. 
Beer, T. J. (H. Lofthouse}, Keighley. Bushell, C. (C. eee) Liverpool, 
Bennett, G. D. (E. B. Orr), London. Butcher, (Miss) J. M. (R. D. Owen), Bath. 


* See also Certificates of Merit above. 


THE 
144 ACCOUNTANT 


Carpenter, D. R, (K. 
*Carsberg, B. V. (C. A. Chapman), London. 
Casatles, J. W. (E. W. 


BE ndor 


Cave, J. ü (M. S. EID, ~on-Thames, 
Cecil-Wright, J. A. (E. P Ge Birmingham. 
Ceeney, gj. 8 Weymen), London, 


Chisholm, D M. Pres 

naon 
Clarke, J. H. Clarke), London. 
Clay, R W. Allott), bra 


A. i K. is B, Sr Leicester. 


Kä H e Torquay. 
Langford) Newport, Mon. 
K. B. Jefferies), Cardiff. 
. S. Harrison), Dewsbury 
SN (N. G. Bascombe), Bristol. 


. B. Cookson), Bi 

; D. C. Webb), London. 

CO A. R. (L. Shaw), Manchester. 
. Wetton), Manchester. 


Crane, P. A. (G. D. Hem London. 
Crawley, D. C. (W. H. Gillings), Southend-on-Sea, 
Cregeen, E. R. (C. Bue, Li l. 
ispe, R. N. (D. A. Clarke), London 
Cronin, G. F. (t T. Finnis), London. 
Croome, B. J. (C. S. Shaw), Birmingham. 
Cropp, H. R. $^ P. Humphries), London. 
c . Denham), Leeds. 
Cushnir, A. . (P. PENES, London. 
Dalziel, 


CR. 
Daniel, R. C. HEN 
M. D. 


y, (C. G Keys), Birmingham. 
Davey, J. S. (A. A F g Redwood), Bristol 
Davidson, T. J. (E. B. Orr), London. 


M. (M. R. Harris), London. 

S. J. (E. M. D. Jones), London. 
Davies, D. A. .T. Cox), London. 

B (G. "Waterworth), Blackburn. 


Davies, R. D. H. Peed), London. 
"Davies, R. W. (S, A. Common), Newport, Mon. 
Davis, B. (M pamm London. 
Davis, y. H. (S. Lever), London. 
Davis, T. C. P. (D. G. T. Crabbe), B ham. 
Dawson, M. G. (C. J. K. Boyce), Gert? 
Dawson, W. B. (H, F. Dauncey), London. 
Deacon, R. W. (Sir N. E. Wat erhouse), London. 
Dennett, J. G. (G. P. Shepherd), London. 
Diviani, M. (C. G. Sparrow), Stockton-on-Tees. 
etra K. (E. G. Clegg), ee 
Dougill, H. T. (J. M. Gal Galt) D 

uglas, C. E. he G. AE 
Drayson, D. G. (H. C. Smith), London. 
Drew, G. C. (H. A. Benson), London. 
Dunn, J. E. S. (F, L. Moulding), Sheffield. 
Dunn, R. S. Ge B. Wallis), Newcastle upon Tyne. 
Dunning, S. (A. H M en), Bristol. 
Dutta, A. (A. G. Hill), London. 
Eddleston, C. T, (T. Stansfield), Colne. 


T, 
Edisbury, B. A. (H. Tunstall), ee 
Edkins, G. J. . G. Frazer), London. 
Ekins, E. W. . M. D. Robertshaw), Eastbourne. 


Eben, J. . (C. A. Smith), Loughboro 
Englan Ka: “Gib D EE 
ree’ J. 


. H. T Hartlepool. 


Evang, B F. O. M. Smith), London. 
Evans, P. G. o: Ewen), Lo Too eH 
Evans, S. N. I. G. Miller), Cardiff 
Evenden, I. S. (À. C. Croft), Hull. 


Fairhurst, D. J: (J. D. Tyrer), Wigan. 
X os H ) 
Faulkner, J. CR H Belan), London. 


C. Kai 
an, L. A doy London. 
Feldman, P. R. 3 . Rose), London, 
dg E. Burton), London. 


dumm F. (W. S. Wicks), Liverpool. 
Ferguson, G. x DUE Pe 
Fergusson, J. A. le), Leeds. 
Fermer, G. J. (F. K. a , Maidstone. 

. B. (H. G. Ash), London. 
Field, B. J. (B. L. Hemsley), Brighton. 


Field, R. S. ée E A. Bendall), Birmingham. 
Fieldhouse, R. (J. W. A. Wilkinson), Lancaster. 
Fine, A. G. (B. P. puc 
Fitchett, K. G.. W. oe done Ste 
Fletcher, A. J. (H. Gray), Oxford. 
Fletcher, D. R. (W. H. M. Isle), Bradford. 
Fletcher, G. (T. S. Fletcher), Salisbury. 
Fletcher, J. M. (L. W. Gatenby), London. 
Fletcher, J. R. WwW. Cooke), utton Coldfield. 
Focke, R A A. (E. R. Hogg), London. 
*Forbes, D. T. E W. Foster), Chesterfield, 

Forster, R. E. (F. Haslam), Warrington. 
Fountain, M. J. (M. S. Barker), London. 
Frame, D. W. (S. W. C. Sprunt), London. 
Frank, C. M, (L. B. Wright), London. 
Fraser, R. W. (S. W. Becker-Jones), London. 
e (M dck GE SZ, däs 
Froggatt, (Miss ow), Crewe. 
Fryer, G. H. d. Bostock), London. 
Galletly, J. M. Philp), London. 
Gaunt, B. M. KE IT an), London. 

, 4. M. d F. Tattersall), London. 
George, D. F. M. (F. Coates), Burnley. 
Gibbs, D. C. (A. F. W. Keep), Reading. 
Gil R. C. (S. M. Duncan), London. 
Gilbey, A. Si H. Shears), London. 
Gillott, A. H. (N. H Stubbs), London. 


tt, ; H, 

*Glenn, M. (R. S. Ford), London. 
. I. (M. Fox), London. 

Goldberg, H. (S. Berg), Southend-on-Sea. 
Goldsmith, W. K. (A. D. Wykes), London. 
Goldsworthy, E. V. (F. W. Barnes), London. 
Gordon, S. (C. A. Gier Sere diae London. 
Gorton, F. (A. Hirst), 


Gorton, J. 8. Kr B. MacIldowie), Manchester. 
Goswami, A. (R. Garner), Twickenham. 
Graham, A. EE M. (D. W. Robertson), London. 
Grand, 5. J. Dessauer), London. 
Gravelius, A. . H. Tyack), London. 

Gray, P L. Owen), Bristol. 


Green, B GN R. M. Filer), London. 


Green, N. T. (W. F. Gallaway), Manchester. 
Greenhalgh, W. M. (N. W. Murray), London. 
Gregory, R. A (G. . Mobbs), Northampton. 
*Groocock, T. C. (A M. Williams), Swansea, 
Gruhn, E. P. J. (å. E. H. Benard), London. 
Gruselle, M. H. (A. J. Wheeler), Exeter. 
Guest, S, C. (C. J. C. Tildesley), Wolverhampton. 
Gutteridge, R. N. (R. H. Jenkins), London. 


Haig, G. D. (D. Oakes), Liverpool. 
Hall, J. D. (I. C. Storey), South Shields. 

R Pa eee London. 

á Leicester. 
H. W. (A. L. Blower), Wolverhampton. 
(H. Rile y), Halifax 

R. J. (H. A. Hutchins), London. 

Harris, J. R. (G. R. Fry), London. 


* Sce also Certificates of Merit above. "e à 
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Harrison, J. R. (R. Smith), Leeds. ee K GR e ru Sea Stourbridge. 
Harrison, T. F. G. (R. A. Duthie), Carlisle. Chermside), Bristol. 
Hart, R. J. M. (J. B. Nicholson), High Wycombe. Ki G, d S DE Alice) London. 

Harvey, P. C. O. (C. L. Woolveridge), London. . Coley), Bournemouth. 
Ha R. A. G. (W. M. H. Nash), Weston-super-Mare. SS 5 CH E Kay), heffield, 
Hayward, A. D. (E, H G Tompkins) London. Kirstein, I. M. isrminon) London. 
Healey, D. E. (R. E - Herin on), B DM BG, ), London. 
Henderson, J. E. (J .N. B ullivant), Manchester. Ski Kn Liv I 
Herbert, B C (E. d Miller), London. SE e 5 (E. e HE wi ld), London. 
Herring, D. (E. J. Wright), Manchester Kwan, C. H. I. Skeet), London. e 
SC W. (H. G. C. Haering), London Kyle, P. J. (C. J. Robinson), London. 


* See also Certificates of Merit above. 


* 


‘Hicks, A. W. N Green), Sudbury. Lakoufis, N. N. (S. T E oka d Birmingham. 
Higgens, A. C. E. (A. P. W. Simon), London. . Lamb, G. C. CA SE Newcastle SECH Tyne. 
Hiu, S. (R. Barnes), Manchester. Lancaster, R. S as Liverpool. 
Hitchenor, W. D. (D. W. Hobbs), Bradford. Landau, M. R. de M. Coh ien London. 
\Hodgkinson, B. J. (G. C. F. Shackleford), London. Lane, P. (N. J. Millard), London. 

Holiday, G. R. (H. A. Astbury), London. Lassman, M. A. (W. R. Malvern), London. 
‘Holland, C. G. (R. Law), Liverpool. Laurie, A. H. (J. Radstone), London. 
| Hollingworth, A. P g . A. Hill), London. Law, B. (J. Lamb), Newcastle upon Tyne. 

olyoak, A. M. (D. S. Evason), Shrewsbury. Lawrence, D. GK? . ]. Baker), London. 
Hookins, P. M. (L. D. Morse), London. Lawton, I. J. (R. Watson), Liverpool. 

i Hooper, J. C. M. (E. F. G. Nettleton), Bradford. Leeke, J. H. D. (J. A. C. Weber)? Cardiff. 

! Hopkins, R. D. D. P. Gibbs), London. Lees, J. R. M. (J. P. Clayton), London. 

Horn, P. J. A ji Manchester: Lees-Jones, W. R. (D. L. Chaplin), Manchester 

| Horton, D. (M. E. ith), London. Legge, R. H. (T. S. Holloway), Wolverhampton. 
Hosier, D. J. (M. H. C. Tarrant), London. Leon, A. J. (R. Y. Ta ylor), Manchester. 

‘Ho V I. T, (F. E. Antill), London, *Levy, E. G. (b: F. E Cooke), London. 

| Howard, G. A. (R. McNeil), Hove. Lewis, J. R. (L. R. Lewis), Luton. 

Howarth, G. W. (W. Bell), Bolton. Lewis, W. D. G. (C. G. Brown), a inum 

| Howes, R. H éi T. Comber), London. ‘Lightfoot, G. (C. F. Savage), Warrington. 
Howland, W e), Manchester Linlebury, : 1. D. B. (W. S. Wicks), Liverpool. 
Howlett, R. (C. W. Smith), Ipswi Llewell mith, C. L. (e W. Dadswell), London. 
Hubbard, R. M. (D. J. Brannan), London. Lloyd-Jones, M. ier J. ), Bournemouth. 

' Hughes, D. R E. Evans), Chester. ELE N. (W. T. Horsfall), Liverpool. 
Hughes, E. G. (E Everett), London. Lomax, R. 'T. Ak H. L. Davies), London. 
Hughes, H. g Hockaday), Liverpool. Long, P. D. (M. G. E ), akenham. 

Hull, P. C. ve T. Slade), Birmingham. ngcroft, P. M. S. (K. W. SC London. 

i Hunt, N. J. F. (R. W. L. Eke), London. Loy, C. A e De Birminghami 

| Hunziker, R. F. (L. Blakie), London. Lucas, A. (W. T. Wi Haat London. 

Lyndon, P. W. (G. E. A. Bendall), Birmingham. 
! Ibbotson, P. C. (D. C.. Norris), Blackburn. 
' Ingham, J. (T. Albinson), Ashton-under-Lyne. , McCabe, J. E. (T. G. anko Manchester. 
, Inglis, R. S. (J. A. Greenacre), Birmingham. McDonald, Mi J. (H. McDonald), Birmingham. 
: Ingoe, D. (W. S. Rainbow), Newcastle upon Tyne. MacDougall, J. M. (L. R. Elcombe), London. 
, Irons, "S. L. (C. H. I. Chown), Ilford. Macfarlane, P. F. (A. G. Touche), London. 
“l Tabell G. G. A. Rich McMorrine, D. W. (J. R. Hague), Oldham 

| Drac N. "o SE McOwat, T. R. H. (H. Bolton) s. 
srae : s da Re Fi, (FX , 

| 0, ees Madon, 8. R. (T. W. Pickard), 

| Major, P. J. KE P. L. jenes Chepstow 

! Jacobs, G. M. (W. A. Byars), lands Majzub, F. (C. O, Seby), i 

acobs, L. H. (C Beck), Manchester. n, A. J. (R. J. H. Eagle), London. 

| Jaffery, M. R G. James), Cardiff, Mann , C. T. (L. O'B. Deacon), London 

ames, G. W K. King), London. M , K, (H. M. Westcott), London. 

' cei P. L. (A. N. Hollis), London. Mansfield, G. E. B. T. C. Reid), London. 

| Janes, I. R. e. A. Millichap), Manchester. Margolis, G. E. (C. Wallington), London. 
oce (Miss) D. (C. H. aikan), London, i Marks, L. G. (R. O. White), London, 

, ay, C. (R. Goorney), B Marsden, P. G. (G. C. Hollowell), London. 

, Jenkins, D. H. (G. B. Watson), Oxford. Marshall, J. D. (J. wien), Middlesbrough. 

| Jenkins, F. C. (A. R. Knight), London. Mason, (Miss) A. (P. J. Madge), Southampton. 

| Jiggins, G. A. W. (W ing), London. Mather, J. S. (P. J. Y. Tehring), don. 

| RR G. V. (G. K. Singer), Bridgend. Maton, G 5. H. C. Stanley), Bi 

ohnson, D. R. (C. H. Appleby), London Matthews, D. G. (K. C. M n), Burton-on-Trent. 
| Johnson, I. S. (F. T. Wright), London. May, A. J. (W. L. Solon), Worcester 
ohnson, N. (E. Moss), Accrington, Mayhew, T. O. m Wright), London. 
onn B. L. (J. R. Hayes), Llangollen. Mayle, J. F. (E. W. Watts), London. 

| Jones, C. P. (H. W. Norman), London. , B. A. PO, W. Milledge), Poole 

' Jones, D. G. (P. E. Wallis), Liverpool. Mehta, A. S. (J. J. Lopian), Manchester 

| Jones, G. M. A H Jones), Swansea. Millar, K. M. an Norris), London 

| ones, K. S. (J. F. Butlin), London. *Miller, J. A. (W. E. Parker), London. 
sce M. C. (R. M. Bradburn), Liverpool. Miller, M. J. F. de G. Ash), London. 

| ordan, C. J. (G. H. B. Cox), Burton-on-Trent. ` Mills, D. G. g. Mo at) Lonin, 

ordan, (Miss) J. M. R. F F. Inch), London. Milne, C. P. C. (G. H. Heaton) Birmingham. 
ordan. M. J. (K. C. Makinson), Burton-on-Trent, Minshull, W. T. G. (C. D. Anderson), heltenham. 
| ukes, R. W. S. (R. G. Leach), London. Mitchell, G. D. (F. by), Manchester. 
Mitchell, J. D. B. (R. E. Carey), London. 
; Mittal, D. P. SS . Newman), London. 
| Kemp, T. G. (G. H. Dodsworth), London. s Modi, S. A. e Fenton), London 
Kennington, T. G. (R. Grimble), London. Mole, A. J. (M. C. Holt), London. 
Kermode, H. W. (W. C. Cull), Southampton. Moore, K. & (A. G. Hirat), Liverpool. 
| Kerr-Shep J. B. (E. L. n), London. Moore, P. G. (H. J. R. Roffe), London 
Khakhria, V. e ER E ndon. Morgan, C. H. (R. H. Jeffs), Pontypridd. 
Khan, M. A. (P. . Bryan), London, Morgan, D. C. (R. M. Peat), London. 
Khan, M. R. (W. I. B. Trott), London. Morris, G. B. (E. D. Mile), etam 
i 
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en), 


ottram, 
Muddiman, D. M . (N. d wn Wigley), Birmingham, 
Murad, E, H. (A. A. Badia), ee 


Murray G. E. Janes), London. 
Naboum, M. E. (I. G. de Mesquita), London. 
Neale, B. G. (D. P. Giuseppi), ure 
N T. A, a: J. L. , Watford. 
Newman, M. È . (W. L. Norman), London 
Newman, R. À. dëi T. Snow), London. 
Newton, D. H. (D. A. J. Draper), London 
Newton, I. D. S. Stafford), Manchester 
*Ng, W. K. (F. S. Young), . 
Nichols, W. P. (N. G. e Exeter. 
*Nicholson, A. V. (P. A. Aldrich), London. 
Nicholson, F. E. E. iR W. Ae ), Cheltenham. 
Keis ane r ; e SE London, - 
del A . (E. ooding), Birmingham. 
Nossek, G. N. (M. Lond 


3 . N. Bassett) Weg 
D. M. R. eme Ep on, 


. (A. R. Brackenri 


wards), Birmingham. 


dede 
Hi 
ZOU, 
E. 
aU. 


jd 
re 
z 
i 
; 


E 
z 


"d 
8 
c 
3 
o 


Bn 


porno 
EE 
mL 


RE 
8 
S 


E 

5 

P. OST 
zz 

Q 

Zee 

3 

B 

B 


IO 
E 
& 
p 


«1 
$ 
be 
Ee 
REB 
Gala? sm 
d 
i8 
A 
i 


. Evans), Coventry 
jttlejohna), Londen. 
Coupland), London. 

. B. Guettier), London. 


E 
: 
I 
E 
L 


Quail, Gd le — B. "reri i 


DS? R. E. Seet Newport, Mon. 


Se $ . H. Worth), Northwich. 
A" A. J. Morris), London. 


, W. S. C. (R. W. C. Dunn), Birmi 
Richardson, B. E. (F. H. G. Tompkins) London. 
Ridges, M. J. (J. M. Harvey), Li n (Plender Prise for the 
Gen 7 e paper.) 


Rind, M. S. (FL Gould), London. 

Robinson, A, E. S. ( O. R. K. Barnett), Andover. 
Robinson, D. A. ce. Bullock), Hanh 

Root, N. D. (J. T. Isherwood), London. 

Roper, À. D. (R. H. Cave), London. 


*Rose, J. W. (L. H. Mitchell), London. 


Roy, M. K, ÇP. W. Kier 


S. (C, Romer-Lee), London. 
Salkeld, D. S. (W. R. Dawson), Penrith. 
Sanders, R. G. W. G. R. Chappell), Ilford. 
Satchell, J. H. (R. P. ), 
Saun LD I, Pooles), Richmond, Surrey 
Saun . D. (J. C. Ma or), Li 
Schofield (V. Matthews), ter 
Scholey, F. G. (P. G. Jordan), Sheffield 
Scott, K. L. Le W. Dsvies), 

F. (D. N d 


Setchell, P. A. (J. R. D. Bushell), Harrow. 


Shaw, K. (R. G. Carter), London. 

Shaw, R. (H. B. Johnson), Oldb 

Shenoy, J. K. e W. G. Joicey-Cecil), London. 
Set K. J. (A. N. Chapman), 

Shinton Lu E. Armston), W 

Short, D ` G. Fox), Southampton. 
Siddall, M. E. (J. N. B. Millican), London 
Sievers, F. R. (G. Carew-) Soe London. 
Silverman, B. H. Marks), London. 


Silverman, S. C. (B. M. Rothmer), Manchester. 
Sitaram, N. (B. Manners), London. 
Sitch, D. C. (W. N. Andrews), London, 


eSlowe, H L. , London. 
^. 8meeton, R. ( aleaford) in inis 
"Sa EAS ag Millicham ) obrera Ded. 
, Wo 

S dE H. Hart), Bristol. 
Smith, G. (A. S. igby), Chor 
Smith, J. A. H, (H. R. Stacey), London. 
Smith, Quer Bed ), D 

*Smith, R. C, (J. H. Banfield), 
Smith, V. e Mourant), London. 
Smith, V. D. (C. W. ), Birmingham. 
Sones, J. S M. C. Simpson), Leicester. 
Sparkes, T. (J. B. Butterworth), Bridgwater 
Stalworth, P. d Ki G. Webber), er. 
Stanafield, J. 1. (I. C. Griffiths), Manchester. 
Stanworth, A. D. (W. Parker), Burnley. 
Stephens, J. A, (E. J. N. Nal ), London. 
Stichbury, R. C. (R. FE. Inch), don, 
Stockton, J. C. (R. J. Stockton), Chester 
Stone, P. C. (W. W. Bigg), London. 
Stott, J. A. S. Norris), Manchester. 
Stovold, B. S. C. (W. R. Middleton), London. 
Stretch, J. L. (F Harris), London. f 


* See also Certificates of Merit above. 


February Ist, 1958 





ham), Bradfo : S i 
. F, G. Nettleton), Bradford. Watts, M. A. (b. G. Gordon), Bournemouth. 
A. ), London. Webb, (Miss) 


G. (^ C. Warne), London. Wild, G. D E. Coulthurst), 
P H . A. Letts) ndon. Wilkins, D. L. (A. H. Rodwell), Preston. 
(Tite, A. C, (K. C. Lindsay), on. Wilkinson, J. M. (L. K. Wilson), Mée 
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. Frost), D s . E. : 

F. W. Sheraton), Brighton. Window, I. A. (A. L. Rowles), Lóndon. 
Wi f N Wi Ga WEN 

| Vaidyanathan, V. (M. G. Miles), London. OMAD JEANA T T AE E : 

Venner, M. J. (F. J. Thompson), Exeter. Wood, ye 4 1 m Ee 


Wood 3 S. > 
Kay), Manchester. Wood, R. A. a" D. lade) Maidstone. 


Za 


TR 





Wrennall, D. L. (P. N. Taylor), Manchester, 
! Wallace, J p: O. (S. P. Wilkins), London. Wydell, ei A. id Seier London. 


.(O » 
allis, J. R. A. (J. H. Rhodes), Leeda. 
Walmsley, G. (F; W. Langley), Liverpool | Re Ee LR MN 
Wates, H. R: ( W. Penwilb, London. Young, R. N. (c. H. athan), London. 
Watkins, G. A. (P. A. Bridger), Birmingham. | Zain, M. (B. I. Rainey), London. 
D. A. dr F. Hague), London. E Ziorin, G. C. (G. J. Myers), London. 
* See also Certificates of Merit above. 

626 Candidates passed. 694 Candidates failed. 


PRELIMINARY EXAMINATION 
Held on November 13th, 13th, 14th and I 5th, 1957 


Fall List of Names of Successful Candidates 
(in alphabetical order) 


| Allen, M., London. Fellowes, M. D. D., London. Newby, P. Q. J., Twickenham. 
Fletcher, J. K., Solihull. 

| Bland, M. N., Manchester. Overton, J. L., Derby. 

e Li N. Rochdale. laden M. A., Chesterfield. 
i on. arris, J. Prestage, P. A., Lond 

. G., Mirfield, Henderson, W. E., Hebden Bridge. S one 

: emos Schofield, P. F., Oldham. 

sena ar a gessi A.G. S. Li , A &mith, D. M., Gerrards Cross. 

Connah, M. T. on. ones, ; Tir qi Stonehouse, B. H., Kidderminster. 

. uth. 


B 
B 
Butler, 


B., Manchester. e ones, C. R., B Strang, W. R., Dartmo 


| ‘Keith, G. J., High Wycombe. , | 
Derby, M., Dukinfield. Kickland, J. Beber Thangarajah, S. S., London. 
| Dewar, R. D., Sanderstead. Klage, G. C. W., London. Thevarajah, V., London. 


Massey, P. J., Hazel Grove. Whitfield, e H., Smethwick. 
Elliott, G. N., Hale. Mitchell, T. J., Halifax. ` Wootton, K. D., Bradford. 
37 Candidates passed. = - A 75 Candidates failed. 
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à Deloitte Prize for the year 1957 . 
Stonehouse, Brian Henry (Kidderminster) (November 1957 Preliminary Examination). 


Summary of Results 


| Final. Intermediate Preliminary Total ` 
| Candidates Successful — .. Se js 499 626 37 1,162 
| Candidates Failed .. " "mn 583 694 yg 1,352 





Candidates Sat. >.. ° .. T .« . I,082 1,320 112 2,514 


H 
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THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND 


Results of Examinations held in December 1957 


FINAL EXAMINATION e 
(Second Division) 


As a result of the examination held on December 9th, 10th, 11th, 12th and 13th, 
1957, the undermentioned 159 candidates passed the Second Division of the 
Institute's Final examination. Their names appear in alphabetical order and are 
followed by,the names of the firms of the masters to whom they were indentured or 
assigned, an asterisk indicating a candidate who qualified for the Institute's Final 


examination certificate. 
* Abercromby, E. J. (Finnie Dieu pos & BAL Glasgow. *Friend, B. J. (Peacock & Henry), Glasgow. 
Alston, W. M. ( idaton, Go gow. . *Gallacher, J. elson, Gilmour, Scott & Co), Glasgow. 
* Anderson, W. (Games Mann E e» T e e Gillespie, A. (Ritchie & Holmes), Greenock. 
*Abrighi, L. (McFarlane, Hutton & Patrick), Glasgow. *Gillespie, W. C. (Peat, Marwick, Mitchell & Co), Glasgow. 
SS m D o AS Cessford & Sons), Edinburgh. 
*Beaton, J. F. (Anderson & Menzies), Kirkcald ei Mair), G w. 
*Bell, M. M. (Kidston, Goff & oe) ), Glen * Gordon, J. (Dingwall, Peden & Henderson), Edinburgh. 
*Benson, R. B. (W. J. M. Kean & Co), Edinburgh. * Green, A. D. H. (Lindsay, Jamieson & H dane), Edinburgh. 


*Bentley, M. T. (Thomson McLintock & Co „bondon 


*Beveridge, R. M (Davidson, Downie & M , Glasgow. SE C. M. (McAdam & Shaw), G 
*Borthwick, D. L. (MacLean, Brodie & Forgie), C lasgow. *Harpe WW e Wires Stirling & SU Gë 
*Boyd, J. P. (J. Wright Robb & Scobie), Glasgow. tHe i e G. B. Davies, Lochhead & Co), Glasgow. 
gedd, R. J. O. (Brown, Flemin Bis E & on London. *Hodge, R. (E. W. Brown), Edinburgh. 
Bromberger, . N. (Esterson Levy Ow. *Hunter, R. obertson & Bios). Glasgow. 

Brown, G. G. Mea McAlister & Mc Nena EE *Hutcheson, D. (James Cram & Sons), Dundee. 
ee (Miss) . (Barstow & Millar), Edinburgh. 
ore Veit Simus EE "eege, J . A. Wighton & Crawford), Edinburgh. 
E EE 
Buchanan, A. L. (R. C. Kolman 8 Shimele) Aberdeen. *Key, G. J. G. (T. C. Garden & Co), Edinburgh. 


*Burton, H. (George A, Touche & Co), Lon on. 


«Lee, G. G. (Reid & dos Glasgow. 
«Caldwell, G: D; (Kerr, Macleod & Macfarlan), Glas wetted oe MESE SEN Glasgow. 
(cud Poe DT. "Grid. GN EE SE Glasgow. Lindsay, A. B. (Nelson, Gilmour, Scott & Co), Glasgow. 
* Carson, I, M. (Reid & Mair), Glas : s 
*Cassie, R. A. (Jas. Henry Reid & | & d Aberdeen, *McArthur, R. (Smith & Williamson), Glasgow. 
*Chalmers, K. M. (Craston Thomson & Allison), Glasgow. *McBain, J. (G. & J. McBain), Aberdeen. 
*Chalmers, R. S. (Mann, Judd, Gordon & Co), Glasgow. *McCrostie, er ccm & Tait), Edinburgh. 
*Chapman, George D Aberdeen. *McDonald, C. M. (William Bishop & Co), Edinburgh: 
Club DB (hed & Malo) *MacGregor, R. H. (W. S. Brown, MacDonald & Fleming), 
e Condo R- F. (Ritchie & E Greenock. Edinburgh. e 
* Cooke, J. S. (McFarlane, Hutton & Patrick), Glasgow. McGurk, P. (William Duncan & Co), Glasgow. 
“Cosgrove m (Taylor & Ireland), Gla *Macindoe, R. m Stirling & Co), Glasgow. 
*Cowan, G. (Bo M Mn Whitelaw & E GEN Edinburgh. *MacInnes, A. da or & Ireland), Glasow. 
*Cowie, "A & Duna), Aberdeen. e McKendrick, R. KS Easton Simmers & Co), Glasgow. 
*Cox, R. A OH dani &i Co), Kilmarnock. *McKinn homson McLintock & Co ),London. 
* Craig, (Miss) M. H. (Baird & Macmillan), , Glasgow, *McLeish, 95 N Miller, McIntyre & Gellatly), Dundee. 
*Craig, P. W. T. (Wilson, Stirling & Co), G *McLellan, W, L. (Ritchie & Holmes), Greenock. 
* Craigie, T. B. (Miller, McIntyre & Gellatly) Perth. *McLennan, S. (Mann, Judd, Gordon & Co), Glasgow. 
“Crawford, E. O. (David Stathiz & Coy Glasgo EE E 
Strathie & Co), G ; acna our eas 

TNT ot Ted i ‘McNab, (Miss) BM (Mitchell & & Smith), Glasgow. 
*Davidson, A. A. khart & acnalr raham, Smart & Annan), Edinburgh. 
*Davidson’ «B: NC '& Mai) Cee ren *McQua e, J. O. (Kelman, Moore & woe lasgow. 
*Deuchars MAE eise & Menzies), Zeg Ad, E, Garden & Co), urgh. 
*Downie, J. (A. & J. Robertson), Edinburg » A. Brown Co. London. 
*Duncan, A. (McLean, Brodie & Forgie, ow. Wierke m "Price Med eds CO Lon don. 

Dunn, T. B. (Mann, Judd, Gordon o a asgow. *Mann, W. M. (Alexander Sloan & Go), Glasgow. 
*Eager, T. (William J. Young & Brown), Glasg Me y SZ E & Col Edin ie 
*Espitalier-Noel, B. (Peat, Marwick, Mitchel fe Co). London „Mathison, W E G. (W.A; LA. Wig tn & Crawford, Edinburgh. 
iller l 

*Finlay, J. ti qo ohn M. và Co), Edinburgh. *Milliken, J. ee abe & e EE Glasgow. 
*Finnie, J. W. Brown), urg *Minnis, E. P. (Roberston & Brown), Glasgow. 
Fitzgerald, A M. di (Boe Fi eming p Murray), London. *Morley, R. (Wm. Home Cook & Co» earl urgh. 
*Flemin g J. A. Q. (Scott-Moncrieff, Thomson & Shiells), Morris, S. ale McIntyre & "Dundes, 

Edinburgh. cass : B. (Mann, Judd, Geer ' Co), Glasgow. 


! 
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! 


E i Se KEE McLintock & Co 


, Glasgow. 
& Paterson), 

cu J. B. H. (Carter, Greig & Co), Edinburgh. 

*Nimmo, D. A. (J. & R. Morison & Co), Perth. 


*Park, FHL, CR cott-Moncrieff, Thomson EE EE 
*Pnrker, T homson McLintock & Co), Glasgow. 

Ke y 5. (Peacock & Henry), Glasgow. 

~*Paton, (Miss) S. (Wilson, Stirling & SE Glasgow. 


; *Patrick, D. (H pap & Co), Kilmarnock. 
- * Patterson, due C. (Hardie & Rowan), Greenock. 
'*Paulin, A. F. M. Martin Currie & Co), Edinburgh. 


oores, Carson & Watson), Glasgow. 
*Peebles, M. G. As e. Philp & Co), Dunfermline. 





| *Pollett, M. H. G. (Boyack, Whitelaw & Aitchison), Edinburgh. 
*Raitt, C. J. C. (Moody Stuart & Robertson), Dundee. 
*Reid, N. M. (Rattray Brothers p E France), Glasgow. 
*Richardson, R. J. R. (A. G. & ee GE 


*Rintoul, A. L. (Geo. T. Clunie & $ & Scott), Edin 

*Ritchie, I. (Wardhaugh & McVean), Ge 

*Robertaon, En aterson & Steel), Glasgow. 

| *Rome, G (Hourston, Macfarlane & Co) AUN: 
*Ross, K. G. (Moores, Carson & Watson), Glasgow 

Eech . W. (Turner & Houston), Glos. 


| |*Scott I. J. (A. G. McBain & Co), Glasgow. a 
*Scott, I. M. (Andrew J. Dobbie & ao Edinburgh. 
*Scully, R. M. (French & Cowan), Glasgow. 
*Shaw, M. A. (Craston Thomson & Allison), Gl 
*Sinclair, N. W. (Hourston, Macfarlane & oi, G IU. 
: 
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*Sinclair, R. G. R. (Geddes, Beaton & videor Edinburgh. 


Sinclair, S. (X deeg & Jet uideri" 

*Smart, |y Millar), s 

* Smith, (Mile "Mein & Gellatl D ae 
mi homson cLinto 

*S ith, M xm & Co), 


ay, B SEN Co), Glasgow. 

A. (Nairn, Bowes & Craig), cr kd 

ini D. G. H. (R. C. ' Thomson & Murdoch), Dundee. 
Irar, omson McLin ? w. 

*Sto A. C. (Th McLintock & Co), Glasgo 


*Taylor, J. W. M. (W. P. & J. ts Scott), Edinburgh. 


*Taylor, P. A. (John M. Geoghegan & Co), Edinburgh. 
*'Taylor, W. J. C. (Geo. T, Clunie & Scott), Edinburgh. 
*'l'homson, G. O. (Alexander Sloan & Co), Glasgow. 


*Ur rcd 2: D. M. (W. S. Brown, MacDonald & Fleming), 
*Üsher, FC (Alexander Siain & Co Glasgow. 


*Whitelaw, C. M. S. (Chiene & Tait), Edinburgh. 
*Wilson, A, S. Dapur Brown & Gray), Edinburgh. 
*'Wilson, D. L. (T. W. & R. N. Ge dinburgh. 
SE ue I. (E. H. Hene LR & McIntyre), Glasgow. 


» 9. Brown Ma cDonald & Fleming). Edinburgh. 
SC K. E , Peden & Henderson), Edinburgh. 
*Wylie, R. M. (Wylie & tton), Edinburgh. 


* Yorston, R. (Girdwood, Allison & Logan), Ayr. 


INTERMEDIATE EXAMINATION 
(Second Division) 


As a result of the examination held on December 12th and 13th, 1957, the under- 
| mentioned 153 candidates passed the Second Division of the Institute's Intermediate 
examination; their names appear in alphabetical order and are followed by the 

names of the firms of the masters to whom they were indentured or assigned. 


Adam, J. (Norman MacKinnon & Co), 5 

Adamson, R. A. (McLachlan & Brown), Glasgow. 
Adamson, R. W. Eis & Ireland), Glasgow. 

Ahmed, S. R. U. Kerrell Brown & your Edinburgh. 
Anderson, ]. W. a Meston & Co), A 

Andrena, I. R. (Mackay, Irons & Co), De 


cn . N. (Chiene & Tait), Edinb 
Bley RY H d . Y. Finlay, Robertson & Londen. 
d, D e beer, Marwick, Mitchell & 


no L W. C. (Russ, Ferguson & MacLennan Glas, 
Brown, S. J. (Moores, Carson & Watson), Glasgow. 
Brunton, i g . & R. Morison & Co), Perth. 

sea , (Stuart & Stuart), Dundee. 


—ampbell, A. D. tonem McLintock & ee der 
ish, B M. (Martin Currie & Scott), Edin 

Cus 6 E (Thomson McLintock & Co) GE 

Carrick, G. W W. (Menn, Judd, Gordon & Co) Glasgow. 

Carruthers, T. (Wallace & Somerville), Edinburg 

Cooke, I. I. J. (Peat, Marwick, Mitchell & Co), m 

Craik, I. W, (Robertson & Brown), Glasgow. 


Denholm, G. F. (McCosh, McLachlan & Co), Glasgow. 
Dibble, T. (Reid & Mair), Glasgow 
Docherty, G G. C. (Mitcheil & Smith), Glasgow. 


Dover, J. H. (Craston Taanon & rin Glasgow. 
Drummond, x ae , Edinburgh. 
Duncan, W. M. ax dur ), Motherwell. 


Elder, D. B. (Henderson & Loggie), Dundee. 
Ellis, DH (Fraser, Lawson X lane) Glasgow. 


Ferguson, W. S. EE Ferguson & Co), Glasgow. 
Bede J. A. T. (Rattray Brothers, Alexander & France), 


Ford, awe (Henderson & Loggie), Dundee. 

Forgie, D. C. (Rattray Brothers, : exander & France), Glasgow. 
Forrest, D. L. (David Strathie & Co), Glasgow. 

Forrest, R. F. (Romanes & Aitchison), Edinburgh. 

Fraser, 1. D. (Turner & Houston), Glasgow. 


Gair, M. M. (Wilson, Stirling & Co), Glasgow. 

Gellatl Ferra 8. (Moody Stuart & Robertson), Dundee. 
Gibb, E (Wallace & ores Edinburgh. 

Glashan, Ux I. Games Milne & Co), Aberdeen. 

Glass, D allace & Somerville), Edinburgh. 

iur J. Ne ohn McCallum Watson), Glasgow. 

rindlay, (Mies) J. (McFarlane, Son & Co), Glasgow. 


Harkness, J. W. (W. J. M. Kean & Co), Edinburgh. 
Hashmat-Husain, S. (Moores, Carson Watson)! Glasgow. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 Hnes) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Hay Drummond, R. V. (Brown, Fleming & Murray), London. Porteo a W. (J. Douglas Henderson & Co), Edinburgh. 


Heiton, R. F. (W. A. Wighton & ATRE Edinburgh. Pringle, N. J. (A. T. Niven & Co), Edinburgh. 
Henderson, J, M. (Davies, Lochhead Glasgow. 
Hill, L. S. (Peacock & Henry), Glasgow Rait, A. P. (McClelland Ker & Co), Glas 

Hollock, E. J. (Wilson, Currie & Donaldson), Glasgow. Recordon, . L. W. (George A. Touche & Co), London. 
Holterman, ix (Kerr M. A Ke ohn p Watson a re lasgow. Reid, J. G. (Nelson Gilmour SCH & Co), Glasgow. . 
Houston, J. lasgow. Reilly, C. J. (John Carey), Airdri 
Houston: M SE ‘Marwick, Mitchell & Co), Glasgow. ^ Richmond, W. W. (McLay, McAlister & McGibbon), Glasgow. 
Hoey. R. E o p Stirling & Co), Gi OW. - . Robertson, J. J. B. (Paterson & bese) Glasgow. 
Howie, J. C. F. Wa ie Guild & B , Glasgow. . Roy, A. T. (Dickson, Middleton & Co), Stirling. 
nor PD cha M E EE & dorm lec ow. 

unter, on tewart), Samuel, & o 
Husain, A. (Moores, Carson & Watson), Glasgow. Bandi e ord Ge en & leas) G Wi 
Husain, I. See McLintock & Co), Glasgow. haikh. Y. M & C. M. Davidson € Fes SEH Edinburgh. 


im t: a Stirling & Co), G 


Inglis, J. W. (A. C. Philp & Co), Dunfermline. Sh ore, J. (Russ, di eens eer =), Glasgow, 
SACRE M. H. (John M. Geoghegan & Co), SEN Sinclair. W. aim Bowes & Craig), Glas S 
oscpt G A. (Kerr, MacLeod & Macfarlan), Glasgow. Slater, J. o J. Bird & Co), Dundee. go 

Keeley as A. (Parker, Lawson & Stevenson), Glasgow. Ge Ce S (Walker & Walker), p 

Kerr, W. I. (Robert G. Morton & Son), Edinburgh.  . SCH m (Peacock & Henry 

Key, B. 8, (Moody, Stuart & Robertson), Dundee. ch eradane Hon & Pad rc, Gl 

ee SE oe SE E Co), 2ieges Strachan, E . A. (Peat, Marwick, Mitche slangon Glasgow. 

. Tenby d ur ars Stirling & Co), Glasgow. 

Lang, J. J. W. Jarvie & Co), Glasgow. 
ang KAN ann add, Gordon & Co), Glasgow. Thain, D A. (A. & J. Robertson), Edinburgh. 

Lauder, G. hr Moores, Carson & Watson), Glasgow. Than „E. (Wm. Home e 9» Edinburgh. 

Laurel, D. A. (Smedley, Rule & Co), onm e, (Helen M. Lowe) 


Thomson, A. S. (Dickso Lë & Co), Stirling. 
Levitus, R. S. (S. Easton Simmers & Co), G , n, 
Lo, E. K. C. C. „Thomson, & Murdoch SE Tomney, D. A. (Russ, Ferguson & MacLennan), Glasgow. 


Tully, G. A. (French & Cowan), Glas 
Lorimer, (Miss) J. W. (Millar, Thomson & Dunlop), Glasgow. Turnbull, A. M. G. (Andrew J. "Dobbie & s Edinburgh. 


Macbeath, A. (Barstow & Millar), Edinburgh, Turner, J. H. L. (Wilson, Stirling & Co), G 
MacCallum, M. (Turner & Houston), gow. 
MacDougall, H. (Peacock & Henry), Glasgow. ` Wade, A. S. (Alexander Sloan & Co), Glasgow. 
McGhee, J. G. (Leo Higney & Co), Glasgow. Walker, T. M. (Mackie & Clark), Glasgow. 
McGregor, J. S. M. (Thomson McLin & Co), Glasgow, Watson, R. (Kerr, MacLeod & Macfarlan), Glasgow. 
Meee dr unter Smart & Dickison), Edinburgh. Watson, R. G. (Moody Stuart & Robertson), Dundee. 
McKay, J. (f. M. Kerr & Lindsay), Greenock. White, J. (Ferguson & Vost), Glasgow. 
MacKenzie, d D. C. (Kerr, MacLeod & Macfarlan), Glasgow. Whyte, A. S, (Thomson, Jackson, Gourlay & Taylor), Glasgow. 
MacLaren, G. M. (Thomson McLintock & Co), Glasgow. Winning, B, T. (Johnstone, e & Millar), Dunde 
RN DRE SEE COE UE EE r 

A cLa ster cGibbon), Q n rown 
Mea P. A. (Neil, F 1 arton & Co), Glasgow. Wright, C. D. (Miller, McIntyre & Gellatly), "Dundee. 


W, J. (W. D. Johnston & Cad cael Elgin. 
M e A e Grahams, Rintoul, Hay, Bell & Co), Glasgow. Young, R. B. (Don & Stewart), Dundee. = 
Maria | ib E ons 
son, otiring Zahid, M. A. i ; ‘ 
Matheson D. (Rod erick MacLean & i [pM EE Wee re dd 
Mercer, VW (A. W. Maclean & Co), Glasgow. 


Miller, D. R. (James & J. H. SE reenock, 
Miller V AS b hand B. & Ca) Buin im 
er rown S urg 
Mitchell, D. T. (Thomas Kelly & Co), Glasgow. ANNOTATED TAX CASES 
Maa j Games T Ee "Aitchison, Edinburgh, Edited by Roy BORNEMAN 
w n), ur 

Moore, J d MeLintock & e G i E ERO : ps - 

Orris, elson, our, Scott Publish each month. Reports come Tax, 
Morrison, ard R. ise McAlister & Vë, Glasgow. Surtax, Profits Tax, E.P.T., Death Duties and Stamp 
oe ee ae Duty Cases decided in the Courts of England and 
Morrison, W. C.C C. (Mitchell & Smitb), Glasgow. Scotland. The contain ad lucid of 
Napier, R. A (J. Harley Hepburn & Co), Kirkcaldy. the cases and a report of ee aes together 
Neave, C. P Has A, Jeffrey & Co), Aberdeen. with explanatory notes on the 
Newbi, T. (Geddes, Beaton & Co) DLL 
isch? SE Moffat & Co), Falkirk. SUBSCRIPTION 30/ PER ANNUM 
Oxby, R. (Smith & Williamson), Glasgow. ` (post fres) 
Palmer, E. (Walter & W. B. Galbraith), Glasgo GEE & CO (PUBLISHERS) LTD 


Pickering, D. H. (Peat, Marwick, Mitchell & Co), London. 27-28 BASINGHALL STREET, LONDON, EC2 
Pittman, P. (Thomson McLintock & Co), Glasgow. 





MOTOR — FIR E — CONSEQUENTIAL LOSS 


CAR & GENERAL Gë L^ 


83 PALL MALL, LONDON, SW1 
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THE SOCIETY | 
|. OF INCORPORATED ACCOUNTANTS 


(In Voluntary Liquidation) 


Results of Examinations held in November 1957 


! FINAL EXAMINATION Parts I and II 


Honours Candidates (2): 


: First Certificate of Merit and a Str James Martin Memorial Prize 
Crosbie, Terence Marley (with W, A. Deevy & Co), Waterford. 


Second Certificate of Merit and a Sir James Martin Memorial Prize 
t Blessitt, Malcolm (with Peat, Marwick, Mitchell & Co), Leeds. T 


Full List of Names of Successful Candidates - 


i (In alphabetical order) 

Abel, C. W. E. (with W. H. C. Wayte), Loughborough. Cookson, O. T. B. der Baker & Co), Northampton. 
Ainsworth, L. N. (with F. Geen & Co), S Stoke on Trent, Coombes, J. F. M. (with Westlake, ark & Co), Southampton. 
Allen, R. W. (with Peat, Marwick, Mitchell & Co), London. Cooper, E. J. (with Slater, Chapman & oe) London. 
Allen, T. J. (with Keens, Shay, Keens & Co), London. Cornish, R. (with Chas. W. Rooke, Lane & Co), London. 


gei T. Ge with Herbert Armstrong & Co), Newcastle Cor, J. L. (with Eoo Warren & Furler), Newton Abbot, 
Craven, C. B. (with J. A. Kinnear & Co) 


MR : SC with Soper, Davidson & Co), London. *Crosbie, T. M. im W. A. Deevy & Co Co) weg rd. 
APD with Greaves & Co), Newcastle upon Tyn Cross, (Miss) G . B. (with Bicker, Son & Dowden), Bourne- 
je P EPA EE E Go), London. Mae SC J. (with R. W. G. Taper), P 
O, wi rothers ; Liverpoo Cruse, wit aper), Paignton. 

Ashton, R. A. (with Farr , Rose & Gay), London. 
Atkinson, J. (with Sansom, Bell & Co), Darlington. _ A Danskin, P. (with George A. Robinson), Gateshead. 
Atkinson, W, J. (with W. F. Atkinson), Sunderland, Davies, B. C, (with W. G. & D. G. Evans & Co), Cardiff. 
August, R. C. (with Reeves, Gothard & Farries), London. Davies, K. H. (with G. L. Chick & Co), Cardiff. 

; Day, C. C. (with Kingston, Smith & Co), London. : 
Backhouse, B. D. {with Boaler, Fim & Hurt), Nottingham. Duxbury, K. (with Armitage & Norton), Leeds. 

wi e, Russe 0), London. 
Barnes, M. F. G. (with Slater, Dots & Swann), Cambridge. Edwards, p - (with E. F. Kellett & Co), London. 
EN M. (with Eric Phillips & Co), I London. Ellis, D. with Stephenson, Smart & Ke Scunthorpe. 
Bennett, A, S. (with P. G, Heslo , London. Emsden, K . (with Alliott, Make jar te London. 
Bennett, M. de (with Maurice Thei & Co o), London. Enderby, R . (with Pickard, Penny & Co), Lee 
SEH H. "ett, S Kater Wee S Se Tree Fletcher, H. (with Wheawill & Sudworth), Leeds. 
Bicker, R. J. wih p Peat, Marwick, nee arn & rh London. Fowler, N. (with Bolton, Wawn & Co), Sunderland. 
Bickerton, R. (with James Grimwood & Co), London. Franklin, I. H. (formerly with D. J. Brass, Scott & Co), London. 
Billinghurst, R. F. (formerly with A. Hornby & Co), London. artin, Quin 
Binns, D. R. (with Lithgow "b Nelson & Co), Me Ge e ee Ma & Co), See 
M MN ) 8. A. (with Deloitte,, Plender, ths & Co), Gillen, Mur (formerly with Maurice chee & Co), Dublin. 
n with Brown, Butier 0), 
dee DT ith Viney, Prios & Gone) Tondon. Ginsbeng J. J. (vit Bernard Goodwin & Co), London. 
fe J. R. (with Derbyshire © co) Lenton. Sle DD Ge P AN rod onu 
Bradburn, D Raw Jonn Hacer. & rer Wigan: Grant, G. H. (with A. & E. Law & Co), Walsall 
Braint, R. E. Carr, Braint & ohnson), Leicester. i Grant. J R ( ard of inland SE Coventry 
Bramwell, J. W. E. (with Morrish Walters & Co), London. Griffiths, F. A. (with Woolley & Waldron), Southampton 
Brinsmead, P. D. {with C. F. Middleton & Co), London. Grist. I. 'G. (wi Welford, Sco & Co) London. xd 
Brown, C. T (with Mer Mir & Goodyear), London. "o T 
re E K. J. (with F. E. Hoggarth & Co), Kingston upon Hallam, eevee Bere a Co), Leicester. B BR 
ess, with Norfo awsey acton-on-Sea. 

Burke, R. M. (with Craig, Gardner & Co), Dublin, Harper, T. J. d Kimpton, Holland & Co), Newport, Mon. 


p M C. R. (with Baldwin, Billington & Co), Black- Herrin, N. (with John R. Korn & Co), London. 
à : C. (Board of Inland Revenue), Coventry. 
Butcher, J. B. (with Sprague, Nicholson, Morgan & Co), London. Hart, N. C. P. (with Keens, Shay, Keens & Co), Luton. 
Hartell, A. (with ‘Thomas May & Co), Leicester. 


Callis, S. apes i Nyman Libson, Paul & Co), London. Hawkins, B. EL (with Keens, Shay, Keens & Co), Hitchin, 
SE Ek e Dest, Marwick, Mitchell & Co), Newcastle Hearnshaw, P. ^ me SE Seys a aon): Bar pum. 
Carter, F. J. (with D. P. Newell, iro & Co), Kidderminster. Fight Re ae CON Wiles Ee Cay. Candee: 
pene J: with Lerman & Cash) dum Ro 'C. gan Eric Phillips & Co), London. 
Cave, A e Davies Bros. & - qe Holoban, M. V. (with Fitzpatrick & Honan), Limerick. 

Cave, M. E. F. (with Baker & Co), Northampton. Hornby, Mies) E. M diss John Hee Blackburn. 
Cha EC J. (with Keens, Shay, Keens & Co), Bedford. Hughes, À. (with Kevans & Son), D 
Cli G. (with Haswell Bros.), Chester. Hunt, A. T. (with Kemp, Chatteris & A Go. London. 
Collins, R. P. om Ashworth, Moulds & Co), Burnley. Hunt, J. A. (with Wells, Richardson & Co), Sheffield. 
Collins, R. F. (with Pawley & Malyon), Lon on. 
Colvin, J. G. (formerly with Winter, Robinson, Sisson & Benson), Jackson, R. D. (with Gordon Hawley & Co), London. 

| Newcastle upon Tyne. Jenkins, D. G. (with Deloitte, Plender, Gri the & Co), London. 


Cooke, E. S. (with J. A. Kinnear & SH Dublin. Jones, R. V. (with Bryden, Johnson & Co), London. 


T s . e D See also Honours. 
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Bees W. (with Ford, Rhodes, Williams & Co), London. Renny, N. F. (with Button, Stevens & Witty), London. 
rdan, J. O. P. (with Radford, McColl & Co), d UE Robins, E. d Edward Myers, Clark & Co), London. 
Robinson, with Thomas Smith & Sons), Glasgow. 


Kemp, H J. us Rowand & Co), London. 
Bentington, . F. (with Mellors, Basden & Mellors), Notting- Salton, T. (with Oliver, Mackrill & Co), Hull. 


Sargent, J. H. (with John Potter & Harrison), SER 
Kor B. d with ez Mitchell & Co), phase n upon Tyne. Scanneil, E A (with Harold Thom , Baxter & Ce), London. 


Kerr, J. F. E. (with H. A F. esci Sg erpool. Schryber, I. D. (with Daniel Rose Co) London, 
Kilburn, A. G. (with Ogden, Hibberd Bull & Langton), London. Scott, E, T. (Ministry of Housing and Local Government), 
King, N. S Gn Deloitte, Plender, Griffiths & Co), London. Leeda. 
Kirkham, M. R. (with K. FL A Knight), Abergele. Pragae J. (with P Coles & Co), Watford. 
, A. J. Gwith Braint & Johnson), Leicester. 
rims F. M. (formerly with Sorab S. E & Co), Bombay. Shec D ]. (with Maurice Sheehan & Co), Dublin. 
8, A. (with Stoy, Hayward & Co), Shelton, d ES J. (formerly with E. H. Shelton), Kampala, 
Landsman, A. C. (with C, Neville Russell & Co), London. U E 
puc D. (with Baker & GD) Northampton. has. fi (with A i & Ruscoe), Shrewsbury 
(with Beck, Ross & Co), rinde Sherwood, R. Joshua Wortley & Bons) s Sheffield. 
Laurie Ze Gh S. R. Fuller & Co), Shinn, D. M. (with vith Stephenson, Smart & Co), King’s Lynn. 
Legg, SA A (with AP leby & Wood), EE Sim, À. (with McIntyre & Co), Glasgow. 
Marshall, Hoare & Chandler), Guernsey. Skan, J. O. F. (with a Welle Weller & oy), Worcester. 
Leslie, 3 [OM Bowley Pemberton & Co), London. Slowey, B. A. (with Purtill & Co), Dublin. 
Lewis, N. C. (with Schofield & , London, Smith, A, W. (with J. D. Ayrton & Co), Halifax. 


Livesey, R. (with Mumford, Haywood & rumpton), Kidder- Smith, M. J. (with Keens, Shay, Keens & Co), Luton. 
minster, Soi R. (with Wade Hustwick & Sons), Bradford, 
Lye, R. J. (with Chantrey, Button & Co), London. Se G Se Fredk. & C. S. Holliday), Leeds. 
G. W. (with Rawlinson, Greaves & Mitchell), 
McCleary, W. (formerly with Henry V. Olver & Co), Belfast. 
McKinneley, I. (formerly County Treasurer's Department), Susi, E. with Joseph Carr, McCracken & Co), Newcastle 


pon Tyne. | 
McLeod, W, R. (with Baker, Sutton & Co), London, Steele, R, (with Lodge & Winter), Truro. | 
Mathie, J. F. (with Fleming '& Black), Glasgow. Stevens, . J. K. (with Eric Phillips & Co), London. 
Monu, G. O. (with Cassleton Elliott & Co), London. Storr, D. A. (with Hodgson, Harris & Co), Hull. 


Moore, R. SC (with Peat, Marwick, Mitchell & Co), Liverpool. Swann, B. E. (with Lovewell, Blake & Co), Lowestoft. | 
Morgan, R. us Thomas Forster & Co), Manchester, 


| 
Moser, G. (with E. A. Woods), lorthampton. Tarn, S. I. (with Jewitt, Sparrow & Swinbank), Stockton-on- | 
Muldoon, S . P. "on Griffin, Lynch & Co), Dublin. Tees, 
Mullen, M, J. (with Henry M. urphy & Co), Dublin. Taylor, G. D. (with Frank Harrop & Co), Manchester. 
Taylor, N. (with Wells Richardeon & Co), Sheffield. 
Nelson, W. L. (with Alfred E. Pugh & Son), Newport, Mon. Tear, D. ur with M heron Timmins & Ednie), Bedford. 
Newby, D. A. (with W. H. Walker & Co), Jouglas, 1.0.M. 'Thomas, W Ge (with Wes iue. Clark & Co), outhampton. 
'Thompson, TF. . (with Deloitte, Plender, Griffiths & Co), 
Oladeinde, S. À. (with Knight, Bland & Co), Ilford. London. 
Oldale, D. L. Ate Hibbert, Sier, Woods & Co), London. Thornhill, (Miss) M, P. (with Stephenson, Smart & Co), 
O'Neill, J. e with Martin, Farlow & Co), London. King's Lynn. 
Osborne, R (with Harmood Banner, Lewis & Mounsey), Thornton, A. R, (with Boyce, Welch & Co), Bradford. 
Liverpool, Thornton, G. A. (with Bensusan-Butt, Eves & Co), Colcbester. 


Toms, D. C. (with Malpas, Simmons & Co), Bournemouth. 
Palin, M. J. (with Cooper-P Hall, Fay re Co), Derby. Turnbull, I. S. (with Prior & Palmer), Nottingham. 
Palmer, I. G. (with V indue e uge, Turpie, A. (with Slater, Chapman & Cooke), London. 


n J. L. (Accountant General's Denise Kampala, Twyman, B. C. (formerly with Crick & Bussell), London. 
Tyler, R. H G. (with Hunter, Jones, Halford & Co), London. 
Per ral $ B. J. (with F. C. R. Moule), Nottingham. 
Phillips, E. (with R. Harold Hughes & Co), bU = taff, A. (with Cooke & Staples Parker), Mansfield. 
EE (with Wynn Llewellyn, Davies & Co), N ; sh, 4 P. (with J. A. Kinnear & Co), Dublin. 
D. wb Peat, Marwick, Mitchell & Co), rH W W. J. (with Deloitte, Plender, Griffiths & Co), London. 
Se D. F. (with Farr, Rose & Gay), o Wardle, R. (with Blackburns, Robson, Coates & Co), Leeds. 
Pizzey, D. A. A. (with Midgley, Snelling & Co), London. Warren, J. (with, Lithgow, Nelson & Co), South 
Poffley, C. F. (with Edmonds & Ge Portsmouth. Watson, D.C ads Holmes, Price & Co) Stee 
Pond, D. F. (with Layton-Bennett, B ilingham. & Co), London. Welbourne, C. E. (with Larking, Larking, & Whiting), March. 
Power, B. D. (formerty with Whitehill, Marsh, Jackson & Co), “ae” W. (with Herbert Armstrong & Co), Newcastle upon 
ndon. 
Pratt, R. T. M. (with E. T. Collins & Son), Bristol. op tons J. S. M. (with James A. Winnington & Co), Belfast. 
Price, S. A. B. (with Fred J. Ault & Co), Birmingham. Wood, C. (with J. A. is & Co), Barnsle p PES 
noe M t with Pickard, Penny & Co), 
Quartey-Papafio, E. A. (with E. S. Webb & Co), London. 3 Simpson, Wreford & Li London. 
Wäer: (Mise) iota Cassleton Elliott & Co), London. 
Ralph, B. D. (with Lindsay, Jamieson & EN London. Worth, A. G. Ge, B Jones & Co), Mai enhead. 
DRE. 5 J. (with Croudson & Co), Woulds, W.L n Ogden, Hibberd B & Langton), London. 
Ransome, P a orma dis Baker, ded T S London. Wright, R. L. (with Ken. Chatteris & Co), London. 
Read, J. L. ( L. (with A. orthcott, Lyddon & € & Co), Plymouth. Wight R H. [with Derbyshire & Co), London. 
Redsell . (with Gales & Co), ravesend 
Reid, J. R A. (with Viney, Price Sr Goodyear), London. Yates, A. (with J. A. Plumpton & Co), London. 


Summary of Results 


FINAL 
SSS END EM d PI CD SSS 
Candidates Parts IB II Part I1 Part II Intermediate 
Passed $us ee 8 159 208 291 
Failed Si 20 202 179 379 


Twelve candidates who sat for s I and I of the Final examination satisfied the examiners in Part I only. 
Three candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part II only. 
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Pay Packet Proposals 


AVING successfully piloted the Cheques Act through 
Hs last year, MR GRAHAM PAGE, M.P., has now 

turned his attention to regularizing certain methods of 
paying wages for long rendered impracticable by certain inoper- 
able sections of the Truck Acts. At present, wages to manual 
workers are invariably paid in the coin of the realm and no part 
of the net wages due may be withheld. Mr PacE's bill?, which 
will come up for second reading on April 18th, provides for pay- 
ment of wages by means of a bank transfer or by a specially 
crossed cheque for payment into the employee's bank account. 
These methods would not be used without the employee's 
consent and, to save local tradesmen becoming amateur bankers, 
the issue of encashable cheques would not be permissible. ‘The 
bill also proposes that, again with the workman's consent, the 
employer may pay wages in notes only, the odd shillings (under 
ten) and pence being carried forward to the next week's reckoning 
and that the employee working at some distance from his base 
may be paid by money order or postal order. 

In a leading article on the subject of paying wages by cheque 
in our issue of November 24th, 1956, we expressed the opinion 
that the all but forgotten provisions of the Truck Acts, however 
necessary they may have been when they were promulgated, 
were no longer appropriate to present-day industrial conditions. 
We therefore welcome Mr Pacz's remedial measure with two 
practical reservations. The first is the point — mentioned in our 
previous article — that the banks would have to provide additional 
facilities to make the scheme workable and would naturally expect 
to be remunerated. Would thé workman be prepared to accept 
the service charge which would be debited to his account? 

The second point concerns the suggestion that the odd shillings 
(under ten) and pence should be carried forward to the next pay- 
day. The expected antagonism of the trade unions to this proposal 
could easily be circumvented by the alternative convention of 
paying to the next complete ten shillings above the net sum due. 
At least one large industrial unit now pays each man's wages to 
the next whole pound and makes the necessary adjustment in 
the following week. No complaints about consistently owing the 
company a amall sum of money are ever received from the worker 
himself and even the most zealous trade union official, after 
searching the Truck Acts and his conscience, would be hard 
put to it to find anything oppressive or technically illegal in this 
sensible practice of ‘in for a penny, in for a pound’. 

1 Wages Bill. H.M.S.O. Ad net. 


-154 


THE 
- ACCOUNTANT 


- February 8th, 1958 


ACCOUNTING FOR INFLATION ` 
An Appreciation and Criticism 
= 0t byA.R. MUTTON, F.C.A.(Aust.), B.Ec.(Sydney) 


N his article upon this subject 1n The Account- 

ant of October sth, 1957, Mr J. F. Allan 
“A suggested that the problem of determining 
real profit is to be solved through proper handling 
of: the- movement of capital (not. only paid in 
capital, but also profits. retained). I agree. How- 
ever, I share the opinion. of Mr A. W. Bowen 
(The Accountant, October. 26th, 1957) that Mr 
Allan was in error when, despite strict adherence 
to his determination constantly to: have capital 


recorded in up-to-date £s, he left his fixed | 


assets recorded in £s.of the years of acquisition. 
‘I am deeply convinced that there are no 
significant ‘difficulties ‘at’ all in solving this 


SHAREROLDERS’ FUNDS ` 
Capital paid up: 
In'1906 : 
3» 1948 
Profits retained: 
| Jn 1poB | .. 
TAS 1911 
(and 80 on) 
E" 1956 


Stocks at market 
`. Debtors (less provisions) ` 
* Cash | 
-Less All Liabilities 
FIXED ASSETS 
Larid, at cost in 1907 


Buildings, at cost of £10,000 in 1920, less 1 per cent per 


annum flat depreciation : 


,' Plant, at cost of £20,000 in 1950, less 10 per cent per annum 


flat depreciation 


Ner ASSETS corresponding to Shareholders" Funds above .. 


No dividend was paid or provided fora at December 31st, 1956. | 


the whole of his life. | 


318t, 1956: 


problem, except the difficulty of finding that 
little bit of free time required to allow intellect 


to have a look over the ramparts of habit, and 


except also the difficulty of acquiring that little 
bit.of courage which will permit professional 
conscience to push false pride aside and allow us' 
to.say that none of us has ever prepared a sensible | 
balance sheet and profit and loss account in 








What I say hereunder is aadel to show how 
easy the correct procedure is. 

Here are the balance sheet figures of a com- 
pany at December 31st, 1955, and December 





| 








i 

| 

February 8th, 1958 ' 
. Our first job is to get the December .1955 
balance sheet stated wholly in £s of December 
I955 vintage. The index figures (the monetary 
cost t of ee we want out of life) are: 


5 1906 - 100 
1907 100 
1920 200 
| 1948 300 
1950 330 

1955 400. . 


+ The journal entries required at December 
318t, 1955, are: 

















, Clearance. Account for Money Value Z £ 
Changes .. Dr. 35,000 
To FPaid-up Capital 35,000 
Conversion of paid-up capital from old 
-£s to {£s of December 31st, 1955, 
| vintage. 
| Paid-up Index 
in Old | Change New 
£ £ 
c amid 
1906 10,000 ioo 40,000 
400 
1948 15,000 A00 20,000 
, £25,000 £60,000 
;Sundry Fixed Assets .. 
'To Clearance Account for Money 
Value Chan 14,621 
. Conversion of cost of land and residual 
costs of other fixed assets from old 
£s to £s of December 31st, 1955, 
vintage. 
Land ` Ge .. Dr, 6,000 
At cost in 1907 Së , £2,000 
z As now converted: ` 
400 
! a X £2,000 .., . 8,000 
£6,000 
‘Buildings ..  ..  .. Dr. 6500 
| Depreciated cost id £s of 
" 1920 , .. 6,500 
| An now. converted: - 
á T x £6,500 . 13,000 
d £6,500 
‘Plant... i D .. Dr 2,141 
Depreciated cost in £s of 
jd 1950 : .. I0,000 
| As now converted: - 
, TUM £10,000 .. 12,121 
| 339 
| , £2,121 
: | Retained Profits. . Dr. 20,379 
Ge To Clearance Account for Money 
Value Changes 20,379 


: Being debit balance e remaining on latter 

‘account as result of two preceding 

: entries now transferred so as m delere 

: from retained profits all errors accumu- 

lated therein since 1906 as a result of 
rical cost accountancy. p 
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» Having: posted all such entries, we shall have 
all balances on the books at December 4íst, 1955, 
in up-to-the-minute £s. The figures will be 
shown a little later. 

How about December 31st, 1956? The figures 
given for 1956 (third and fourth columns in the 
preceding balance sheet above) must be viewed 
as pro forma only. Those for capital, retained 
profits and fixed assets will, of course, never 
reach the books because the adjustments made 
to those ledger accounts at December 31st, 1955, 
will destroy the historical cost foundation for the 
1956 figures so far quoted. 

Having come to December 31st, 1956, we note 
that the index has gone up'from 400 at December 
318t, 1955, to 440. SR back we go to the journal: 


£ £ 
8,962 ` 


Clearance Account for Money Value 
Changes "d Dr. 
To Paid-up Capital (i8 per cent of 
£60,000)  .. 
vn Retained Profits vs bé cent E 
£29,621) : 
Being conversion of irons of sháre- 
holders’ funds from £s of December 
318t, 1955, to £s of December 31st 
1956, vintage (index having moved up 
from 400 to 440, i.e. 10 per cent). 


Sundry Fixed Assets .. . Dr. 
To Clearance Account for Money 
Value Changes - di 

Being conversion of book amounts of 
fixed assets from £s of December 31st, 
1955, to £s of December gist, 1956, 
vintage (index having moved up from 


3,312 


. 400 to 440, i.e. 10 per cent). . 


10 per cent of £8,000. 
IO per cent of £13,000 
IO per cent of £12,141. 


8oo 


1,300 


1,212. 





Profit and Loss Account (1956) Dr. 5,650.. 
To Clearance Account for Money 
Value Changes 
Being charge made against for 
SE to keep intact (in real te = that 
part of shareholders’ funds existing at 
December 31st, 1955, which was in- 
vested in net current assets, viz.: 


5,650 








£ 
Stocks v ee .. 55,000 
Debtors is .. 27,000 
Cash . I,000 
8 3,000 
Less All Liabilities E 500 
£56,500 


Index uie from 400 to 440, 
Le. IO per cent. ` 


om - This entry necessarily je 
learance Account for Money Value 
Changes at a nil balance.) 


e 
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SC Ge . "E 
Original Cost in - 1920 £10,000 


Converted to £s of December ` 


318t, 1956, vintage: 


440 
ae of £10,000 £22,000 
1 per cent thereof £220 
To Plant .. ; Sg 
Original cost in 1950 £20,000 
Converted to £s of December 
318t, 1956, vintage: 
4490 
— of £20,000 26,666 
330 e ee 
IO per cent thereof £2,667 


Now, I hope, we are all clear to state the correct 
balance sheets at both of the selected dates and, 
of course, to show therefrom what was the profit 
for the year. Below are the-figures: 


SHAREHOLDERS’ FUNDS 
Paid-up Capital: 


25,000 Shares on hick £1 each Sag full nominal 


amount) was paid in the past 
Retained Profits: 


At December 31st, 1955, in corrected form (£50,000 less 


£20,379) 


Plus 1o per cent to care for Money Value Change for 19 56 


Less Loss for 1956 


CURRENT ASSETS 
Stocks at market 
Debtors bon provisions) 
Cash ! 


Less All Liabilities 


Land, at cost converted to current £s 
Buildings, at cost, less EE converted to current bs 


Plant (likewise) vx 


E 
2,887 
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ater. The profit or loss is therefore: 


Shareholders’ funds at December 31st, 1955 .. 
Plus 10 per cent to convert such funds to £s 
of December 31st, 1956, vintage n 


Shareholders’ funds at PEE stet, 1956, 
in £sof like vintage . 


Decrease in shareholders! funds 
Less Dividend for the year .. 


2,667 


Loss for the year 


February 8th, 1958 


£ The 1955 balance sheet is in £s of December 
Ist, 1955, vintage; that of 1956 in £s of a year 


89,621 
8,962 





98,583 


96,146 





2,437 
Nil 





£2,437 


This loss is, of course, already shown in the 
1956 balance sheet- the reduction in retained 


profits. 


'The historical cost balance sheets given earlier. 
show that the historical cost profit for the year 
was £4,000 (the excess of 1956 shareholders’ 
funds of £79,000 over those of £75,000 existing 
a year earlier). The reasons for the difference of 





1955 
(All in December 
gist, 1955, £5) 


* 


m £89,621 


1956 
(All in December 


31st, 1956, £s) 


62,600 


8,800 
14,080 . 
10,666 





i 
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ba ug between that pronti and the true loss of 

£2,437 are: Ss ech 

| The absence from the historical cost profit and . zx 
loss statement of the amount required 


(10 
. per cent) to keep intact shareholders' funds 
of £56,500 invested in net current assets at 


December 31st, 1955 Ves oes a .5,650 
The historical cost depreciation charge of , 
£4,100 (£100 buildings, a plant) 
' A expressed in old the charge of 
| £2,887 in .1956 e (Lazo build- 
8 | ings, £2,667 plant) — e, 2787 





| | P £6,437 





| The management of the business illustrated 
_ above is in a position to suggest that its job is to 
| = a fair profit on shareholders’ funds of 













































































carn a fair profit on £98,583 (£66,000 plus 
. £32,583). What management complacencies are 
hidden by historical cost records of shareholders' 
funds? I wonder how many businesses in West 
Germany have their land and buildings recorded 
in marks of 1910 or 1920 vintages? i 
| | What is the sense of a business reporting a 
| profit of £4,000 when.a little simple arithmetic 
a hows that, without any dividend being paid, 
| oti are worse off than they were a year 
to the extent of £2,437? What is the effect of 
such report upon investors whose only aim in life 
is to channel their funds into those business units 


i | 
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which, by turning out the best profits, show 
where efficiency is greatest, demand.is strongest 
and room for more capital (employable profitably) 
is widest? 

How can negotiations be sensibly con- 
ducted when a business which has made a loss of 
2:5 per cent on proprietor's funds employed 
(£2,437 on £98,583), is reported to have made a. 
profit of 5-3 per cent (£4,000 on. £75,000)? Then 
there are price (profit) control, income tax, valua- 
tions (on a yield basis) of businesses and shares 
for death duties, customs duties, excise duties, 
bounties, the respective rights of life-tenants and 
remaindermen, various profit-sharing arrange- 
ments, national income statistics. All of these 
matters involve consideration of profit and most 
of them involve consideration of the percentage 
relation of profit to capital (proprietor’s funds) 
employed. What profit? What capital? The 
profits and the capitals round about those which 
Mr Bowen and 1 have in mind or those computed 
upon the assumption that our measuring unit 
never changes? I have been asking accountants 
for years to demonstrate to me just one meaningful 
purpose which is served by historical cost account- 
ancy beyond the point of the trial balance. So 
far I have not received an answer. . Perhaps. 
English accountants know the answer. I wish 
they would put it on record. 


oo Contral of Debtors 


| 
| | by RONALD J. BENSON, A.C.A. 
| 


appeared in The Accountant of January 4th; a 

method was suggested of providing a monthly 
analysed list of debtors from mechanized ledgers. 
It was assumed that a certain amount of non- 
mechanical annotation would be necessary, but 
actually the whole operation can be performed 
| mechanically. The following describes a system 
. successfully introduced twelve months ago into 
a business with a fast-moving trade and a large 
number of sales ledger accounts which necessi- 

| tated constant supervision of credit. 
| The machine used is a popular model costing 
about {1,000 and capable of up to 500 postings 
daily. The ledger cards are designed as illus- 
trated (Fig. 1); the statement, which is pro- 
duced at the same time, being in identical form 
except for the ‘age-analysis’ columns. 

Up- to and including-column 5 the normal 





| 
| 
E the Bde. on ‘Detailed: Debtors’, which 
| 
| 


operations for sails book-keeping apply. 
Columns 6 and 7 analyse the balance into the 
months in which the goods were originally 
invoiced. The machine is designed to carry the 
item posted beyond the normal balance stage and 
to balance each month separately in the ‘age- 
‘analysis’ column: When any month is cleared of 
balance, a symbol o* is printed. 'To ascertain the 
composition of a balance it is necessary only to 
look at the last appearance for each month in the 
‘age-analysis’ column; for example, i in Fig. 1 over- 
leaf. 

At January 31st (a), the balance outstanding is 
£60 os od, and of the balance relates to goods 
invoiced in January. 

^. At February 28th (D), the balance outstanding is 
^ £130 os od, of which £60 os od was invoiced in 


January and £70 os od in February 
At March 31st (c) the balance outstanding is 
£200 os od, of which £130 os od was invoiced in 


February 8th, 1958. 








£L sd d £ s d d 
January 3 GDS 1065 60 o o 60 o o o (a) 
February 15 GDS 2169 70 0 o 130 0 o o (b) 
March 4 GDS 3489 50 o o 18 o o o 
) CSH 89 60 o o | 120 0 o o* 
l I GDS 4963 80 o o 200 0 o o (c) 
April I GDS 5064 20 0 o 220 0 o o 
15 CSH 106 200 0 o 20 0 o or (d) 
; Ge o 
Fig. 1. 





March and £70 os od in February (January being 
clear as indicated by o*). 
At Apri 3oth (d) the balance outstanding is 
£20 os od, all of which relates to April EES 
| and March now also being clear). 

At the end of the month the machine is set up 
for the analysis of sales ledger balances as in 
Fig. 2 

DA the ledger card the operator first enters 
the account number (and name, if the machine is 
fitted with a typewriter), and then enters each of 
the. monthly ‘age-analysis’ balances in columns 


4,3; 2 and 1, working backwards up the ‘age- 


analysis' column on the ledger card and looking 
for the last appearance of each month. The 


machine then returns to column 5 and prints the. 


total balance, which the operator verifies with the 
balance on the ledger card. 

The detailed list so produced also shows in total 
what is outstanding in respect of each month. On 
an ordinary two-register machine, only the total 
balance column will be automatically added, and it 
will be necessary to cast each monthly column in- 


dependently, butthisis notan unduly arduous task; 
The new month's statements are, of course, 
headed with the balance outstanding in the same 
operation as the production of the detailed. 
debtors’ list. The dissection of the balances out-. | 
standing at the beginning of the month can also | 
be produced on the customers' statements as 
suggested in the original article, but the value of 
doing.this is problematical. À prompt paying 
customer will already know how his account stands, 
and a bad-paying customer is not likely to be jolted 
into cheque-signing action merely by. seeing an 
analysis of his balance on the monthly statement. 
More positive results can be achieved in the 
latter case by the old method of a carefully 
worded letter, varying in severity according to 
the number of months the account is overdue. 
The executive scanning the detailed debtors’ list 
annotates each item which requires a letter to be 
sent with the statement. There is no question of the 
operation being postponed due to stress of work as 
it becomes part of the normal routine, producing 
valuable information with welcome promptness. | 


Dramen DEBTORS’ List as at May ist 


(1) (2): (3) 
January February > . March 
^£ sd £ sd £ sd 
60 5 o 
VW 130 O oO 

9 o o "ao 0 O 
.10 7 6 30 0 o 100 o o 
20 0 o 40 0 O 130 o o 
50 o o 56 o o 
25 0 o 

£30 7 6 4129 0 o 


(4) (5) (6) 
Ge Total A/c ref. 
£ s d £ s d 
IO IO O 70 15 O 2 
100 o o 230 0 o 49 
IIO o 30 IO o 50 
140 7 6 61 
160 0 o 350 0 o 74 
450 0 o 450 o o Sr 
50 o o 156 o o 82 
20 0 O 20 0 0 9o 
50 o o 75 o o 94 
£842 0 o £1,522 12 6 
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CARBS Brains Trust 
‘The Chartered Accountants’ Retirement Benefits Scheme introduced last Jane - 
undoubtedly one of the best, if not the best, schema of ite kind- does not appear 
to have met with the initial response hoped for from members of the’ Institute. 
The information provided in the following answers to questions put to the panel 
at the Brains Trust arranged by the London and District Society of Chartered 


Accountants on December 3rd, 1957, may be helpful to members who are still 
considering the proposals. 


QUESTION MASTER: Mr T. A. Hamilton Baynes, M.A., F.C.4., Chairman of ge 
Council sub-committee on CARBS. 


PANEL: Mr R. M. Bangert, F.1.4., of Messrs Bacon & Woodrow, Secretaries to CARBS; 
Mr A. B. Glennie, deputy city manager, Norwich Union Life Insifrance Society; 


Mr A. C. Snowden, M.B.E, director, 


J. H. Minet Life and Pensions Ltd; 


Mr R. A. Urquhart, A.C.I.I., of London and Manchester Assurance Co Ltd. 


QUESTION MASTER: I would like to begin by 
introducing to you the members of the brains trust, 
since they each represent some particular angle of the 
insurance business. 


First is Mr A. B. Glennie, deputy city manager of: 


the Norwich Union Life Insurance Society, which is 
one of the sponsoring bodies of Sections A, B and C 
of the scheme. 

Next is Mr A. Urquhart, A.C.1.1., who is the repre- 
sentative of the London and Manchester Assurance 
Co Ltd, and whom you know as looking after 
Section D. 

Then we have Mr R. M. Bangert, F.1.4., of Messrs 
Bacon & Woodrow, who are the secretaries to the 
scheme, and finally Mr A. C. Snowden, M.B.E, 8 
director of J. H. Minet Life and Pensions Ltd, who 
is wholly in opposition to the rest of us on the plat- 
form. Fortunately we need not have sympathy for 
him for he is well able to look after himself] We have 
already had a little discussion and he is going to put 
the rest of us on trial, so we may look forward. to 

hearing his views in particular. 


Origin of the Scheme . 


The reason why we are here tonight is that a SE 
at the Institute's annual meeting proposed a resolu- 
tion that the Council should appoint a committee to 
consider setting up a scheme of pensions for clerks 
employed in accountants' offices. So this committee 
was formed and I was appointed chairman. 
~ That committee had been in existence for some 
‘time and had been going through all the processes of 
getting information and was just about to reach a final 
conclusion when the 1956 Finance Act came out. So 
the Council said: 'We have a committee in being. 
Give them the job of producing something we can 
put before our members for the self-employed.’ That 
is how it all began. 

You may say: ‘If you were already in being, why 
weren't you quicker in producing a scheme?’ The 
answer.is surely because we wanted the very finest 


scheme in the country. The solicitors were first with 
a scheme and their scheme has attracted an enormous 
amount of attention from members of their profession; 
the relative lack of response to our scheme makes it 
look poor. But anyone will admit, even Mr Snowden, 
that our scheme is a first-rate scheme. It was delayed 
because we were anxious to have this alternative — 
Section D - to put before accountants, Because of the 
difficulties made by the Inland Revenue, we had an 
unfortunate delay in starting it. It began in June 19 57, 
and it has been in existence for aix months now. 


Finance Act, 1956 


Now to proceed: some of the questions we have in 
front of us are questions of fact and explanation and 
some are controversial ` 

First, we thought it was necessary — assuming 
there are some who are not as familiar with the whole 
scheme as those who were connected with the pre- 
paration of it- that Mr Snowden should begin by 
giving us a thumb-nail sketch of what the 1956 
Finance Act permits. This was one of the questions 
sent in. 


Mr SNOWDEN: The person who put this question 
up could, in fact, have read the answer in his own 
pamphlet on pages 29, 30 and 31. 

I am the only one of this panel who can sink his 
pride and ask the whole insurance market for the 
answer, because the rest of us have got a slight axe to 
grind (i.e. we must support our own company). Out 
of the pamphlets I have read, I think the best answer 
comes from the Northern Assurance Co’s pamphlet, 
the opening paragraphs of which read as follows: 


“The 1956 Finance Act introduces two new types 
of tax relief of great importance to persons making 
provision for their own retirement. The first con- 
cession benefits self-employed persons such as pro- 
fessional men and women, traders and and 
also other persons in non-pensioned employment, 

- in particular, controlling directors. They may now 


16b 


arrange for these retirement annuities under which 
the premium paid will be treated as a deduction 


from income, the effect being a saving of the income 


tax and surtax on the premium di S 


am t 


Outline of CARBS 


QUESTION MASTER: This brings us into the 
picture and I pass on to the second question which is: 


‘May be have:a thumb -nail sketch of what CARBS 


sets out to do?’ 
EE 


Mr BANGERT: I must tread on Mr Baynes’s toes a 
little and mention the thoughts which passed through 
the minds of the committee of. which he was chairman 


at the time we were trying to bring the scheme into. 
being. We investgated the whole of the insurance 


market and a$ked for quotations from all the various 
companies who, were interested; from every office of 
repute in the country we obtained quotations for the 
sort of schemes they would recommend and the 
policies they would like to put in and the committee 
picked out from these quotations a series of benefits 
which they thought most suitable to accountants. 
They worked this down to four offices which are 
quite familiar to you: the Commercial Union Assur- 
ance.Co Ltd, the Guardian Assurance Co Ltd, the 
Norwich Union and the Yorkshire Insurance Co. 
These offices together were prepared to underwrite 
the benefits for a single premium contract which is 
Section A, whereby a man paid a contribution when 
he pleases on any date, whether the anniversary of 
his.. CORDE or not, to secure a pension for 
himself. . 

The second section was intended to secure benefits 
for the. widow of the member. This created a diffi- 
culty because of the terms of the Act, which do not 
permit a pension to. be paid to the widow of a man 

eater than that secured for the member himself. 

or.this reason it was necessary to write a contract 
or enrol a man.as a member on the assumption that 
a series of annual premiums would be paid. 

The third section is intended to provide benefits 
upon disability after a member comes into the scheme 
and before he attains age 65 if he retired from active 
work as a result of permanent ill health. 

- All three, sections are underwritten by the panel 
arid they are all written on a non-profit basis. Benefits 
are guaranteed but the main attraction of the panel's 
offer and the scheme lies in the fact that they were 

repared to guarantee that for all members who enter 
the scheme before June 30th, 1960, rates underlying 
these three sections would be guaranteed throughout 
their future lifetimes up to 7o years of age. This was 
considered to be a guarantee that was attractive to 
chartered accountants. 

The London and Manchester office put up Section 
D which, it was thought, was a very good complement 
to these three sections. It provides. benefits which are 
geared to the price of Investment Trust Units. There 
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is a three-stage conversion. The purchase money is 
applied at the ruling price of the investment trust 
units to secure a number of units of purchase price. 
These are converted by a table in the book to units of 
pension and these in due course are converted back 
to cash and paid in a variable annuity.- 

It was felt that the guaranteed rates under the three 
sections, together with the London and Manchester 
section, gave a complete set of terms between which 
chartered accountants would be able to choose. 


Section A and Interest Rates 


QUESTION MASTER: 'These are the factual 
answers. Now we begin to get to something which is 
more controversial and I ask Mr Glennie to start. 

'T'he questions are: 

‘Since at least one insurance company is currently 
offering more favourable single-premiam rates than. 
those in Table A I,ís there not a danger that Section 
A of CARBS will, by virtue of its guaranteed rates, 
become merely a last resort — receiving contributions 
only when a fall in interest rates has led to a reduc- 
tion in the competing rates offered by insurance 
companies ? l 

ede dn . 

‘It appears that a single payment under Section A 
of £50 before June 30th, 1960, entitled the member 
for all time to subscribe at the rates now quoted 
for Sections A, B and C. Is not the panel of insurance 
companies underwriting Sections A, B and C taking 
a considerable risk that interest rates will not again 
fall to very low levels?" 


MR GLENNIE: Of course we are open to the danger 
that the scheme will become only a last resort. Of 
course, if you foresee that interest rates will go on at 
a high level for many years and then fall back very 
sharply we shall suffer a disadvantage if, in fact, 
members of your profession take advantage of this 
option against the offices underwriting A, B and C. 
The option, as has emerged in the question, is that 
you put {50 into any of the Sections A, B and C and 
be guaranteed that under all these sections for the 
rest of your life you can have the terms provided at 
the present day so long as you put the £50 in before 
June 30th; 1960. The basic rate of interest behind 
the terms operating under Sections A, B and C is 
4 per ceht per annum in compound interest and it is 
a very high yield indeed for the panel of offices to 
undertake to offer for what could be forty or fifty 
years for the younger members. 

But it is our business to iron out the troughs and 
peaks of adverse conditions. That is what insurance 
companies exist for. We are here to protect you 
against a sudden fall of interest which may impair 
the annuity which you have set your heart upon 
having in your retirement. That is one very good 
reason why we have offered this onerous guarantee. 
Another 1s that we would not have got the business 


"unless we gave it which was, perhaps, a more material 


factor because we wanted to do this scheme partly 
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because of its prestige value and partly because of the 
business that would result from it and these were very 
cogent factors. . 
| We did not have any. advance information of the 
rise in the Bank rate. If we had had this advance 
information, it might have been that.we-should have 
been less willing to give this forward guarantee, 
| because it would have been apparent to us that there 
was a greater danger that you would take the bulk of 
| your money. elsewhere to someone offering a higher 
| return this year and not guaranteeing you anything 
| for the future. But we are not going to cry. over spilt 
milk at this moment. We are vulnerable to the 
| criticism that there is at least one insurance company — 
| Mr Snowden told me there are twenty insurance 
| companies and l accept his statement — which will 
| 
| 


he tL cl ' ' (GG 


offer you for one contribution this year a higher 
! return than you get under the CARBS scheme. But 
| it is true only in respect of Section A. These offices 


will give you no guarantee of what terms they will 


offer you next year and therefore it is not very diffi- 

| cult for them to say: "We will take your money this 
year and we.can afford to give you a return based on 
a higher rate of interest than 4 per cent because we 
are not going to take your money if the rates fall.’ 

This is the atmosphere in which we entered into 
| the guarantee. But we are not worried about it. Sup- 
| posing, first of all, that there is a slight recession in 





i 


| bound to occur, the top will go off these very high- 
| yielding single premium rates available in the market 
today and yeu will find that it will pay you even for 
your one year single premium to come into the 


CARBS scheme and you will be safe in the knowledge. 


| that you can invest next year and in the years after- 
' wards on the same favourable terms. 

I feel this is a considerable advantage to you and I 
| believe it is our business to undertake these problems. 


| If we do suffer from people going off elsewhere to get - 


la higher yield we are not unduly worried about it. 

| We shall get your money, when the interest yields 
are slightly less than now but high enough for us to 
see a little profit. If the interest rates go very low, as 


| mixed portfolio of investments and we shall reckon 
| to earn enough to see us through. 


“The Best Rates’ 


| 
| 
| 
MR SNOWDEN: When you are 'fighting for your 
life' as you are when you are a broker, you have got 
to know the insurance market. But I am not a sooth- 
sayer. Mr Glennie has put his case for the non-profit 
contract, but he is batting on a sticky wicket. 

CARBS rates are, however, guaranteed by the 
panel of companies, which is a great and wonderful 
concession. 

The solicitors’ scheme is an absolutely first-class 
scheme, which every solicitor should go into in whole 
or in part. Your scheme, without doubt, is better than 
theirs, so if I criticize it, which J am entitled to do, 
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that doesn’t mean I want you to .think it is a bad 
scheme, Any accountant who does not invest part 
or the whole of his permissiblé premium in it is 
missing a great deal. I believe that accountants are 
either too busy, or too lazy to study the térms offered - 
by the assurance market, but whether they are too 
busy or too lazy, they are unwi8e if, in the result, they 
do nothing about it. 

So I say—go into this scheme-thé rates are 
certainly the best rates of a group scheme such as 
this one and what I aay, therefore, is: Don't take 
advantage of them next year - do it now. The rates, 
being guaranteed, are a perfect hedge for you until 
the date of your retirement. 

If the market rates, which are better than CARBS 
now, are not as good in futare years, then all you have 
to do is to take advantage of the guaranteed rates in 
CARBS when these rates show up to your benefit. 
If, therefore, you are not too busy, go round the 
assurance market and have a look at the excellent 
terms it offers you. Alternatively, come into CARBS — 
but do something. 

There are twenty companies which are better at 
this moment at single premiums than CARBS, but 
their terms may well reduce over the next three or 
four years and then there may be very little in it. 

For the time being, therefore, I personally recom- 
mend a man with the time to put a little bit into 
CARBS, thereby guaranteeing his rates up to rette 
ment date, and some into the best policy that i8 
offered in the assurance market. 

If you are happy with something just off the top 
because you are too busy to attain perfection, then at 
least come into the CARBS scheme. | 


MR GLENNIE: Are you going to devote much of 
your time, which is valuable, to endeavouring to see 
whether you can get an extra ros difference on hun- 
dreds of pounds of contributions or not? The ratio 
of difference is very small even at this moment and 
it is fair to say that this moment is the most evil one 
that we are likely to see because I cannot see interest 


a8 rates going much her there. One can onl reall 
| they have done in our memory, then we shall have a - going much hig ? y y 


foresee a fall; 


QUESTION MASTER: I think there is amako 
to be said for feeling that you are with your brother 
chartered accountants. We have got our own scheme 
and our own trustees, We can scrap the whole thing 
if we like and take what steps there are in future to 
see that chartered accountants are getting the best 
deal. We are in it together. That is a tremendous 
help and pride that we should have it. While we 
should be looking over our shoulder at these insur- 

ance companies, I think Mr Glennie is right in saying 
that we have a panel of four who have guaranteed the 
best rates. We had endless meetings of the committee 
and we tried again and again to do something better. 

We had any number of insurance companies com- 
peting.because obviously they would like to have the 
Institute on their books. . 
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Investment Trust Units 


This represents something that is quite novel in 
schemes of this kind up to this date, and that is the 
element of a gamble. Everything is a gamble and we 
know that trustee stocks are tbe biggest gamble of 
- the lot. This is a different kind of gamble to come our 
way, if we like, I do not know: whether chartered 
accountants are gamblers or not, but before we see 
the way it goes, we will ask Mr Urquhart to give the 
outline of how this part of the scheme works as it is 
difficult to follow if you have not grown up with it. 
The question to Mr Urquhart is: 
‘Could an explanation be given of (a) how the 
London and Manchester scheme works; (b) how the 
London and Manchestet Assurance Co invests 
premiums under Section D; (c) the effect of the low 
net United Kingdom rate of income ylelded by 
invesiment trust units ?' 


MR URQUHART: We were aware that among pro- 
fessional men there was a’ desire for a retirement 
annuity based on sound growth equity stocks. The 
point is that an insurance company, when they give a 

licy, have to remember that they have to sell it. 
ving decided that it was going to be so, we had to 
have a measure of equity stocks, Having decided that 
we would use investment trust units, the idea being 
that you pay your premium, which is converted into 
œ number of investment trust units at the current 
prices at which you buy them. We convert these into 
units which buy the annuity of units to be cashed at 
pension age. When you come to pension age we 
convert the units back into cash and pay the retire- 
ment annuity. It is as simple as that. There is a point 
about this scheme. You must remember after you 
have retired that your pension can still go up or down 
with the price of the investment trust unit. I think 


that is a very simple explanation of how the scheme 


works. 
QUESTION MASTER: I think that is clear to all 


of us, that, in other words, the investment trust unit 
is only a scale. It might have been equally possible 
to use figures shown by the Actuaries Investment 
Index. 


MR URQUHART: Yes. You have to divorce your 
mind from pounds, shillings and pence. Think of the 
number of investment trust units. d 


QUESTION MASTER: Do you buy these units? - 


MR URQUHART: At the moment we are buying 


units but we never tie ourselves down to buying units. 
We.can invest the money in any way we think best 
but we must invest in equity stocks similar to the 
type of stock held by the investment trust units, 
otherwise the value of our securities which we hold 
to pay the retirement annuities would not be moving 
with the price of investment trust units. 3 

..I feel that somebody is thinking of the fact that 
the annuity we offer under investment. trust units is 
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smaller than that offered under scheme A. There 
are a number of reasons for that. Investment trust 
units suffer net United Kingdom income tax of 5: 
in the £ and the point about retirement annuities in 
general is that they are accumulated in a gross fund. 
The office recovers the tax but in our case we only 
recover tax at 5f in the £, not 8s 6d, because the 
interest we receive is only in respect of 5s tax and 
that cuts down the net rate of interest we can earn, 
‘and the rate of interest is lower because of growth 
prospects. 

. If you look at the big portfolios of equity stocks 
you can have yields of anything from 4 per cent to 
IO per cent. Those with yields of 4 per cent are 
probably the ones where you will get the big growth 
and in general the underlying investment of the trust 
are stocks which have good growth prospects, also 
with bonuses. Other capital additions are not distri- 
buted. They are retained in the fund and because of 


‘that this is an advantage to the annuitant. He will 


receive a bigger annuity when we return his invest- 


ment trust units back into cash because of the 
„bonuses and capital that has been retained in the 


The Alternatives Available _ 


QUESTION MASTER: I think at this stage we’ 
should take this question: 


‘May we have a short debate between Mr Bangert 
and Mr Snowden on the merits and demerits of the 
Institute’s scheme as compared with the alternatives 
available ?’ l l 


That must obviously be a debate as to whether 
this scheme and the one Mr Urquhart has outlined 


, compares with the schemes with profits. So far, we 


have been discussing schemes A, B and C which 
are without profits. > ; S 

MR SNOWDEN: I do not want Mr Urquhart to get 
away with that one, What we must all do with the 
assurance offices is to get more out of them because 
we consider them to be too-wealthy! My criticism of 
his scheme is that at death prior to retirement they 
just return the annual payments (premiums) soithout 
tnterest and over a period of thirty years 4 per cent 
compound interest, which is the rate offered by many 
companies, can mean a very big figure. I am rather 
hoping that in due course they can see their way to 
give some interest.on the return prior to retirement 
age — could you give.us a little promise on those lines? 


MR URQUHART: I cannot give any promise on 
that line. When we were introducing this policy we 
had a fair idea.of the rate of interest we have to use 
in the calculations having looked at the price of units 
and the yields and so on. If we gave a return of 
interest on premiums of 4 per cent it would go down 
considerably in respect of younger men on the retire- 
ment annuity they would receive. They are not 
looking forward to dying at 58 or 59, before they get 
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their bonuses. But the main reason is to give the 


pu retirement annuity. 


QUESTION MASTER: Mr Snowden, would you 
care to sell the idea of the with-profits arrangernent? 


MR SNOWDEN: Let Mr Bangert defend CARBS, 
against me. I am conscious that I am entitled to 
criticize and there is something to criticize, but it is a 
good scheme. I am only looking at this as a broker 
who has time to give it attention. I am not going to let 
Mr Glennie get away with this. There ts no doubt 
you could do better if you went direct to the market. 


MR GLENNIE: Better than what? 


| i 
MR SNOWDEN: You can do better under Section 
i provided you are reasonably young. 


MR GLENNIE: They are not as good terms or 
anything like as good terms. 


MR SNOWDEN: If you felt that we are not going 
to have inflation in the next twenty years you can sit 
down with the non-profit contract. I feel we are 
going to have inflation for the next twenty years and 
I think I would like to have the with-profits contract 
aod get a little bit of the good fare Mr Urquhart is 
offering. 

| The difference between Mr Urquhart and the 
with-profits contract is that if the assurance com- 
a declare a bonus you have at least got it in your 

ittle pocket and under Mr Urquhart’s scheme you 
may go up and when it comes for the time for you 
to retire it may have gone down to a disappointing 
level as in September this year. It is a gamble but 
over the history of life insurance and equities it has 
always gone up. 

I am one of tlie people who believe it will continue 
up. Therefore, I have no use fundamentally for the 
non-profit contract in life insurance except in certain 
special cases, and in this type of pension scheme I 
go for the with-profits- contract every time. Bonuses 
are estimated by the companies who are interested in 
this with-profits business and they are conservative, 
Fistori , they will always be conservative., Go 
back twenty years and look forward and that is so 
with the exception of one or two assurance com- 
panies who failed to live up to their estimated bonuses, 
and Mr Glennie is making undue capital out of these 
one or two over-estimates, It would be quite wrong 
to mention the names of these companies. By and 
large I am confident that I will beat Mr Glennie on 
with-profits contracts over the next twenty years. 
I ask Mr Bangert to defend the non-profit contract. 


MR BANGERT: What are we to achieve? 
Are we trying to avoid the effects of inflation? If so, 
is the with-profits contract the best way of doing it? 

| Why do companies issue with-profits contracts? 
The reason is that when they issue a new type of con: 
tract they have to make provision for mortality rates, 
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interest, overhead expenses and everything else: The 
first effect of inflation on these items is that expenses 
of the offices go up. Mr Snowden may consider that 
the interest will go up as well. But I do not believe 
that interest and inflation necessarily go hand in hand. 

I suggest that the reason why viti rods contracts 
tend to produce better terms. has been because 
actuaries are able to give the benefit in those terms of 
the experience which they actually achieve. They do 
not have to forecast in advance what they expect to 
achieve, taking reasonable care to be on the safe side. 
Therefore with-profits contracts have proved better 
thàn non-profits, but I do not believe there i ig any 
relation between this and inflation. 

If we believe inflation is going to continue, we look 
at the scheme of the London, and Manchester, where 
the amount of the pension is geared to the price of 
the stock on the market. ‘There 1s a strong feeling that 
the prices of the equity securities are geared to some 
extent to inflation. If this be so, then I suggest that 
the London and Manchester contract may prove to 
be more satisfactory in times of inflation even than 
the with-profits contract can possibly prove to be at 


any time. 


MR URQUHART: We have never sold these policies 
on the basis of hedging against inflation.. 

You see, we give a comparison in this CARBS 
leaflet of what would happen if there were an increase 
in value of 3 per cent each year in the price of equity 
shares, We maintain that is not inflation. That is an 
increase you would expect in a normally expanding 
economy and we do not call that 3 per cent increase 
each year inflation. | 


MR GLENNIE: May I defend myself please? 


QUESTION MASTER: (Laughter.) As I 
expected, this is very interesting, but we have many 
interesting questions still. The next question is: 


‘Is not one of the main causes which “Tacker II" 
has not caught on better, the fact that the tax relief 
is long delayed? If this is so, could not the Institute 
and the Life Offices Association make representa- 
tions to the Chancellor and ask him to amend the law 
to enable the insurance companies to make short- 
term loans to bridge the gap between the payment 
of the premium and the granting of tax relief ?' 


This is a problem among young chartered account- 
ants. If you are self-employed you have income tax 
demands on January ist and/or July rst and surtax 
six months later. What happens meanwhile? 


Obstacle of Tax Relief Delay 
MR GLENNIE: This strikes me as wonderful - 


borrowing money to save up! I cannot conceive of 
any circumstances under which it will be necessary, 
even if the insurance companies were willing to make 
loans of this nature and in any case in process of 
doing so they would so upset the bankers that we 
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should be in serious trouble there! You must, surely, 
set aside from your monthly income something to 
meet the tax liability when it arises? You do not pay 
it all out of one month's remuneration. You can, 
within the CARBS scheme, pay your premiums 
monthly and I feel this entirely answers the need that 
exists. If you embark on the CARBS scheme you 
can, in effect, get a Joan from the insurance company, 
because, instead of paying a lump sum down, you 
can pay monthly. I do not believe it is true to say 
that Tucker II has not caught on. It is only the 
chartered accountants who have not caught on. We, 
as insurance companies, have done a considerable 
volume of business with the public at large. For some 
reason, which is obscure to me, we do not seem to be 
able to get any businesg from chartered accountants 
worth talking about. 

I have a feeling that Mr Snowden hit the nail on 
the head when he said they are too busy or too lazy 
to read the lengthy documents before them. In fact, 
they are blinded by science on this subject. I would 
like to 8ee a shorter, more pithy version of this scheme 
placed before them. 


Paying the Premiums 
QUESTION MASTER: The next question is: 


‘Can premiums under Section A and Section D be 
paid any time, irrespective of the date when the first 
premium was paid?’ 


MR BANGERT: Sections A and D are single 
premium contracts. The member can pay further 
contributions when he pleases and of any amount he 
pleases, so the short answer is, ‘Yes’. 


Variation in Price of Investment 
Trust Units 


QUESTION MASTER: The next question is: 


‘What has been the course of the prices of invest- 
ment trust anits since the London and Manchester 
frst introduced their scheme? Is it true. that the 
Institute’s version of the L. & M. scheme enables 
an individual to back his judgment of the market by 
taking out a policy at any time during the fiscal 
year? Further, if the individual ever Judges that the 
prices of the units are abnormally low, could he buy 
"more than one year's supply for use in the future ?* 


MR URQUHART: I will give the prices of invest- 
ment trust units ever since we have had that policy 
which started in January this year. I am dealing with 
mid-market prices because those are the only ones 
we have: 16s in January; at the end of February, 
16s 8d; at the end of March, 17s 2d; at end of April, 
18s 3d; at the end of May, 19s 6d; at the end of June, 
20s 4d; at the end of July, 21s 6d; at the end of 
August, 215, when everything looked fine; at the end 
of September, 18s 64; at the end of October, 16s 3d, 
and at the end of November, 16s 6d. There has been 
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a slight. recovery there. The price has been up and 
down, but it was a thing we could expect. When the 
policy was introduced we knew very well that the 
prices could be up and down, but we laid down that 
the minimum period for a policy is ten years. We 
think that in ten years these variations in price will 
have been evened out and that there should be a 
steady increase. 
As regards the second question, an individual is 
quite at liberty to come into the scheme at any time. 
. Regarding the last part of the question, Yes, he can. 
But he has got some difficulties here. He is allowed 
to deduct income tax and surtax on 1o per cent of his 
net relevant earnings, but the statutory maximum, 
taking the net amount on which he can obtain abate- 
ment, is £750 in one year, so that if he buys. more 
than the normal units in one year then in the following 
year the amount he has carried forward and the 
amount he buys in the following year must not 
together exceed the statutory maximum. So if a man 
this year says he will buy {500 worth of units, he is 
only entitled to £250. He carries £250 to the next 
year and in that year he buys another iss worth an 
then he has got a total of £500. 


"QUESTION MASTER: There has been an extra- 


ordinary variation in prices of these units due, no 
doubt, to the Bank rate, since the scheme started, but, 
as Mr Urquhart says, you must take it over ten years 
because they won't do it for less and it would be a 
rash man who would assume that the prices of the 
units would be less in ten years than they are today. 


Interest on Annuities Returnable 
at Death 
Our next question is: 

‘If it is desired to treat self-employed retirement 
annuities as a means of building up capital, it is 
desirable to pay premiums to whoever gives the 
greatest rate of interest when they are returned on 
death before the annuity commences and to die 
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before commencing to draw the annuity. Is it pos- ` 


sible to obtain in the insurance market, compound 


interest on premiums returned on death before the | 


annuity commences at a rate greater than 4j per 
cent?’ 


MR SNOWDEN: This man wants to join the scheme 
because he has been working out the best rate of 
interest and what the return for his money will be if 
he runs under a bus at 11.30 p.m. when he is 64 years 
and 364 days old. Obviously, if he did, he will get a 


wonderful bargain. He will admittedly be dead, but ` 


he will get the best return on his money he can. But 
E the object of the exercise is not to build up 
capi 

Strange to say, the offices who give the best return 
of interest at death prior to pension age in fact give 


the best pension. You may not think that this is so, | 


but it is 80 because the assurance companies who go 
out for this type of contract want to give the best and 


against this gloomy day, but to get a pension. ` 


| 
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most attractive terms they can. I think it is of secondary 

tmportance to build up this life assurance side, That is 
| why I am against a return of premium without 
: interest unless you are a bachelor or have no 
| dependants. The answer is: go for the biggest 
| pension. . 
| MR GLENNIE: For once I agree with Mr Snowden. 


| QUESTION MASTER: The answer seems to be, 
do not bother so much about the rate. It is very 
important to see that you are going to get the right 
|pension, unless you are pretty sure you will die 
ZE pension age. 





MR GLENNIE: 'They would presumably come into 
Section B. RM : 
| Merits and Demerits of Schemes 
QUESTION MASTER: The next question on the 
paper is: 

‘May we have a. short debate between Mr Urquhart 


and Mr Glennie on the merits and demerits of the 
London and Manchester and the orthodox schemes Ri 


R URQUHART: The merits and demerits must 
be judged on the results, I cannot give you the results 
of Section D, but on the other hand, unless Mr 
IGlennie will be able to give the pounds, shillings and 
pence on Section A, he cannot tell you what that 
money will be worth at the time, We have to make 

culations assuming there is a steady growth in the 
value of equities of 3 per cent per annum and what 
. we see is not inflation but the natural growth of an 
prende economy. Calculations based on this 

rowth of 3 per cent show that Section D will give a 
better return. I am not ipe o say you must go into 
Section D. I have to sell policies and I am not going 
sell policies of this type when, ten years later, a 
might say: "You sold me a fine thing'. À man 
inust make up his own mind whether he thinks 
Section D will be the better. re 
| I have just received a pamphlet which is issued by 
the Wisconsin Retirement Fund. 'There are a lot of 
interesting variable annuities in America and they 
have decided there that State employees shall have 
the option of having a variable annuity. In it, they say: 
| ' ‘CAUTION. — While the ‘consensus of informed 
opinion indicates that in the long run there will be 
continued inflation in the future as in the past, it is 
‘| impossible for anyone to predict the future with 
| certainty. Therefore each person must make his own 
. r decision as to whether he wishes to participate in the 
| variable annuity program. - . e 4 
‘In making a decision as to whether he wishes to 
_| participate in the variable annuity program, a 
| participating employee should consider the following: 
| (01 he fails to segregate credits for a variable 
annuity he should not complain later on if 
those who participate in the variable annuity 
program receive larger monthly payments 
because they made that choice. . 
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(2) But if he does decide to participate in the 
variable annuity program it should be with 
the realisation that there may. be periods 

. during which he would have been better off 
to have stayed completely under a fixed 
annuity.' 

So, every man must make up his own mind, 
though I am of the opinion that Section D is best. 


MR GLENNIE: Section D undoubtedly has its uses. 
We, as a panel office, happened. to be on the scene 
with the Institute before the London and Manchester 
scheme was put before them. We, as a panel office, 
welcome the London and Manchester as colleagues. 
You may think I am being unduly kind to my. col- 
league. If you hold the view that inflation is a thing 


~ that will go on, then undoubtedly you should have 


some London and Manchester trust units. But it is 
still common sense to say that the with-profits policy 
is no defence against inflation at all. Mr ert has 
knocked that one firmly on the head whén he said 
that one of the principle sources of insurance com- 
panies’ profit is excess of the expenses assumed in 
calculations over those incurred. Then comes along 
a period of inflation and up go the expenses and the 
profit margin shrinks and the amount distributable 


I think the London and Manchester scheme does 
something to bridge this gap, and the with-profits 
scheme does nothing at all. I think that London and 
Manchester put the thing in perspective when they 
sell this to the public. They suggest that you should - 
not put all your eggs in one basket but that you should 
have some straightforward teed annuities with 
it. I personally agree with that. ` | 

I am a gambler by nature and I should, therefore, 
have a certain proportion of London and Manchester 
trust units, but I should make the bulk of my pro- 
vision under Section B if I had a wife and in Section A 
if I were single. i 


Reviewing the Position Annually 
QUESTION MASTER: I think that was a very 
useful summing-up. The next question is: 


‘Should a busy accountant commit himself once 
and for all to a single type of scheme or does the 


‘panel think it likely that he will be able to do better 


for himself by reviewing the position anew each 
year ?’ 
MR SNOWDEN: I will take up very little time and 
make only one point. I seriously think it is extremely 
inting, from what I understand, that account- 
ants : not entered CARBS. I must say that the 
busy accountant does not appear to give himself time 
to read the advice in his own CARBS booklet and he 
does not appear to give himself time to search for a 
better contract than the one offered by CARBS, You 
have a marvellous scheme here and should take 
advantage of it. ! AA 

I have done a lot of business with professional men 


166 


and they have in many cases three policies to solve 
their pension problem. For instance, most of the 
‘solicitors that 1 have advised have got £50 worth of 
‘Commercial Union’ pension to guarantee their rates 
up to retirement. They then have an annual contract 
at the best terms available today up to the limit of 
their salary, which they do not think will fluctuate 
and they then take a single premium contract at the 
best premiums available in the assurance market for 
the top limit of their salary, which is liable to fluc- 
tuate. There is a lot of sense in this and Mr Glennie 
will not be able to shoot me down on it, But that is 

ection. It is a flexible suggestion which you can 
to a great extent go into and come out of as you wish. 
Next year buy the best single premium contract 
offered by the market. Everyone’s pensions position 
should be reviewed at least annually. 


MR GLENNIE: It sounds as though you were 
damning the scheme with faint praise. 


MR SNOWDEN: I do not want to do that. I think 
it is a first-class scheme. 


MR GLENNIE: The fact is that you can get the 
edge on this scheme for a single premium this year. 
This year we have struck some of the highest interest 
yields we could possibly have through force of 
circumstances, This has meant that insurance com- 
panies are keen to attract money. If my office were 
not a member of this panel we should probably have 
gone out to get it on favourable single premium 
terms. If you seek to take advantage of it, good luck 
to you. The advantage you will. achieve is compara- 
tively slight. I doubt whether it is worth the headache 
of punting around the market for it and it is only in 
respect of Section A you can secure it and I question 
whether you want to draw your pension from a 
number of different sources. Once you dive into 
Section B, where you are seeking a benefit for your 
wife, you cannot touch the terms available under 
CARBS 


The Young Man and the Scheme 
QUESTION MASTER: Many insurance companies 
are saying to the young man: go for the ordinary 
endowment policy and. when you reach the age that 

u wish, buy one of these new annuities. Would you 
ike to comment on that? 


MR GLENNIE: I do not think that is sound advice. 
‘You can make a set of figures in a given set of circum- 
stances prove almost anything; even prove that 
endowment insurance, if you the right low level 
of tax a man would pay, shows a better yield for a 
short period. You usually have to bolster up your 
argument by saying if you have this endowment 
policy, as opposed to the appropriate CARBS annuity 
or pension for the self-employed, with some other 
company, then you can charge this policy at any time 
‘and get a loan on it. T chink des an enl thine ‘thas 
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you should seek to do that when you are concerned 
with your own retirement. ` | S 

In the good old days, when accountants, like other 
professional men, provided for their retirement by 
selling an interest 1n their practice and getting some 
capital or bringing in a young man to run it for them 
on a comparatively small income, they did not charge 
their interest in the practice for a ternporary loan and 
I think a man who enters into a thing designed for 
his own retirement and c it to the bank is on 
a very slippery slope indeed. I think it is bad. 


MR SNOWDEN: If you had a customer who was 
aged 35 and had a Norwich Union with-profits policy 
for £2,000, you are telling me you would advise him 
to make it paid up and put the whole of the money 
into the CARBS scheme and I am telling you you 
would be wrong. (Laughter.) 


MR GLENNIE: I should certainly never suggest 
that anyone should convert a Norwich Union policy 
to a paid-up one. What I am suggesting is that 4 
young — Or old- accountant with a comparatively 
small income should set aside some part of his income 
into a retirement benefit scheme which is untouch- 
able. I am not saying you should not have some 
endowment insurance, but that you should earmark 
some part of your income, especially with such over- 
whelmingly advantageous terms available under 
CARBS as absolutely untouchable retirement pro- 
visions. I think it is a very right and proper feature 


-of the Millard Tucker recommendations and I think 


the various people, including insurance brokers, who 
are suggesting that we should bring endowment 
insurance into it, are not necessarily actuated by 
entirely altruistic motives. From the companies’ point 
of view it is true that annuity business is not exactly 
profitable. We've all experienced favourable mortality 
before the pension age, but increasing longevity 
makes a profit after the pension age very uncertain. . 


MR BANGERT: The latest table of mortality figures 
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issued by the Institute of Actuaries which is used for ` 


premium rates for the majority of British offices 
covers mortality for the years 1949-52 and it shows 
very considerably lighter rates of mortality than the 
previous set which is twenty years older. The im- 
provement was principally below age 60 but there is 
a very distinct improvement. As an example — I can 
only remember, o d, rates for age 25 which 1s the 
lowest we normally look at — it used to be on the old 
table rate of mortality, 2-35 deaths in a year per 
thousand lives. 'T'he rate of the new table is something 
of the order of 1:5 deaths in a year per thousand lives. 
That is a substantial improvement. There is, how- 
'ever, a cross-over about age 8o, and above that age 
there is very little difference between the tables. 


The Long-lived Pensioner 


A MEMBER OF THE AUDIENCE: How is pension 
calculated in the case of the very long-lived pensioner? 
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System for accountancy purposes, 
_ authorities are being empowered, if they wish, to 
: l^ with receipts for rates paid by cheque. 
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Suppose a man retired at 60 and goes on to opge Or, 
e a is living on someone else’s investment 
units 


MR URQUHART: No. He is living on his own. If 
he goes on to 95 and the price of the units go up, his 
pension will go up. All insurance is worked out on.a 
matter of averages, There are those who have died 
early and there is a surplus arising in respect of those 
people and I think we realize some of the surplus. 
There is always enough to deal with these very long- 
lived people as in an ordinary annuity fund. 


"THE 
ACCOUNTANT 


167 


Eligibility - 


ANOTHER MEMBER: Are there chartered account- 
ants who are not eligible for this scheme? 


MR BANGERT: Applicants for the scheme must 
have relevant earnings within the m of the 
1956 Act. They must be members of a participating 
body, which means the Institute and the Irish body 
and the Incorporated Society. Relevant earnings can 
arise from. professional practice .or directorships 
which do not carry pension rights or from employ- 
ment where there are no pension provisions peeune 
to the empio iment 





- Receipts and Ratepayers’ Cheques 
J5 view of the changing attitude toward receipts 

for payments made by cheque since the passing 
of the Cheques Act, 1957, and the consequent 


decrease in value to rating authorities of the receipt 
local rating 


a circular to the authorities this week the 
Ministry of Housing and Local Government points 
out that the Cheques Act has not removed or modified 
Rate Accounts Orders and Regulations requiring the 
issue of receipts. Since the Act, however, many 
bodies, both official and private, have ceased to give 


` receipts and many ratepayers, therefore, will no 
~ longer expect them as a matter of course. 


from the Rate Accounts 


The circular, authorizing local authorities to depart 

Orders and Regulations in 
this respect, enables — but does not oblige — them to 
change their present practice. It also reminds 
authorities that neither the Cheques Act nor the 
circular relieves them of liability under the Stamp 


Act, 1891, to give on demand a stamped receipt for ` 


sums of £2 or over. 


The P. D. Leake Trust 


d Ki net disposable income for the year ended 
October 31st, 1957, of the P. D. Leake Trust, 
formed in accordance with the wishes expressed. in 
the will of the late Percy Dewe Leake ‘to benefit and 
advance the sciences of accounting and of political 
economy’, amounted to £10,770 as compared with 
£9,072 for the previous twelve months. Of this sum, 
£8,500 was expended in grants - £3,000 for the 
maintenance of the P. D. Leake Professorship of 


‘Finance and Accounting at Cambridge University, 


first payments of £2,000 each to the universities of 


Oxford and Birmingham for Research Fellowships 
and the first of two payments of {1,500 to the Royal 
Institute .of Public Administration to finance a 
research project on ‘Budgetary practices in public 
authorities’. 
. The balance of £2,270 was added to the accumu- 
lated income fund which, after making a provision 
of £5,834 to reduce the book amount of invest- 
ments to market value, stood at (43,401. The 
capital fund, comprised mainly of trustee and other 
quoted securities at probate values or cost, amounted 
to £114,403. At middle-market values the capital. 
fund would have been £155,970, so that the total 
worth of the trust, at values current at October 41st, 
1957, was close on £200,000. . 
-. The fifth report of the P. D. Leake Committee, 
which accompanies the accounts from which the 
above figures are taken or deduced, states that while 
the Professorship and Research Fellowships continue, 
no further long-term commitment is contemplated 
but that, in appropriate circumstances, short-term 
grants of small amounts for other purposes may be 
considered. l 

The first P. D. Leake Professor, Mr J. R. N. 
Stone, C.B.E., M.A, commenced the tenure of his 
professorship at Cambridge University on July rst, 
1955. The two P. D. Leake Research Fellows are 
Mr A A. Pakenham-Walsh, M.A., F.A.C.C.A., at 
Oxford University, and Mr L. Wilk, D.F.C., M.A., 
F.C.A, at Birmingham University. The respective 
subjects they have chosen are ‘Management account- 
ing in the service of agriculture’ and ‘Accounting for 


ation’, 


The American Institute and Tax 
Legislation 


HE Federal Taxation Committee of the American 

Institute of Certified Public Accountants, through 
its chairman, Mr Wallace M. Jensen, of Detroit (ac- 
companied by six chairmen of subcommittees), gave 
evidence last Monday before the Ways and 
Committee of the House of Representatives. The 
Institute’s committee had submitted 251 recom-. 
mendations on American federal tax law, and Mr 
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Jensen dealt orally with a few broad problems, some 
of which he said were of special interest to certified 
public accountants, 

He said that since the law was altered to allow 
deductions for deferred expenses and income received 
in advance- to bring tax computations closer to 
accountancy practice -the Revenue had realized that 
the revenue loss from these changes had been under- 
estimated and legislation was passed to cancel the 
changes. This new legislation caused hardship and 
should be modified. 

Mr Jensen. asked that the existence of a demon- 
strable natural business year should be accepted as 
a valid basis for a change in the taxable year. Besides 
removing hardship this would allow work to be spread 
more evenly. A free choice of fiscal years should be 
permitted for new parfnerships, where none of the 
members was already a partnership, trust, or cor- 
poration. Expenses payments to employees should 
not be treated as the employees' income where they 
had to account to the employer. — . 

Closely-held corporations should have the option 
of being treated as partnerships for tax purposes. 
Individuals should be permitted to average their 
income so as to avoid heavy surtax rates. Finally, 
attention should be-given to eliminating disparities 
of treatment between residents of states where the 
law of community of property applied and residents 
of other states, .. 


Surtax Directions: Apportionment of 
Income 


HEN a surtax direction is made on a com- 

pany, the company's income has to be appor- 
tioned *in accordance with the respective interests of 
the members' (Income 'l'ax Act, 1952, Section 248 
(1)) the meaning of which phrase was the subject of 
litigation in Wigram Family Settled Estates Ltd v. 
CJR, now decided in favour of the Crown by the 
House of Lords (The Financial Times, January 24th, 
1958). The company had issued 100,000 6 per cent 
redeemable preference shares of {1 each to an insur- 
ance company not liable to surtax, and was con- 
tractually bound to apply £4,000 of its profit to a 
redemption fund. When a surtax apportionment was 
made; the Special Commissioners allocated £6,000 
only to the insurance. company, being the gross 
dividend on its shares. The appellant company 
argued that in view of the requirements as to re- 
demption, the £6,000 should be increased, thus 
reducing the burden of surtax on the appellant com- 
pany. This argument was rejected in the High Court 
and Court of Appeal (35 A. T.C. 284, 460) and the 
company's appeal to the House. of Lords has now 
been dismissed. 


Manufacturers and the Budget 


HE National Union of Manufacturers has 
published its recommendations in respect of 
the 1958 Budget. It holds that the first requirement 
is the decisive restriction of State spending, especially 
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any major tax relief, the Union suggests certain 
reliefs aimed directly at increasing national pro- 


duction and industrial efficiency. These include the ` 


restoration of the 40 per cent investment allowance 
and the increase of wear and tear allowances to keep 
step with falling usn values, The starting-point 
for surtax should, in the Union’s view, be £5,000 
instead of £2,000, and surtax directions should be 
limited to the amount of profit it. is considered 
reasonable to distribute. The Union supports the 
Royal Commission recommendation of a single-tier 
profits tax and also recommends an increase in the 
maxima for directors’ remuneration. Finally, a plea 
is put in for a review of estate duty, especially in 
relation to family businesses, 


Compensation (Acquisition and Planning 
‘Bill 


ANDOWNERS have welcomed the Compensa- 
tion (Acquisition and Planning) Bill which 
amends the law of compensation in cases of com- 
pulsory acquisition of land and in cases where the 
value of land is affected by the operation of the Town 
and Country Planning Acts. 
` The general rule is laid down that a person whose 


land is compulsorily acquired shall be entitled to the ` 


fair market value. This is defined as the price between 
a willing buyer and a willing seller on the assumption 
that planning permission would be granted for the 
matters specified in the Third Schedule under the 
Town Planning Act, 1947, and also that permission 
would be granted for development which is consistent 
with the development plan. If the land acquired is 
used for purposes not in accordance with the develop- 
ment plan the compensation is to be increased 
accordingly. In slum clearance cases, where the 
property is fit for other uses, the dispossessed owner 
is to have the fair market value, not withstanding any 
existing legislation to the contrary. An owner who is 
adversely affected by a development plan who can 
prove hardship, may be able to require the local 
authority to purchase his interest. 


Importing Liquid Gas 

d b idea of importing liquified natural gas by 

sea from oilfields abroad has been under con- 
sideration for some time. It has been known that 
the undertaking was technically possible and the cost 
estimates have been quite attractive. It has now been 
announced that the Gas Council has signed a con- 
tract with the Constock Liquid Methane Corporation 
of America for the experimental importation of 
within the next twelve months. À cargo ship is being 
converted to carry about 2,000 tons and the whole 
experiment will cost this country about {1-1 million, 

he first natural gas will be taken from the United 
States Gulf Coast oilfields. The methane will be 
stored on board in five tanks insulated with balsa 
wood. The terminal in this country. will be Canvey 
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Island on land belonging to the North Thames Gas 
Board. Two storage tanks to hold the cargo are now 
under construction. 'The critical issue in the experi- 
ment will be the cost of sea transportation, including 
the capital invested in unloading facilities. Those 
taking part in the experiment are already satisfied 
that methane bought overseas to supplement gas 
from indigenous coal will prove to have a lower 
capital cost, use less labour and be cheaper to produce 
than a corresponding quantity of locally-produced 
gas. If the experiment is successful the way will have 
opened up to ship the huge reserves of methane in 
the Middle East oilfields to the gas industry in 
Western Europe. 


France Goes for Freer Trade 


We France nded trade liberalization 
in June 1957, 82 per cent of its overseas 
trade had been freed. The Finance Minister an- 
nounced in Paris this week that France hoped to 
fulfil its obligations to free 60 per cent of its trade 
with other member-countries of the Organization for 
European Economic Co-operation by June of this 
year. To judge from available statistics, this will be 
no easy target to hit in the next three or four months. 
In January, France's deficit with the European Pay- 


. “THE 
ACCOUNTANT 


169 


ments Union was somewhat higher than in Decem- 
ber, and it will have to be.covéred partly by drawing 
on the credit facilities made available for France 
abroad, and partly from the reserves of the Exchange 
Stabilization Fund. On the other hand, there was a 
favourable balance of trade with the dollar area last ` 
month. è - 

Doubtless the French Government. feels that it 
has to make a major effort to fulfil its O.E.E.C. 
undertakings as a gesture to its fellow-signatories of 
the Treaty of Rome, which establishes the European 
Economic Community (formerly referred to as the 
European Common Market). Although they did not 
concede the point in negotiations, the French are 
fully aware that the other members of the Com- 
munity went a long way when the Treaty of Rome 
was drafted to give France the maximum number of 
safeguards to alloy it to adjust its economy gradually 
to the common market. The Germans, in particular, 
were worried lest they were entering into an economic 
partnership, from which there might be no escape, 
with a country which might slide into a state of 
permanent default. The French are naturally con- 
cerned to remove such an impression and the decision 
to liberalize further their trade with Western Europe 
is no small gesture of good intentions. 





Reviews 


Cost Áccounts 


Seventh Edition, by WALTER W. Bias, F.c.a. (Mac- 
donald & Evans Ltd, London. 18s net.) 


It is always a pleasure to greet an old friend, and 
Bigg in its twenty-sixth year is indeed an old 
friend. 

Looking back, even over a considerably shorter 

riod, one can see how the work has matured. No 
onger is it worth while devoting long pages to a com- 
parison of benefits to the worker under piece-work 
and various premium bonus systems; no longer in 
establishing standards must ‘conditions of maximum 
efficiency be assumed, and an ideal thus set’; no 
longer is it necessary to insist that a costing system 
‘must be a profitable investment’. In other words, 
cost accounting has ceased to be an academic exercise 
in the analysis of figures, and has taken sinews as 
an integral part of practical industrial management. 

Even since the previous edition (published in 
1950), Mr Bigg has found it necessary to elaborate 
his chapter on 'standard costing' and to give separate 
treatment to the subject of budgetary control, in 


addition to making many textual amendments, all 
with his wonted clarity of style. 

As before, the Terminology: of Cost Accounting, 
published by The Institute of Cost and Works 
Accountants, is printed as an appendix and is fol- 
lowed in the text, though by adaption rather than 
absorption. In the earlier chapters, for example, the 
term 'cost centre' is rarely found being replaced by 
‘department’ or ‘process’ or whatever happens to be 
applicable. This, however, may well be one mani- 
festation of that background of the older public 
accounting aspect which helps give this book its 
distinctive flavour, and which is seen most clearly 
in references such as that on page 22 to 'a loophole 
by which misappropriations could be concealed’ and 
in the strong emphasis on the double-entry aspect of 
cost accounting. j 

One might wish that the writer had bent his talents 
to a study of the basic desiderata of uniform costing 
systems (Chapter X1); one might have expected some 
mention of depreciation based on replacement values 
(page 71); of the possibility of using two four-week 
and one five-week accounting periods in each quarter 
(page 67); and of other causes of discrepancy between 
cost and financial accounts (including retrospective 
adjustments, and purely clerical delays) than those 
listed in Chapter XIII; but none of these is indis- 
pensable in 'a textbook for students, expressed in 
simple language'; and judged on its own pretensions, 
this volume remains worthy of the strongest com- 
mendation. 
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An Estate Duty Notebook 


Second Edition, by G. BOUGHEN GRAHAM, LL.B., 
Barrister-at-Law. (The Solicitor! Law Stationery 
Seciety Ltd, London: 17s 6d net.) - 
In the preface to the first edition (1954) the author 
said the work was intended as a notebook to assist 
the practitioner im dealing with the estate duty 
problems which arise in the administration of the 
ordinary small- or medium-sized estate. Accordingly, 
he concentrated on the practical aspects of the duty 
ih the vast majority of estates, leaving such esoteric 
rhatters as foreign property and controlled companies 
to the large standard textbooks. 

That a second edition has appeared so soon was 
no surprise to the fortunate owners of the first 
edition, for Mr Graham produced a book of very 
great usefulness in which he displays considerable 
powers of lucid exposition, at the same time giving 
valuable practical advice. 

No one can make estate duty simple, but Mr 
Graham has made it highly readable. Needless to 
say, the new edition deals with the changes since 
1954, including the complicated provisions of the 
Finance Act, 1957. 


Silke on South African Income Tax 

by A. S. SILKE, M.COM.(HONS.), C.A.(s.A.). (Juta & Co 
Ltd, Cape Town; Sweet & Maxwell Ltd, London. 
£8 2s net.) 

This is an entirely new work, and the most compre- 
hensive we know of in relation to its particular subject. 
Mr, Silke’s Illustrations to Income Tax have run to 
five editions and are already well known. He has now 
been prevailed upon to combine it with a legal 
treatise and this new work 1s the result. 

It is, of course, a truism about all income tax text- 
books that mere, exposition, however lucid, is in- 
sufficient without copious practical examples and Mr 
Silke provides these in rich measure, there being 
more than one hundred practical illustrations. En- 
closed in a pocket in the main book is a commentary 
on the South African Income Tax Act of 1957, so 
that the reader is kept up to date. There are some 
extremely useful tables of liability. ! 


The London Capital Market 
by Norman Macrae (Staples Press Ltd, London. 
253 net.) | 
The. appearance of a new edition of this book reflects 
the popularity of this simply-written introduction to 
the structure and problems of the capital market. 
The book is in.two parts: the first describes the 
trend of post-war investment and borrowing on every 
level from that of the Government to that of the 
private individual; the second part considers the 
monetary policies of the post-war Chancellors and 
the City's reactions to them. This edition differs 
from the first only by the inclusion of a four-page 
introduction describing the main developments 
during the past two and a half years. 
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The Hospitals Year Book, 1958 


Editor: J. F. MILNE, M.C., B.sc.(ECON.) (The Institute 
of Hospital Administrators, London. 55s net; 57$ 


post free.) 
In preparing the present edition, the aim has again 
been to provide an authoritative and comprehensive 
work of reference covering all aspects of the adminis- 
tration and management of hospital and allied services 
in this country. The hospital directory sections pro- 
vide full particulars of all hospital and hospital 
authorities in Great Britain, Northern Ireland and 
the Isle of Man. Other sections include particulars 
of Government departments, statutory bodies and 
organizations concerned with hospital and health 
services, local health authorities, executive councils, 
the National Health Service Whitley Councils, and 
hospital contributory and provident schemes. The 
substantial reference section for hospital administra- 
tors includes detailed indices to statutory instruments 
and official circulars. As previously, the final section 
of the year-book comprises a comprehensive guide 
to hospital purchasing. | 
In his annual review of hospital service develop- 
ments, the editor says that capital expenditure 
throughout the hospital service generally is inadequate 
and that we are falling steadily behind other countries 
in the standards of hospital provision. There is, he 
says, ‘a wasteful expenditure of money and man- 
ower incurred in endeavouring to maintain services 
in hospitals which are obsolescent in design, structure, 
plant and equipment'. A table incorporated in the 
review shows the trend of maintenance costs between 


1949-50 and 1956-57. 


RECENT PUBLICATIONS 


Income Tax PRINCIPLES, 3rd edition by H. A. R. J. Wilson, 
F.c.A., and K. S. Carmichael, a.c.a. ix+ 180 pp. 8$ X 51. 
12s 6d net. H.F.L. (Publishers) Ltd, London. 


TAX CASES REPORTED UNDER THE DIRECTION OF THE BOARD ` 


OF INLAND REVENUR, Vol. 37, part 4. pp. 217-288. 3s net. 
H.M.S.O. London. 

INSTALLING ELECTRONIC Dara Processing Systems, by 
Richard G. Canning, xiii-c-i93 pp. 946. 48s net. 
Chapman & Hall Ltd, London; John Wiley & Sons Inc, 
New York. 

ACCOUNTING AND ACTION, An Introduction to the Methods 
and Scope of Accounting, by R. J. Chambers, Associate 
Professor of Accounting, University of Sydney. viii 4- 248 
pp. 8] X 51. 275 6d net. Sweet & Maxwell Ltd, London; 

e Law Book Co of Australasia Pty. Ltd, Sydney. 

T HE PLANNING AND MEASUREMENT OF PnorIT, A Techni ue 
of Management Accounting. 32 pp. 9X 6. 2s 6d net: The 
Association of Certified and rporate Accountants, 
22 Bedford Square, London, WC1. 

BiLLs OF EXCHANGE AcT, 1882, 17th edition incor- 
porating T'he Cheques Act, 1957, with explanatory notes 
by Sir M. D. Chalmers, K.C.B., C.8.1., revised by Maurice 
Megrah, Barrister-at-Law. viii4-108 pp. 81 x 54. 10s 6d 
net. postage rs extra. Waterlow and Sons Ltd, London. 

ION AND CAPITAL APPRECIATION CARD. 5 X 34. as 6d 
net; by post 2s 10d. The Estates Gazette Ltd, London. 

BANK AupIT, by Bruce Marshall. 384 pp. 7$X5. 
18s net. Constable & Co Ltd, London. 

Your Busness Matrsrs, by Frederick A. J. Couldery, 
A.C.A., A.A.C.C.A., A.C.C.8., and Allen J. G. Sheppard, 
B.SC.(ECON.), F.R.ECON.S., A.C.C.8. vii+236 pp. zi X 5. 
125 6d net. John Murray Ltd, London. 


p— ! 


ebruary 8th, 1958 


THE 
ACCOUNTANT 


171 


Finance and Commerce 


pital Repayment 

"HIS week's reprint gives ‘the accounts of 

. Websters Publications (Holdings) Ltd, whose 
lirectors propose to repay half the nominal capital: 
dd per 15 share of an issued capital of £173,491. The 
irocess by which this is to be done is interesting. 

The company was incorporated in August 1954 
o acquire, in whole or part, the capital of Websters 
'ublications Ltd, publishers of racing and other 
porting periodicals. At the end of the month, the 
public were offered 2,822,600 of the 1s ordinary 
Zeie at 4s each. The response was small, under- 

iters being required to take up 9o per cent of their 
>ommitments and on the first day of business in the 
ihares, dealings were marked in the Stock Exchange 
Official List as low as 2s od. 
| Mr W. D. Gibbs, the chairman, says that it was 
hoped when the company was formed that further 

'ublications would be acquired. But while proposi- 
ions have been investigated, the board has not felt 
justified in making any acquisitions. 
| He points out that the company holds 94-6 per cent 

f the stock of the operating company and that to 

ect.the repayment, the operating company will be 

iquidated. An offer will be made to the mino n 
x before the liquidation to acquire their rs st 

ts for three 1s ordinary in the holding company or 
8s 6d in cash. 

The scheme, in brief, is that the holding company 
will buy the goodwill and undertaking of the sub- 
sicliary, the greater part of the purchase consideration 
being £453,248, of which £330,000 i is for EES: 


Effect of Liqüidation 


The company will also pay a further sum equal to the 
net operating profits from September 1st, 1957, to 
complet tion of sale after all charges and an appropriate 
provision for taxation. 
On the same day, the operating company will be 

| placed in liquidation. Its only asset, after the sale, will 
‘be the total cash paid by the holding company, 
| approximately £475,000. After deducting liquidation 
costs and expenses and, on the basis of the present 
minority interests in the subsidiary, the profits tax 
distribution charge payable in the liquidation, the 
total distribution by Webi Publications Ltd, in its 
liquidation should, it is stated, amount to approxi- 
mately 7s 10d per 1s stock unit. 

- Out of the moneys received by the ‘Holdings’ com- 
| pany in the liquidation, it is proposed to repay 6d per 
Is unit and consolidate the remainder into 1s shares. 

Minority holders who accept either offer will 

participate in the 120 per cent final dividend by the 

| "Publications! company to be declared at its forth- 

coming meeting but not in a roo per cent interim 

also to be declared. Those who accept exchange into 

the ‘Holdings’ ordinary will not be entitled to its 30 per 
e 


cent final dividend to be declared at its meeting « on the 
same day. 

The distribution in the liquidation will, of course, 
be increased to the extent that profits tax is reduced 
by the offer being accepted in shares and not in cash. 


Late Figures 


EOPLE who develop a habit of being late 

Often find it extremely difficult to mend their 
ways. Something always seems to happen to rob 
them of the precious minutes and they. go on in life 
seemingly unable to realize that being on time is a 
habit disciplined by the will. Can it be that the. 
will has been lost by Decca Record Co Ltd, whose 


| preliminary statement of the results of the year to 


March 31st, 1957, were only issued on January . 
8th, 1958? 

` Certainly this is an improvement on last year 
when the preliminary statement was issued. on 
February 19th, the accounts published on March 
12th and the annual meeting held on April znd, one 
year and two days after accounting date. The effort 
promised last year to get the accounts out at ‘an 
earlier date’ has borne fruit - but very little. It is 
not too much, surely, to suggest that the accounts 
should be issued and meeting held within six months 
of date, with promise of further improvement. 

Mr E. R. Lewis, the chairman, attributed the delay 
last year to the very rapid expansion of the business, 
to great lack of space, and to difficulty in finding 
accountants. In addition, they were doubly handi- 
capped, he said, by the death of one of their senior 
accountants who had been engaged on a particularly 
complicated part of the accounts. What combination 
of SE we wonder, GC the figures this 
time 


A Good Example 


What Decca need is something of the spirit that 
recently enabled Col. T. Eustace Smith, the chairman 
of Smith's Dock Co Ltd, to say: The meeting today 
is two months earlier than last year.’ l 

This, said Col. Smith, was made possible by 
the reorganization of the company’s accountancy 
methods and by the really hard work put in by the 
secretary and his staff in order to bring this re- 
organization into effect. 

Three and a half months, which included the 
Christmas and New Year holiday periods, is a much 
more realistic time for the preparation of the com- 
pany's accounts, saii the chairman. He felt sure 
shareholders would appreciate the more prompt pay- 
ment of the final dividend and would join the board 
in thanking the staff for their good work. 

Incidentally, he added, it enabled the company 
to pay the bonus to its staff at Christmas time when 


. itis much more.valued than some three months later. 
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CITY NOTES . | |. 8. & 
|n g 


HILE the successful launching of the American 
‘Explorer’ has led to improvement in 5 
market sentiment, the driving force in the gilt- P 
edged section has continued to be the movement T 
towards lower interegt rates. The flow of funds to 
London from lower interest'rate areas has brought 
demand for short-dated Government stocks, but more 
articularly for Treasury bills. The market syndicate 
been forced to raise its bid in order to obtain a 
reasonable quota: of bills.. The. authorities,- it. is 
argued, may be obliged to make a technical adjust- 
ment in official interest rates while at the same time 
affirming that lower rates do not indicate any loosen- 
ing of credit restrictions. | 
In the industrial field, the official insistence that 
lower import prices coupled with greater productivity 
should allow lower prices of manufactured goods is 
not exactly warmly received by manufacturers who 
already find their profit margins pinched. The cut in 
the General Electric Company's interim dividend 
may be exceptional to some degree but it is a pointer 
to the general industrial profit trend and one which 
the equity market must fad difficult to ignore. 
For the present, the industrial new issue market is 
_ quiet but the demand for new capital is expected to 
be resumed shortly with some vigour. 
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lidated Profit and Loss Account of the Company and its subsidiaries dealt with thereby with the audited accounts of those 


idated Profit-and Loss Account have been properly prepared in accordance with the provisions. 


i Directors. 
of the Companies Act, [948, so as 


W. D. GIBBS, 
F. P, TURNER, 


Balances at Bank and Cash in Hand -. 


SUBSIDIARY COMPANY 
Stock units at cost .. x 
Proposed Dívidend (Net) 
Debtor as. ase 
Income Tax Recoverable 


| CURRENT ASSETS 


1956 
£ 
457,839 
5,139 
£462,978 











- RATES AND PRICES 
Closing prices, Wednesday, February 5th, 1958 
Bank Rate 

Mar. 11, 1952 95  Feb.24, 1955 44% 
Sept. 17, 1953 3176 Feb. 16, 1956 5176 
May 13, 1954 14 Feb. 7, 1957 5% 
Jan. a7, 1955 34% Sept. 19, 1957 7% 

Treasury Bills 
Nov. 29 £6 9s 2°27d% Jan. 3 £6 6s 6-70d% 
Dec. 6 £6 98 r45d9, Jan. ro 6 Gr 725d% 
Dec. 13 69s r-21d% Jan. 17 
Dec. 20 6 8s 9°94d% Jan. 24 £6 5s 656d% 
Dec. 27 6 7s 5'9g1d95 Jan. 31 £6 as 6'5od% 

Money Rates 

Day to day -§16% Bank Bills 
7 days 5176 2 months 61-64 7. 
Fine Trade Bills 3 months 61—6 7o 

3 months 71-895 months 61—6 $96 

months 71-895 months 6 Dé 
mouths sio% 
Foreign Exchanges 

New York 2:81 R—ł Frankfurt 11771-3 
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1740 ` ACCOUNTANT 


Correspondence 


Letters must be aythenticated by the name and address of 

` the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Work Study 


SIR, — May I make just two main comments on Mr 
Beard's article in your issue of February 1st dealing 
with work study and, management accounting. 

At least one of the leading firms of management 
consultants has a staff of accountants who are trained 
in work study. These accountants have carried out 
many successful work study assignments and have 
thus proved that time and motion study need not 
always be left to the trained engineer. The training 
of these accountants is, of course, very thorough and 
takes a long time. 

Mr Beard’s recommendation that standards be 
based on past records without a detailed study of the 
work elements in an operation has at least two serious 
disadvantages. Unless a detailed study is made of the 
elements, it is very difficult to determine what opera- 
tions can be eliminated as unne’ essary work, or to 
assess the method improvements that can be intro- 
duced. In many cases these two factors provide the 
main contribution to increased productivity although, 
as. Mr Beard states, the elimination of lost time is 
very important. 

Like many things, work study can be too compli- 
cated, or too simple. Too much complication is 
expensive; over-simplification can be SE and 
give misleading results. 

Yours faithfully, 
PETER ABLE. 


Advertising Expenses and Turnover 


SIR, - Your contributor ‘A member of the Stock 
Exc ' raises a most interesting point in his 'Stock- 
broker's view of company accounts' in your issue 
of February rst. 

He asks that company accounts should publish 
details of advertising expenditure in relation to 
turnover. 

This is a sign of the times. It is the first recognition 
I myself have seen in a professional journal of a 
tendency that has been increasingly apparent in 


recent years — that sales efficiency is in these days as’ 


important as production efficiency. Many share- 
holders have indeed learned to their cost over the 
years that a firm which makes well, but sells badly, 
can be a very poor buy indeed. 

Basically, therefore, everyone will agree with the 
principle. But in practice how far can it go? Obviously, 
it is the company's direct advertising in the Press and 


which its competitors would give their heads to le 


importance of the chairman's review, and goes on 
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on television which catches the shareholder's (and 
stockbroker’s) eye. But this is only the end of a lo 
chain of processes — market research, product p 
ning, merchandising, packaging, distribution 
salesmanship — just as the product itself is the end 
a chain of 'back-room' technical processes of whi 
its user never hears. | 

It could be most misleading to publish year-t 
year fluctuations in actual advertising costs, witho 
lnking them to the company's long-term sal 
activities. To do that, might well disclose de 


There may be an alternative which your co 
tributor himself has provided. He emphasizes 


say ‘you should form an early opinion as to wheth 
a company is well or badly managed'. Advertising 
sales promotion are just as much a tool of manag 
ment in these days as an electronic computer or 
line of automatically-controlled machines; and 
management is efficient, it can be relied upon o spe 
its shareholders’ money with as much SEH 
in one field, as in the other. 

It may be that in the past, chairmen's stateme 
have concentrated too much on the production si 
and not enough on sales and marketing. If su 
information would be of real value to shareholders 
the stock exchange, I am sure that most chairm 
would be glad to deal with the broad policy (witho 
necessarily going into details which might help 


competitor). 
The opinions of other readers would be welcome 
Yours etc., 
London, EC4. GAVIN STAREY. 


Decimal Coinage 

Sir, - I have followed with interest the correspor 
dence concerning the decimalization of Engli 
currency and it appears that there are a number 
difficulties which no scheme quoted has managed 1 
overcome, The only schemes or systems which ca 
be considered workable are those which take int 
account the following: 

(1) The change-over should be capable of quic 
conversion or otherwise there will be two activ 
currencies in England. 

(2) The basic unit or ‘one’ should not be too smal 
and the smallest sub-unit should not be too: larg 
in value, 

(3) A new system should avoid introducing too man 
strange-sounding coins as this would be unfa 
to the average British citizen who would have t 
acclimatize himself to new money ideas. 

(4) The value of the 1d must be maintained for tt 
reasons mentioned by Mr Shanks (January 2st 

l issue). 

After considering the above, I have come to th 
conclusion that because of reason (1), above, all coin 
must retain their present relative value to one anothe: 
Reason (2) abqve. will rule: out. the idea of. 100 half 
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pennies or 100 pennies to a unit. Reason (3) will make 
it objectionable tó introduce dollars and cents as 
people will, at first, be running a 'rate of exchange! in 
their minds between the old currency and the new. 
Reason (4) makes the “ro pennies to a shilling’ scheme 
unworkable. 


The system I would suggest is as follows: 


Old coins 
or notes removed 





As can be seen, seven coins or notes are removed, 


| their places being taken by four new ones (the names 

E are immaterial). The value of money relative to goods 
is unchanged as is the value as between themselves. 

| There 1$ no reason why the scheme could not be 

| introduced almost overnight, for present coins could 
continue to be used she te new ones are intro- 
duced. T'he old ones would ually be absorbed by 


the banks and post offices while, in writing, amounts 
could be decimalized. 
' Yours faithfully, 
London, E5: 'M. ACKERMAN. 


Film Production Costs: Accounting 
and Tax Treatment 


| Sm, - I am much intrigued by Mr Sundararaman’s 
` problems i in film production accounting (February at 
issue). In applying the method he mentions for non- 
company producers, I cannot see that there is in it 
 &nything necessarily contrary to the ‘true and fair’ 
phrase required in the auditor's docket under the 
Companies Act. Both from the point of view of the 
| Companies Act and the Inland Revenue, the method 
advised by his firm might well be equitable, ha 
regard to the particular films in question, whiet 


- — 3 


should, I think, be treated individually on their. 


merits, 

The stock value of films is almost wholly an assess- 
ment of cost based on remaining future box-office 
attractiveness. As this factor must often be of con- 


eiderable uncertainty, I am inclined to agree with 


the film producing experts that it is; impossible to 
value stocks of films with any degree of accuracy. I 


do not, however, agree with Mr Sundararaman, that 


costs of production and the amount written off, 


should be included in any other way than in the. 


body of the accounts. The stock value is a current 
dsset. — `, 
As long as. the anticipated remaining pox-office 
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value exceeds the total cost of production (or such 
part of it as has not already been written off), it 
might be a good working rule to value the stock of 
films on hand at the proportions of cost remaining 
after the percen permitted to be written off in 
each year by the Indian Inland Revenue, have been 
written off — which would be nil after the second year. 

If the films are dealt with each on their own merits, 


- and as the Inspector of Taxes has power to vary the 


application of the rule, I see no reason why both 
methods cannot be used together in the same com- 
pany, for specific films, and a justifiable case made 
out to the d Revenue. j 

When Mr Sundararaman mentions that, in the 
case of leased films and films on which rights are 
assigned for pe periods, gross income is 
treated as taxable income in the first year of lease, I 
presume he means that this gross income is to be 
credited in the trading account to which the agreed 
percentage of production cost is to be debited for 


that year. . . Yours faithfully, 
KENNETH L. APPLETON, cA. 
Kilbimis, Scotland. | 


Accounting for Inflation 


Sm, - - In a very interesting letter appearing in your 
issue of January 18th, Mr H A. Briscoe states that 
saving is equal to investment and that this holds for 
all forms of income. 

He goes on to say that if replacement accountants 


wish to establish the truth of their method they must 


show that savings are not equal to investment if the 
value of money changes. 

Why must they? As investment and savings are 
always equal, the replacement accountant by showing 
that one is wrong, shows that both are wrong, each 
being equally wrong, as profit i is one of the forms of 
income included in ‘savings’. 

Yours very truly, 
LESLIE GRIEVES BUCKLE, A.A.c.c.a. 

“Cottingham, Yorks. - 


The Society’s Final Examination Results 


SIR, — As readers may be confused by the advertised 
claims of tutors regarding the coaching of the gentle- 
man from Waterford who took first place in’ the 
November 1957 Final examination of The Society of 
Incorporated Accountants (in voluntary liquidation), 
may we be allowed to. state that we understand from 
our friends, the School of Accountancy, that he worked. 
a full course with them, whereas he took and worked a 
course with us in three subjects onm. viz. accounts, 
auditing and costing. l 
Yours faithfully, 
For and on behalf of 

H, Fonge Lyncu & Co Lrp, 

H. À. is J. WILSON, 


— London, ECZ. Director. ... 
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- Electronics in the Office 


Automatic Data Processing Conference 


N automatic data processing course for industry 

arranged by John Diebold and Associates Inc, of 
New York, with the support of the British Institute of 
Management, was held recently in London. 

'Thé course, first announced in our issue of Decem- 
ber 21st, 1957, was addressed by Mr Diebold who in 
1952, at the age of 26, published the first book to’ 
forecast the: social and economic consequences oE 
automation. 

Although there were more than 1,000 computers in 
operation .in business and industry in the United 
States, Mr Diebold said that their record of accom- 
plishment was 'far from brilliant'. Very few cf them 
were used in a way that even began to make full use 
of their potentialities and generally they were used to 
do precisely what was done equally well - and in many 
cases for far less cost — by punched-card machines. 

Two-thirds of 300 companies interviewed were 
disappointed with the results obtained by the use of 
a computer and the vast majority of these firms found 
that their clerical savings were less than $6,000 a year. 

The business man, he felt, is seldom told that 
&nything the machines may do to relieve the shortage 
of clerks is trivial compared with what they could do 
to improve the way his business runs. Management 
was. still pursuing the 'will-o'-the-wisp' of labour 
savings as the principal justification for the computer. 

The emergence of the European Common Market 
had caused automatic data processing to become of 
increasing importance to companies dependent upon 
Western Europe as a market. The emergence of the 
market required peak efficiency and would permit 
the efficient company to take full Geer of its 
increased competitive status. 

Mr Diebold, in the course of his interesting address, 
also referred to some differences between British and 
European companies and American companies. British 
and European business men were used to ‘squeezing’ 
much more from their automatic data processing 
equipment than Americans who were less concerned 
with refined uses of their equipment. He considered 
that European business men take a more scientific 
approach to management and that they have a far 
better basic education and training. 


Device for ‘Reading’ Handwritten Numerals 


| N experimental device the size of a portable type- 
writer that can read handwritten numerals or 
identify numerals as they are being written was an- 
nounced recently by Bell Telephone Laboratories Ltd. 
The device could be important in any situation where 
it is necessary to write and identify sarge quantities 
of numerals. 

This new machine recognizes numbers as they are 
being written and indicates the numerals individually 
by lighting up the correct digit on a numbered panel. 
The number is written by a metal stylus on a specially- 
prepared writing surface. Two dots, one above the 
other, on the surface are used as reference points. 
Seven sensitized lines or vectors extend radially from 
these two dots and numerals are recognized by the 


machine, depending upon which of these lines are 
crossed. To clear the device for the next number, the 
writer touches the stylus to a special plate which causes 
the previous number to be 'erased'. 

To recognize previously written numerals, it is 
necessary to have them written with a pencil containing 
a conductive lead. A card bearing the numbers is 


inserted in the machine into a special slot under a plate | 
similar to that described above. The machine then | 


uses the same principle for recognizing numbers 


. already written as it does for the ones written on the 


machine with the stylus. It determines which sensitized 
lines have been crossed and indicates the proper 
number by illuminating a numeral-on the lucite panel. 
This information could be transferred to an accounting 
machine, computer or other data processing device. In 
order that written numerals may be' read with a mini- 
mum possibility of error, mild restrictions must be 
placed on their size and form. 
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Figures (a), (b) and (c) show graphically the opera- 
tion of the device. Figure (a) showa how the two-dot 
constraint serves to guide the formation of numerals, 
while figure (b) indicates the wide variations permissible 
in forming the numeral 3. The logic circuits in the 


.device have been set up so that any of the forms of 


figure (b) would be properly recorded as a 3. Figure 
(c) indicates how the constraining dots and radius 
vectors are set up. 

This technique has been extended to permit. the 
identificatjon of handwritten letters in a'similar manner. 
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In Parliament 


Income Tax Assessments: Appeals 


Mr CoLLNs asked the Chancellor of the Exchequer if 
he is aware that in some districts, income tax notices 
of assessment were sent out as late as December roth 
and that by December 31st taxpayers were required 
not only to give notice of a wish to appeal, but also to 
state the grounds of appeal, and to suggest an amount 
to be paid on account; and if, to avoid the injustices 
which often arise, he will take steps to extend the 
period of notice of appeal and also arrange for a copy 
lof the assessment to be sent to the taxpayer's adviser. 
| Mr Amory: I have noted the hon. Member's sugges- 
tion as to extension of the appeal period. The admini- 
strative cost of sending a copy of the notice of assess- 
ment to the taxpayer's adviser would, in my view, not 
‘be justified. A person giving notice of appeal is not 
obliged to suggest an amount to be paid on account. 
| Mr CorLiNs: Is the right hon. gentleman aware 
that he has not dealt with the question of extending 
tne period for appeal, and the fact that the Inland 
Revenue have six years in which to appeal, as com- 
ipared with the taxpayers’ twenty-one days? Is he 
‘aware that the district referred to in the question is his 
own, and that one West Country accountant had the 
business over Christmas of telephoning about fifty 
farmers and sending out blind a number of appeals, 
| which caused much more work? Will he have a look 
at the matter again, because there is so much carbon 
on the assessment forms already that a little bit extra 
would not matter very much? : 

Mr Amory: I do not think that the suggestion of 
"sending out copies of assessments to advisers would 
,be a good one. Indeed, I am told that it would mean 
: sending out something like a million and a half addi- 
tional communications. I am considering carefully the 
hon. gentleman's suggestion about an extension. 


Hansard, Jan. 28th, 1958. Oral Answers, Col. 193. 








Taxation 


Mr Peyron asked: the Chancellor of the Exchequer if 
he will introduce legislation to ensure that in no circum- 
stances can any taxpayer be liable to pay tax at a rate 
which exceeds 20s in the £. 

Mr Amory: If my hon. friend will let me know the 
type of case he has in mind I will gladly look into it. 

Mr Peyron: Would my right hon. friend have a 
look at the effect on private companies which has fol- 
lowed the withdrawal of the Chancellor's ‘umbrella’ 
aad which has resulted in companies being faced with 
supertax payment? I believe that there is an injustice 
here. Will my right hon. friend look into it? 

Mr Amory: I shall be looking at all these matters 
in the course of the general review of taxation which 
I shall be making in the next few months. 


Hansard, Jan. 28th, 1958. Oral Answers, Col 199. 


Estate Duty 


Mr Peyron asked the Chancellor of the Exchequer if 
he will introduce legislation to ensure that executors 


shall in: no circumstances be liable for estate duty. 


on funds which in fact they have never received. 
Mr Amory: My hon. friend is ne doubt referring to 
differences between the value of property at the date 
of death and the price at which it is subsequently 
realized. I have noted my hon. friend's suggestion. 
Mr PEYTON: I am very grateful to my right hon. 
friend for his encouraging answer, but will he bear in 
mind particularly the effect of Section 55 of the 
Finance Act, 1940? Will he consider in a general 
survey the disastrous and really cruel results which 
have occurred recently in instances following a death 
which preceded the increase in the Bank rate? 
: Mr Amory: I will take note of what my hon. friend 
as said. 


Hansard, Jan. 28th, 1958. Oral Answers, Col. 200. 


Income Tax: Married Women 


Mr Hornsy asked the Chancellor of the Exchequer 
what would be the cost to the Inland Revenue in the 
current financial year if the earned income of married 
women was assessed for taxation separately from their 
husband’s income. 

Mr Go: If the earned income of a married woman 
were taxed as if it were, in all reapects, the income of 
a single person, and the income of the husband were 
taxed as at present, the loss to the Revenue would be 
about £5 million. 


Hansard, Jan. 28th, 1958. Written Answers, Col. 42. 


Companies: Surtax 


Mr LaANGFORD-HOLT asked the Secretary to the 
Treasury, in the case of how many companies were 
surtax directions under Section 245 of the Income Tax 
Act, 1952, given in the year ended March 31st, 1957; 
and how many companies offered to make additional 
distributions after action under that section had been 
initiated. 

Mr Simon: Notice of a surtax direction was given 
in the year to 886 companies; 808 of these were invest- 
ment companies which are subject to automatic 
direction. During the same period action under the 
company surtax legislation was discontinued against 
258 companies which had offered to make additional 
distributions. 


Hansard, Jan. 28th, 1958. Written Answers, Col. 4 43. 


Companies: Capital 
Mr CRONIN asked the Chancellor of the Exchequer. 
if he would put in hand measures to prevent the 
circumvention of the Capital Issues Committee by 
companies who handed over some of their own shares 
in exchange for the share capital of other companies 
whose principal asset was cash. 

Mr Amory: There are several methods by which 
capital may lawfully be raised without the consent of 
the Treasury, and I am considering the possibility of 
bringing these under control. 


Hansard, Feb. 4th, 1958. Oral Answers, Col. 976. 
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New Legislatio 
All new Acts will be noted in this column, together with those Statutory Instruments which are 
of intérest to the profession. The date given indicates when an Act received the Royal Assent 


or wher a } Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


| STATUTES 
_ (6 Eliz. 2) 
Chapter 1: National Insurancé (No. 2) Act, 1957 


An Act to increase contributions and benefits under 
the National Insurance (Industrial Injuries) Acts, 1946 
to 1957, and the National Insurance Acts, 1946 to 1957, 
to repeal Section 4 o£ the Finance Act, 1947, to 
increase pensions under the Old Age Perisions Act, 
1936, by an amount equal to the current value of 
tobacco tokens issued under the said Section A and 
to amend the conditions of entitlement to benefit under 
the Industrial Diseases (Benefit) Acts, 1951 and 1954, 
payable to or in respect of a person who contracted the 
disease of byssinosis; and for purposes connected with 
the matters aforesaid. 


Price Is 3d net. November 28th, 1957. 


Chapter 2: Expiring Laws Continuance Act, 1957 
An Act to continue certain expiring laws. 
Price 4d net. December 19th, 1957. 


Chapter 3: Yarmouth Naval Hospital Transfer 
. Act, 1957 

' An Act to transfer the Royal Naval Hospital at Great 

Yarmouth to the Minister of Health; and for purposes 

connected therewith. 


Price 4d net. December 19th, 1957. 


Chapter 4: Public Works Loans Act, 1957 


An Act to grant money for the purpose of certain local 
loans out of the Local Loans Fund, and for other 
purposes relating to local loans. 


Price 4d net. December 19th, 1957. 


: STATUTORY INSTRUMENTS 


The Registration of Restrictive Trading | 
Agreements Order, 1957 | 


(S.I. 1957 No. 2158) 


This Order, which came into operation on December 
31st, 1957, appoints the day on which all restrictive 
trading agreements not covered by the Registration of 
Restrictive ''rading Agreements Order, 1956, become 
subject to registration under Part I of the Restrictive ! 
Trade Practices Act, 1956. The period, within which 
particulars relating to agreements are to be furnished 
to the Registrar of Restrictive Trading Agreements, is 
three calendar months 

In the case of an agreement which is not subject to 
registration by virtue of this Order by reason’ only 
that the restrictions accepted under it relate to the 
supply of goods by export from the United Kingdom 
or to export and overseas trade, the provisions of sub- 
section (1) of Section 31 of the Act will apply. | 
Price 3d net. December 31st, 1957. 


Notes and Notices 


PERSONAL 


Messrs BRYDEN, JOHNSON & Co, Chartered Account- 
arits, of 13 Southampton Place, High Holborn, London, 
WC1, announce that as from January ist, 1958, they 
have admitted to partnership Mr D. K. JOHNSON, 
A.C.A., who has been associated with the firm for a 
number of years. The practice will be continued under 
the same style as hitherto. 


Messrs GODWIN & TAYLOR, Chartered Accountants, 
of 7 Staple Inn, Holbórn, WC1, and 24 Station Road, 
Redhill, Surrey, announce that Mr FREDERICK CHARLES 
PARSLOW, A.C.A., and Mr GzgoRGE WILLIAM MARTIN, 
A.C.A., who have been associated with the firm for a 
number of years, have been admitted to partnership 
as from January rst, 1958. 


Messrs REDMAN & ROKER, Chartered Accountants, 
of 12 Gilbert Road, Swanage, and at Wareham, 


announce that Mr J. V. PRICE, A:c.A., who has been a 


senior member of their staff for the past three years, 
and Mr E. J. PULLEN, A.C.A., who has been a senior 
member of the staff of a firrn of chartered accountants 


in Cornwall for some years, have joined them in 
partnership as from February rst, 1958. The name of 
the firm will remain unchanged. 


Messrs ROBERT S. Lorp, WAREHAM & Co, Char- 
tered Accountants, of 6 Brewer Street, St Aldate’s, 
Oxford, announce that as from January 17th, 1958, 
they have removed their offices to 67/68 St Aldate’s, 
Oxford. They also announce that as from the same 
date they have changed the firm’s name to WAREHAM, 
HowaRTH & Co, and the practice will continue to be 
carried on by Mr C. G. WAREHAM, F.c.a., and Mr 
W. W. HOWARTH, F.c.A., as heretofore but under the 
new name. 


OBITUARY 
JoHN ROBERT KINNIS, F.C.A. 
We have learned with regret of the recent death at the 
age of 78, of Mr J ohn Robert Kinnis, F.C.4., formerly 
senior partner in the firm of A. J. Downs & Co, 
Chartered Accountants, of Hull and Grimsby. 
Mr Kinnis served his articles with Messrs John M. 
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Winter & Sons (now-Messrs Winter, Robinson, Sisson 
& Benson) of Newcastle upon -Tyne. He then spent 
several years with Messrs Barber & Co, of Sheffield, 
before going to Grimsby in.1913 to take charge of. the 
Grimsby branch of Messrs A. J. Downs & Co. He was 
admitted to partnership five years later gnd was senior 
partner in the firm. when he retired in. October 1956. 
He was admitted an Associate of the Institute in 1913 
and elected to Fellowship in 1928. 

` Mr Kinnis did not seek the public eye bus he was 
held in the highest esteem by a wide circle of friends 
and business associates. He was a keen sportsman. and 
played golf to within a few months of his death. He 
was President of the Cleethorpes Golf Club and a keen 
supporter of the Grimsby Town Football Club and 
Cleethorpes Cricket Club. ` i 


INSTITUTE OF INTERNAL AUDITORS 
MANCHESTER CHAPTER 


At the inaugural meeting of the Manchester Chapter 
of the Institute of.Internal Auditors held on January 
22nd, the following’ principal officers were elected: 

President: Mr H. C. Booth, A.C.A. 

‘Vice-President: Mr. K. Bradley, A.C.I.8. 

Secretary: Mir R. S. Rossiter. 

i Treasurer: Mr R. B. Hyde, A.C.A. 

The Governors of the Chapter i are the four principal 
officers and Mr A. D. Compston, a.c.a. Chapter 
meetings are to be held in March, April and May. 
Further information can be obtained from the Secre- 
tary of the Chapter, at Shell- Mex And B.P. Ltd, 
7 Oxford Road, Manchester. 


THE BLACKPOOL AND FYLDE BRANCH ` 
CHARTERED ACCOUNTANTS! SOCIETY 


The ninth annual meeting of The Blackpool and Fylde 
Branch Chartered Accountants’ Society was held at 
The Palatine Hotel, Blackpool, on -January 27th, 
following a luncheon. The ‘secretary reported that 
the monthly luncheon meetings had been regularly 
held and that the membership had shown a slight 
increase from. sixty-four to sixty-seven during the year. 

Mr H. Denner, F.C.A., was re-elected President for 
the ensuing year, and Mr J. S. Darwell, F.c.a.; was 
appointed Chairman. Mr J. D. Eckersley, a.c.a., was 
reappointed Hon. Secretary, and Mr J. S. Walker, 
F.C.A., Was reappointed auditor. Mr A. Bleazard, 
F.C.A., Was again appointed the Branch's representative 
to the North Lancashire Branch. 

In addition, the following members were. elected 
to the committee for 1958—59: 

Messrs J. Blane, G. A. Box, C. Brooke, TC; Bryan, 
G. B. Counsell, FC Darwell, A. T. Mather, 
E."A. Nickson, F. S. Nickson, M. S. ‘Owen and 
W. G. Wearden.  - : 
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THE EAST ANGLIAN CHARTERED 
"ACCOUNTANTS* STUDENTS’ 
ASSOCIATION 


T he next two lectures in the programme of The East 
Anglian. Chartered Accountants! Students’. Assocta- 
tion will be held.on February 14th at The Golden Lion 
Hotel, Cornhill, Ipswich. The morning and afternoon 
lectures will both be by Mr. H D. Penfold, Barrister- 
at-Law, who will take as his subjects 'Company law — 
past examination questions’, and ‘English law — recent 
changes’. . 

The Second two lectures in the programme will be 
on March 19th at The Lion Hotel, Cambridge, when a 
lecturer fromthe’ University will speak on economics 
and Mr A. R. Ilersic, M.sc. (ECON. ), B.COM., will apeak 
on ‘Current financial probl 

A tuition course 1s being arranged to take place in 
Norwich during the week commencing April 14th. 
The lecturers will include Mr W. W. Bigg, F.C.A., 
Mr H. A. R. J. Wilson, F.c.4., Mr P. E. Harris, A.8.A.A., 


, Mr L. J. Northcott, F.C.A., and Mr K. S. Carmichael, 
; &.C.A., all of H. Foulks. Lynch & Co Ltd. The course 


Secretary is Mr G. S. H. Dicker, F.c.a., 2 South Quay, 
Great Yarmouth. 


EDUCATION STATISTICS 


The sixth edition of the annual- booklet: Education 
Statistics, published jointly by The Institute of 
Municipal Treasurers and Accountants and The 
Society of County Treasurers, contains information 
de all local education authorities in England and 
Wales. . 

The average number ‘of pupils, number of schools 
and number of pupils per teacher are given for each 
authority, and thére is also an analysis of costs per 
pupil in primary and secondary schools over the main 
headings of expenditure. 
` The total get expenditure chargeable to rates and 
grants during 1956-57 was £491,083, 669, compared 
with {419,208,892 in the previous year, and the 
average number of pupils on school registers totalled 
6,796,672. The total net expenditure chargeable to 
rates and grants per one thousand pupils was £10,995 
(£9,433). The cost of school meals was composes of 
9: ‘16d for food and rr: d for overheads 


APPROVED AUDITORS: FRIENDLY 
. SOCIETIES :; 


The Chief Registrar of Friendly Societies has issued 
a supplementary list of approved auditors giving. the 
names of thirty-eight new. appointments and. the 
names of twenty-eight whose. appointments have. been 
discontinued. aT 


! Education Statistics 1956-57. 35 post free. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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INSURANCE STATISTICS . 


The publication Statements of Life Assurance and Bond 
Investment Business, with the Board of Trade 
during the year ended December 31st, 19 56, is now onsale.! 
It follows the style of last year’s edition. T'he 
statements of all companies, both British and over- 
seas, which carry ,on life assurance and/or bond 
investment business in Great Britain, have been 
reproduced in full, i.e. life assurance and bond invest- 
ment revenue accounts, profit and loes accounts, 


balance sheets and certificates, and returns under the. 


Fourth and Fifth Schedules to the Assurance Com- 
panies Act. 1909, as applicable. 


1H.M.S.O. Twelve guineas per set of three volumes or 
sold separately). 
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LONDON UNIVERSITY LECTURES ON 
ECONOMICS 


A course of four special University of London lectures 
in economics and political science will be given by 
Professor D. Patinkin, PH.D., Professor of Economics 
at the Hebrew University, Jerusalem, on March 6th, 
4th, roth and 11th, at the London School of Economics, 
Houghton Street, London, WC2. 

In the first and second lectures, Professor Patinkin 
will consider ‘Liquidity - preference and loanable — 
funds theories; stock and flow analysis’, and in the 
final two lectures his subject will be ‘A restatement of 
Keynesian economics’, 

The lectures, to which admission is free and without 


` ticket, will commence at € p.m. 


LONDON STUDENTS' COLUMN. 


News from the London Chartered Accountant Students’ Committee 


Dance 


A successful dance was held at the Royal Festival Hall 


on Friday, December 2oth. No fewer than 830 mem- 
bers and their guests attended. 


Study Room 
The Committee has followed up the suggestion of a 
member and will purchase some coloured prints of 
City landmarks to hang in the study room at Spencer 
House. : 
Welcome Meeting 
On Tuesday, January 14th, a meeting was held at 
Guildhall. This was to welcome not only articled 


clerks who have recently joined the Society, but also’ 


students who will shortly join the Chartered Account- 
ant Students’ Society under the integration scheme 
with the Society of Incorporated. Accountants. A 
report of the meeting appeared in The Accountant of 
January 25th. 
Chess 
It is hoped that the Chess Club is about to ‘restart 
and members who are interested should contact the 
new organizing secretary, Mr Vernon Jones, at the 


Library. 
ni Union Conference 

The Committee received the first report of the Union 
of Chartered Accountant Students’ Societies’ Confer- 
ence held at Birmingham in December. At this con- 
ference nearly fifty delegates from twenty-four students’ 
societies from all over. the country came together to 
discuss a very wide range of subjects and mutual 
problems. From this meeting a liaison committee is 


elected who will meet members of the Council of the 
Institute informally and discuss further the ponts 


raised. A report of the Conference appeared in The | 


Accountant of December 14th, 1957. 
Sport 


Recent results of the sports clubs have been very | 


encouraging. The Society defeated the Bristol 
Students’ Society at hockey and at rugby football. At 
badminton there was one win, against King’s College, 


and one defeat, at the hands of Woolwich Polytechnic. ` 


Next Week's Meetings 


The following meetings of the Society will be held 

during next week: 

Monday, 3.15 p.m., at Incorporated Accountants Hall: 

ntroductory course lecture on "Ihe fundamentals of 

accountancy’, by Mr R. J. Carter, B.COM., F.C.A. (Secretary ` 
of the Students' Society). 

Tuesday, 5.15 p.m., at 
Introductory course lectures on (i) "The functions and 
form of the profit and loss account and the bag 
sheet’, by Mr R. J. Carter, B.COM., F.C.A., and id (Bar 
English judicial E Om, by Mr P. W. Medd (Bar- 
rister-at-Law). 


Wednesday, 5.30 p.m., at the Institute: Speakers’ course: 


lecture an ration on ‘How to deliver a speech’, 


' by Miss H. M. Taylor (principal, The Abbey School for 


Badminton v. Barcla 
Friday, 5.39 p.m., at the 
on "Modern developments in assurance', by Mr K. G. 
Tew, F.A, (group pensions artment, Prudential 
Assurance Co). Chairman, Mr J. Mann, M.B.E., M.A., 
F.C.A. (member of the Council of the Institute). 
Squash v. Old Harrovians. 


Bank. 
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Accounting for Women 
L is estimated that about 450 chartered accountants and 


150 certified accountants in the United Kingdom are women, 
a representation in the combined ranks of around 1 per cent. 


No statistics are available as to how many of this ‘gallant six 


hundred’ actually follow their profession in practice or in com- 
merce but a number, it is known, are married and have retired 
from accounting work although retaining their memberships. 

The only corporate body in this country connected with 
accountancy and exclusive to women appears to be the Women 
Chartered Accountants’ Dining Society. Its members . dine 
graciously together once a year and hold a very occasional meeting 
to drink tea and discuss professional topics. Full participation by 
women members in the affairs and activities of the Institutes 
and the Association is, of course, welcomed but, so far, petticoat 
influence in the Council chambers and at summer and autumn 
meetings has not been pronounced. 

In contrast to their coy counterparts in the United Kingdom, 
American women accountants operate in a comparative blaze of 
publicity. The American Women's Society of Certified Public 
Accountants, founded in 1933, has about 400 members and an 
affiliated organization, the American Society of Women Account- 
ants — among the objects of which is to encourage women to 
work towards acquiring certified public .accountant status — was 
started in 1938 and has a membership around 2,500. The two 
societies publish jointly a bi-monthly magazine and each issues 
a bi-monthly bulletin or news-letter. The three main objects of 
the parent society are to encourage more women to enter the 
accountancy profession and to seek higher attainments as account- 
ants; to make the public aware of the abilities and achievements 
of women accoüntants; and to encourage women accountants to 
participate in the activities of professional organizations. 

There are, it is reckoned, almost 1,000 women certified public 
accountants in the United States — about 2 per cent of the total 
number of certified public accountants in the country — and, as 
a result of surveys made in recent years by the parent society 
and from other information available, much is known about their 
background, present standing and future prospects. According 
to the number of certificates issued by the State boards of 
accountancy, the greatest concentrations of women accountants 
are to be found in the States of New York, California, ‘Illinois 
and Texas, which together cover about 45 per cent of the total. 

Further evidence that women C.P.A.s are gregarious is supplied 
by the 1956 survey (based on 363 replies to approximately 700 
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questionnaires sent out) which shows that three-: 


quarters of them work in cities with a population 
of 100,000.or more. According to the same 
source, of those employed (335 out of 363) 68 per 
cent are engaged in public accounting, 18 per 


cent are in industry, 6 per cent are in. Govern- 


ment posts and 4 per cent each in teaching 
and in miscellaneous occupations. Of the 229 
‘engaged in public accounting, 88 conduct their 
‘own practices and 42 are partners in C,P.A. 
firms, The remainder are employees, 40 in 
‘national firms and 59 in local firms. 

Of the 363: respondents to the survey;. 56 (or 


I5 per cent) are under 30, 155 (or 43 per cent) 


are between the ages of 30 and 40, 100 (or 28 per 
cent) between 40 and 50, and 52 (or 14 per cent) 
over 50. In all, 169 (or 47 per cent) are married 
and, of these, 113- have children. The earnings 
of women accountants in America, as elsewhere, 
vary with age, occupation and geographical loca- 
tion but the survey reveals that of the 309 who 


gave particulars of remuneration, 69 (or 22 per 
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cent) are earning less than $5,000 per annum. 
At the other end of the scale 47 (or 15 per cent) 
are earning more than $10,000 per annum. As 
might be expected, the highest and lowest 
average earnings are found among those engaged 


in public accounting but, overall, the earning 
. power of those employed in industry is 


greater... 
The above selection of statistics is sufficient 


to show that a great deal more is generally known 


about the distaff side of the profession in America 
than in this country. If. some comparable details 
of the geographical disposition, duties and des- 


tinies of women accountants in the United | 
Kingdom were readily available, then more girls 


of real ability than have so far been attracted to 
the profession might well be persuaded to make it 
their career. The special opportunities for women 
in accounting are considerable but their existence 
must be brought home realistically to parents 


-and careers mistresses as well as to the girls 
themselves. - , 


Management and Men 


M.A., F.C.A., A.C.W.A., considers some of . 


C): another page, Mr BRIAN A.. MAYNARD, 


the problems the professional firm faces 
when it aspires to set up a separate department 
to install and develop management accounting 
systems for its clients. As always in the account- 
ancy profession, one of the principal preliminary 
considerations is the recruitment of suitable staff. 


Mr , MAYNARD envisages the management ac- . 


counting specialist in a professional. office as a 
man of not less than 27 with, first of all, a good 
academic and industrial background. He must 
be able to work hard, master detail, get on with 
the human race at all its widely assorted levels 
and approach each new situation with enthusiasm 
and with the determination to cope with it. 


‘Modest stillness and humility’ need not be 
prerequisites because these virtues will almost: 


certainly be acquired, if they are not. already 
inherent, when early difficulties and first failures 
are experienced. 


‘installation accountants’ can be ‘costly and 


Mr. MAYNARD makes two interesting suggestions 
which..firms contemplating the establishment of 
a specialized service in management accounting 
would be well advised to reflect upon. The first 
is that the accountancy profession should establish 
a central information service of its own on the 
powers and performances of accounting mach- 
inery and office equipment. The second is the 
publication —:also under the profession's direction 
— of an authoritative guide to the kind of informa- 
tion required by management at its various 
levels in the main types of organization. The 
existence of these facilities would have two main 
advantages. One would be the availability to 
every firm of information at a fraction of the cost 
to any. individual firm. The other would be the 


assurance that by taking full advantage of this 


communal source of knowledge, the medium- 


sized and. smaller firms would not, in MR 


MAYNARD's phrase, drift into a position where an 


" increasing number of their clients were better 
Training staff of this calibre to become expert i 


informed in matters of management BCCONDOUE 
than themselves. 
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Overseas Trade Corporations. 
SOME TAX DISADVANTAGES EXAMINED 
by ARTHUR REZ, B.Com., F.A.C.C.A. i 


HE enactment of the provisions relating 

to overseas trade corporations in last year’s 

Finance Actimpléments the Government's 
undertaking to afford tax relief in respect of 
trading profits arising overseas intended to be 
applied in developing trade abroad. But the 
broad picture presented by this legislation is one 
of severe control and restriction of the consequent 
advantages so as to prevent the benefits being 
enjoyed by companies which fail to retain profits 
in the business. Furthermore, not all companies 
resident in the United Kingdom which carry on 
business overseas qualify as overseas trade cor- 
porations, as Section 24 specifically excludes 
certain activities, particularly of a financial 
character, from the opération of the Act. 


No Blanket Exemption 


It should be realized that the new legislation 
does not give a blanket exemption from tax to 
companies whose businesses are recognized as 
possessing the necessary qualifications. For this 
purpose, Section 24 should be studied to ascertain 
the type of business which is excluded, and in 
this connection, it should be noted.that no under- 
taking carried on in Eire can qualify as an over- 
seas trade corporation. 

The only profits excluded from taxation in the 
case of qualifying companies are the trading 
profits, and of these prefits only that part which 
is at no time distributed to United Kingdom 
residents. Thus, the provisions are hedged around 
with numerous limitations restricting this basic 
exemption, so that the question may well arise 
whether, in particular circumstances, it would 
not be more advantageous to be released from 
the sometimes doubtful advantage of being 
‘treated as an overseas trade corporation. 

This possibility was recognized during the 
course of the examination of the Bill in Parlia- 
ment, and Section 23 (2) gives the opportunity 
to a company which was never an overseas trade 
corporation to elect, on so qualifying, to opt out 
of the provisions applying to such corporations. 
Existing overseas trade. corporations may also 
Seck exclusion, but in this case certain ,ċon- 
ditions are imposed. - 

It is necessary to point out that only companies 


resident.in the United Kingdom for tax purposes 
can qualify as O.T.Cs., and that only a non- 
trading principal company having a subsidiary 
which is an overseas trade corporation can so 
qualify provided it has no other subsidiaries 
resident in the United Kingdom which are not 
O.T.Cs. For this purpose « subsidiary is one in 
which more than half the ordinary shares are 
owned (Section 36 (2). 

. The trading income of an O.T.C. is exempt 
from income tax as if the company's business is 
carried on by a non-resident (Section 25 (1)) and 
the income from this business is also excluded 
for profits tax (Section 29 (1)). The apparent 
benefits would seem to be considerable, but the 
countervailing provisions make it advisable to 
examine each company's position in case these 
benefits are rendered illusory by reason of the 
limitations imposed. 


Broad Outline of Pensions 


Before, however, it is possible.to decide the 
cases which would be in a less favourable position 
if treated as an overseas trade corporation, it is 
obviously necessary to give a broad outline of the 
manner in which the provisions will operate. In 
the first place, a distinction is drawn between 
what is called 'exempt trading income' and invest- 
ment income. Section 35 and paragraph ro, 
Fifth Schedule, define 'exempt trading income' 
as the trading income of a company in a period 
during the whole of which it has the status of an 
O.T.C. For this purpose, dividends and certain 
other receipts in specified cases received by one 
O.T.C. in a group from another out of its own 
exempt trading irnicome constitute ‘exempt trading 
income’ (Section 35 (3)). Investment income is 
comprised of income from securities and any 
other’ revenue not. treated as trading income, 
including income from property (unless this is 
used for the company’s business), and from 
unsecured loans (Section 35 (1), (2)). 

The Fifth Schedule prescribes the manner in 
which the trading income is to be computed. 
While this income enjoys tax exemption for any 
period in which the company is an` O.T.C. 
(Section 25), the company's investment income, 
United Kingdom and overseas, is assessable in 
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the normal manner, other than dividends from 
another O.T.C., in the case mentioned above. 
Nevertheless, this exempt trading income may 
become taxable in whole or in part if dividends 
and certain other payments attributed to this 
income are paid «t any time thereafter. This 
can occur when the company is an O. T.C. or when 
it abandons or loses this status or when it is 
liquidated (Sections 26 and 27 and Fifth and 
Sixth Schedules). 

. Reference has been made to certain other 
payments deemed to be a distribution out of 
exempt trading income. Section 27.and the Sixth 
Schedule provide that loans and grants, as well as 
unrequited benefits, to persons, even if they are 
not shareholders, having control of a company 
directly or through third parties or by means 
of reciprocal arrangements, will be treated for 
all tax purposes in the same way as dividends. 
This also applies to director-controlled com- 
panies making such grants or loans to a director 
or member. Repayment of capitalized profits or 
of loans created without sufficient. consideration 
likewise fall within this definition. Distributions 
by a liquidator on winding-up, except on a 
reconstruction or amalgamation, covering un- 
distributed exempt trading income (calculated in 
accordance with Fifth Schedule (Part IT) and Sixth 
| Schedule), is also to be treated as a distribution. 

These provisions reflect the similar enactments 
relating to capitalized profits (Section 31, Finance 
Act, 1951), loans without sufficient consideration 
(Section 31, Finance Act, 1956) in connection 
with profits tax, but in addition, paragraph 4 (6), 
Sixth Schedule, remedies for this purpose the 
decision in C.J.R. v. Pollock & Peel Ltd (37 'T.C., 
240; 36 A.T.C., 105), which treated capitalized 
profits as share capital not liable to a distribution 
charge in a winding-up and distribution of assets. 
Furthermore, on the cessation of a company's 
trade when it is not an O.T.C. or when a company 
which is not trading ceases to be an O.T.C., the 


undistributed exempt trading income becomes 


assessable (paragraph 5, Sixth Schedule). 


Relating Distributions to Exempt 
Trading Income 
The very wide extension of distributions described 
indicates the endeavour to prevent the distribu- 
tion of exempt trading income in a form which 
would otherwise not attract tax. Section 26 pro- 
vides that dividends paid out of exempt trading 
income shall be assessed under Case VI, Schedule 
D, on the gross equivalent. The Fifth Schedule 
prescribes the relation of dividénds to accounting 
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periods. Dividends are to be attributed to periods | 


in respect of which they are paid provided they 
are declared within twelve months of the end of 
the period. Other dividends, grants and loans 
are related to the accounting period which ended ` 


before they are paid. Any excess distributions | 
over the profits computed in accordance with the ` 


rules of the Fifth Schedule are then linked to 
preceding accounting periods. 

In the case of periods during part of which the 
company is not an O.T.C. or where the income 
includes investment income, the dividends etc. 
deemed to be payable out of exempt trading 
income are to be apportioned accordingly. Divi- 
dends are assessable for the year in which they 
are due, and grants and loans in the year of 
assessment in which they are made. 

Dividends, grants and loans and other distribu- 
tions attributable to the exempt trading income, 
even when the company has ceased to be an 
O.T.C., are chargeable to income tax under Case 
VI (Sections 26 and 27 and Sixth Schedule). For 
this purpose, the dividends etc. are grossed-up 
at the standard rate, but credit for the overseas 
taxes is allowable against such income tax. The 
calculation of this credit is made in accordance 
with the same rules as apply for tax credit relief, 
i.e. the proportion of the foreign taxes which the 
dividends etc. paid bear to the exempt trading 
income (Section 28 (1)). 


Specific Disadvantages 


The effect, therefore, of being treated as an overseas 
trade corporation is to free from tax that part of the 
profits retained in the business, but as soon, how- 
ever, as these profits are distributed by the com- 
pany, tax becomes payable. Bearing this principle 
in mind, it is obvious that unless it is intended to 
retain permanently a part of the profits to develop 
and expand the business and ultimate liquidation 
is not a foreseeable possibility, there might be no 
advantage in acquiring the status of overseas trade 
corporation. 

Apart from the general conclusion mentioned, 
there are certain other specific disadvantages 
which operate during the periods in which a 
company is an O.T.C., and it is essential to take 
these also into consideration. 

In the first place, although application may be 
made under Section 23 (3) to be released from 
the status of O.T.C., this will only be accorded 
to a company which has already been treated as 
an O.T.C. if relief for losses under Section 341, 
Income Tax Act, 1952,.or the grant of. capital 
allowances are not likely to be-the main: ‘benefits. 
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Apart from this disability, while.a company is an 
O.T.C., it suffers also Hom the restrictions which 
are listed below: 

(1) Relief under Section 341, Income Tax Act, 
1952, cannot be claimed in respect of trading 
losses (Section 25 (2) (5)). 

(2) Subvention payments are excluded (paragraph 
3 (2) Fourth Schedule) between a United 
Kingdom company and its principal or sub- 
sidiary which is an O.T.C. 

(3) A purchase of assets which gave rise to an 
investment allowance will, on their sale within 
the requisite period to an O.T.C., result in the 
withdrawal of the investment allowance (para- 
graph 3 (3), Fourth Schedule). This not 
occur on 
the investment allowance becoming an O.T.C. 
pagel 5, Fourth Schedule). 

an associated company is an O.T.C., the 


(4) If 


provisions of paragraph 4, Fourteenth Schedule, 


Income Tax Act, 1952, whereby the residual 
value of assets is treated as the sale price, are 
excluded under Section 23, Finance Act, 1954, 
as (be O.T.C. is not resident, so that the 
market value of the assets has to be taken into 
account for calculating balancing charges or 
allowances (paragraph 3 (4), Fourth Schedule). 

(5) While capital allowances will be deemed to have 
arisen during the O.T.C. period, so that the 
written-down value will apply, these allowances 
will in no way be available for carry Selatan in 
charging the profits after the comp qim 
ceased to be an O. T.C. (paragraph 4 (1), (3), 
Fourth Schedule). P ore 

(6) A non-resident company which is a subsidiary 
of a United Kingdom company cannot claim 
repe ent of tax in respect of dividends from 

.I.C. (proviso to Section 26 (2)). 

(7) No part of the exempt trading income, even if 
it is assessable on dividends paid and grants 
and loans made, will be deemed to be taxed 
income, and, therefore, assessments under 
Section 170, Income Tax Act, 1952, may arise 
unless there is other income liable to United 
Kingdom assessment (Section 26 (4) and para- 

SS? 6, Sixth Schedule). 

(8) No losses or capital allowances before the 
company becomes an O.T.C. will be available 
for carry forward to any subsequent year against 
any income (p ph 2, Eighth Schedule). 

(9) After a company iie an O.T.C., terminal 

losses will not be allowed to be carried back 

aragraph 5, Eighth Schedule). 

n a company ceasing to be an O.T.C., assess- 
ments will thereafter be made as if'a cessation 
and commencement of the trade had occurred, 
and no prior losses will be carried forward 

(paragraphs 4, 5, 6, Eighth Schedule). 
(11) Artificial prices between residents. of the 


(16) 


. United Kingdom and OT Ca are esche to 


adjustment (Section 31). 
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(12) Although treated as an OT C. a company 
. may stil remain liable mo surtax directions 
(Section 33). | 


Profits Tax Restrictions 


The foregoing restrictions relate to income tax, 
but profits tax is also concerned, and the following 
apply to this impost: 

(1) Dividends etc. paid out of exempt trading in- 
come do not constitute franked investment in- 
come, s0 that such dividends etc. from an O.T.C. 
are liable to B tax where received.by a com- 

any (Section 29 (2)). 

(2) The deduction from the profits for the payment 
of interest, annuities and the like are limited 
to the amount of the O.T.C. company’s invest- 
ment income (paragraph 1, Seventh Schedule). 

(3) The abatement for profits tax is limited as if 
£500 and £3,000 were substituted for {£2,000 
and £12,000 respectively; or alternatively, if the 
abatement is greater, as if the exempt trading 
income were franked investment income (para- 
graph 3, Seventh Schedule). 

(4) The profit or loss of an O.T.C. subsidiary is to ` 
be calculated before applyin up treatment 
‘(paragraph 9, (1), Seventh h Sched e). On the 
other hand, on a company becoming an O.T.C, 
the group notice may be revoked (paragraph 9 

3), Seventh Schedule). 

(s) sses arising before the company becomes an 
O.T.C. cannot be carried forward even if it 
subsequently reverts to its former status (para- 
graph 13, Seventh Schedule). 

In àddition to the foregoing conditions applying 
to O.T.Cs., it should also be borne in mind that 
where there are official restrictions on the 
remittance of profits from overseas, it may be 
more advantageous to rely on the provisions of 
Section 23, Finance Act, 1953, which limits 
assessments to the amount of the remittances, 
than to accept the dubious benefits of being an 
O.T.C. 

This somewhat discursive description of the 
drawbacks involved in becoming an overseas 
trade corporation indicates that it will in many 
cases be a very difficult task to advise whether 
the likely benefits will outweigh the disadvantages, 
particularly as a considerable number of unknown 
factors may be involved. Ignoring the special 
circumstances of individual companies it would, 
however, appear quite clear that where the over- 
seas taxes are almost equal to the United King- 
dom liability - and this will be affected by the 
dividends to be paid which will determine the 
amount of profits tax — it may be advisable, taking 
a long-term view, to forgo the status of an over- 
seas trade. n. 
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‘NORTH AMERICAN COMMENTARY -LXXXVII 
Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C A. (Canada), . 
Professor of Accounting, MU University, Montreal 


-The Journal of SNE, SCH The C.P.A. in Government Service 
New York, December 1957 The District of Columbia Institute of Certifie 
Recruiting for the Accounting Profession Public Accountants, through its committee c 
HE editorial of this issue foresees as a governmental accounting, publishes a review « 
result of Russian scientific progress, in- Federal Government administrative managemet 
. creased compétition for the best brains. whose reliance op C.P.A.s has grown during t 
For. more than a decade, it says, the American last decade.: With the annual federal budg 
Institute has been conducting programmes to increased now to $70 billion from $9 billion : 
attract young people into the accounting pro- 1939, the C.P.A.-is seen as having a responsibilit 
fession, a committee on accounting personnel for streamlining the taxation systems of tl 
being established five years ago. Pamphlets, federal, State and local governments in an effo 
films, magazine articles and personal Visits to to modernize and integrate the entire tax structur 
high schools, all require expansion, and it is a Now that the essential features of governme: 
problem not only of inducing enough college accounting are being brought 80 closely in lir 
students to specialize in accounting but to With commercial accounting techniques an 
include enough of those with superior intelligence. concepts, 1t 18 suggested. that the C.P.A. cou! 
The Kuder accounting aptitude test, developed make significant contributions to the ear 
under Institute auspices for high school students, installation of the -new systems, while tł 
has been little used, yet the editorial thinks it governmental accounting leaders have the n 
should be one of the most effective long-range sponsibility of using such services to obtai 
recruiting implements. better government at less cost. Acceptance of th 
Professional life must be made more attractive, challenge, concludes the statement, should ad 
says the editorial, and while the traditionally in large measure to the stature of the professio! 
low wages of neophytes in all the professions are 


largely a thing of the past in the United States, Controller, New York, December 1957 


th ther traditi hich st go. The* 
EE Ee Wer ae Petru epreciation Unadjusted for Inflation: 
experience, should not be made to feel inferior. Indictment of the Accounting Professior 


The editorial concludes that the professional Mr Leonard Spacek, C.P.A., managing partner | 
accountants of 1970 and 1980 will require a far ? professional accounting firm, says practisir 
more highly trained intelligence than their accountants have grossly misled themselves an 


predecessors to retain their status in the business the public as to the true income earned by tl 
world. businesses on which they report. He is convince 


| | : that this has greatly contributed to today’s pric 

Random Sampling for Audits inflation, for accountants’ reports have overstate 
Discussing the possibilities of random sampling business profits, in a true economic sense, an 
by statistical, methods, Mr Ralph W. Johnson, so overstated the resulting supply of mone 
GPA, illustrates the use of published tables of giving an illusory view of prosperity. He say 
random numbers for which no special training is the profession has been guilty of tolerating tk 
required. He says that random sampling is the practice in its worst sense, because it knew 
statistical concept most likely to be grasped and existed and the deteriorating effect it was havin 
effectively used by auditors with a minimum of on the economy. Depreciation has been undei 
training. It could, he thinks, play a significant stated through calculation on original cos 
role in improving the data gáthered by the usual ignoring the current price level; Mr Space 
test-check methods, even without using statistical warns further, that the resulting overstatement « 
techniques in evaluating the quality of sample net income will continue in the future, eve 
results. though we have no further inflation, until 












tt th life of the property has 
d, a a generation hence. ` 

We are now in a period, Mr Spacek considers, 
ben ordinary replacements at today's higher 
osts, assuming no change of productivity and 
o inflation, will increase depreciation. charges 
nd lower reported. profits. Unless accounting 
ractice is changed at once he warns that these 
onditions will prolong the depressive periods, 
for increasing depreciation charges, properly 
chargeable to an earlier period, will obscure the 
fact of actual progress. Accounting practices will 
a only have overstated reported profits in pros- 
perity but they will understate them in stability. 
S  Broper reporting of business profits, with 
depreciation. provisions adjusted for price-level 
rises, could have been one of the greatest factors 
in controlling inflation. To turn tail and run 
when professional responsibility requires the 
showing of integrity, is, Mr Spacek believes, to 
undermine the very foundation of the accounting 
profession. He attributes the profession' 8 inaction 
'to a lack of courage on the part of its leaders and 
: of the large accounting firms. 

. As to taxation, he points out that companies 
ae being taxed, in effect, at rates varying for 
each but above the official 52 per cent, and that 
only today’s increased production has prevented 
spiralling taxes from bankrupting the nation 
Jong ago, as it may still be bankrupted if things 
are not corrected. The argument that the in- 
creased productivity of new equipment justifies 
depreciation on historical cost for old equipment 
is pointless, for the price-level adjustment of 
: depreciation provision merely maintains the 
productivity of invested capital at its current 
_price-level value, correctly charging the cost of 
obsolescence against profits instead of allowing 
itto be absorbed in the erosion of capital. 










. Whole Dollar Accounting 


ow study released by the Controllership 
tion, the esearch arm of the Controllers 
of America, lists the advantages in time 
aving, space saving, clarity of presentation, etc., of 
whole dollar or centless accounting, adding that a 
ignificant by-product is the departure from 
| ion which has encouraged accounting 




















y Se procedures. While listing certain 
tations, the study says that no inherent 
lisadvantages have been discovered. Controllers 
re recommended to familiarize themselves with 
he concept and keep an open mind, while con- 
: idering the potentialities f for their own companies. 
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The Canadian Chartered Accountant, 
Toronto, December 1957 ` 
Management Advisors Services and the 
Accounting Profession —— | | 
In an address to the annual conference of ae ; 


Canadian Institute of Chartered Accountants _ 
last August, Mr J. J. Macdonell, c.a., said that — 


members of the profession in Canada are pro- 
viding management consulting services to clients ` ` 
in three ways: (1) in the ordinary course of their ` ` 
duties, e.g. auditing, accounting and tax advice; — 


(2) in association with non-chartered accountants, - 
offering a broad range of consulting services, - 
including engineering and accounting but not 


auditing and tax services; (3) combining (and 
(2), usually through a limited company in which ` 


one or more partners of a practising firm of _ 


chartered accountants are directors and officers ` 


as well as shareholders. Some of the national ` 
accounting firms have well-established manage- 
ment. advisory service departments, headed by 
one or more partners giving full-time attention to - 
these services, and with a full staff of consulting 
specialists. In group (2), said Mr Macdonell, ` 
members may often be practising in technical 
violation of the rules of professional conduct 

and of the bye-laws and charters of their Institutes ` 
but they do not identify themselves as chartered 
accountants in the promotional literature or 

professional cards of the organizations with ` 
which they are associated. He thought this un- 
fortunate since they are making an important 
contribution to the development of accounting 
practice. 

Mr Macdonell forecasts that in another ten 
years this type of work will account for a much 
greater proportion of the accounting profession's ` 
total effort than at present. It serves, he said, to ` 
attract and retain in the profession men: "whose : 
interests and skills lie in this particular field. In _ 
the end he thought it not unlikely that. Canada 
will emulate the legal profession, certain firms of 
chartered accountants specializing - -exclusiv 


in management advisory services, taxation work ` a 
and perhaps still other fields. To these firms ` 


general practitioners would refer specialized ` ` 
work, much as now happens in the medical Uu 
profession. m 

In conclusion, Mr Macdonell suggested that ZEN 


there may be merit in considering the formation ` 


of an organization in the field of management . 


consulting to establish professional standards of - | 
competence and ethics. He proposed that. the T 
accounting and engineering professions set up a^ i? 


joint committee to study the problem. 
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"by BRIAN A. MAYNARD, M.A., F.C A. A.C.W.A. 


DE: majority of accountants in GE country are 
employed in industry or commerce, and it is 
. management accounting, good, bad or indiffer- 
ent, that takes up the greater part of their energy and 
creative effort, and not the production of the 'steward- 
ship’ accounts for their shareholders, mh which the 
professional firms are primarily — — 
concerned. Thus, as those who 
-are trying to raise the standard of 
industrial management are con- 
stantly pointing out, this is a far 
more important sphere of ac- 
| counting activity than appears 
to be generally appreciated in 
_ professional circles. It is, there- 
_ fore, neither realistic nor con- 
E structive for us to regard man- 
d agement accounting as a matter 
` of common sense which presents 
no difficulties to an accountant 
` who has specialized in auditing 
. and taxation or, on the other 
. hand, to resent it as an unwel- 
..€ome complication forced on an 
e already overburdened profession. 
Professional firms have tended 
; to become divorced from this 
. main flow of accounting effort 
. during the hectic post-war years, 
-as they have been fully extended 
. in providing specialist services 
“in just about every other form of 
accounting activity, starting with 
auditing and taxation, and including investigations, 
reorganizations, valuations, liquidations, executor- 
ship, registration and secretarial work. As a result, 
the lead in improving management accounting 
< practices from the outside has been given largely by 
_ the firms of consultants. While at their best these can 
O de a wide range of services, some of which we 
re no qualified. to offer, there mus be something 
- wrong df after accumulating the necessary 
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the professional firms, can do ourselves justice or - 
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they would prefer to carry it out themselves, if the 
alternative were to see their efforts in other spheres 
spoilt by an accounting system installed by account- 
ants who just did not speak the same language. But I 
have found them the first to admit to a degree of 
tions, 
professional firms have left this 
field to them. es 
Having said that, it may be as 
well to remind ourselves that. 
perhaps the worst service that 
those who are entering this 
Sphere can do, both for their 
clients and for the profession, is 
to take on work that they are 
not fully competent to carry out. 
It may, therefore, be our duty 
to point out to our clients the. 
. need for some specialist advice 
or service that we are not in a 
position to give. This need not 
cause embarrassment and, speak- 
ing for myself, I have on occa- 
sion found it an enjoyable and 
"thoroughly stimulating experi- 
. ence to co-operate with firms of. 
: consultants. in this way. - 2 


. Problems of Providing | 
a Specialist Service- 


A service of a truly professional. 
standard in. the management 
accounting field is definitely not ` 
something that can be expected of accountants who 
devote most of their time to quite different forms of - 
accounting activity. While it is healthy that we should ` 
resist the development of unnecessary new forms of 
specialization, the stage has now been reached when | 
it would be less than honest to pretend that we, in 






satisfy the increasingly exacting demands. of 


Unfortunately, common sense, judgement | and our. 
other virtues are just not enough i in themsel after » 
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management accounting, devoting the rest of his time 
to the normal round of work in a professional office. 
There are two good reasons why such an arrangement 
is unlikely to succeed. First, because there is so much 
to be learned that it just cannot be mastered on a 
part-time basis; secondly, because after making the 
considerable effort necessary to become a reasonably 
proficient management accountant, a man would be 
reluctant to work for long intervals between assign- 
ments on the normal round of audit or taxation work 
on which he would no longer be economic, happy, or 
able to do himself justice. 

You will appreciate that in an organization of any 
size, a considerable degree of further specialization 
will be necessary among those engaged on manage- 
pent accounting. In practice, the first natural division 
seems to be between those whose main interest is to 
plan and install systems for providing information to 
inanagement, and those who are experts in mechan- 
ized accounting and clerical methods. 

. Within the latter category, experts on punched- 
card accounting are unlikely to be equally good on 
keyboard accounting machines, and where there are 
several men who specialize in punched-card account- 
ing, some will be expert at one of the two main types 
of punched-card equipment and some at the other. 


This degree of specialization is forced on us by the ^ 


demands of our industrial clients, in this case for 
much greater knowledge and practical experience of 
punched cards than can be obtained, for example, by 
sending a man on a training course — after all, they 
can easily do that for themselves. To complete the 
list we are now faced with the necessity of developing 
a further species, the computer expert. 


Selection of Staff 


What sort of a man should a management accounting 
specialist in a professional firm be? For a start, we 
must face the fact that the man who is capable of 
rapidly developing into what, for lack of a better term, 
I will call an efficient ‘installation accountant’ without 
experience of the right kind in industry, or its equiva- 
lent, is definitely the exception. For he needs the feel 
of working with management, and a minimum of 
practical experience in operating modern accounting 
techniques and of the associated procedures on which 
they depend for the flow of basic information. 

By the 'equivalent' of industrial experience, I mean 
being put through the mill under close supervision 
as the junior member of a team responsible for instal- 
ling a management accounting system. While two 
years of such experience can be more valuable than 
a much longer period of indifferent industrial experi- 
ence, in practice the scope for providing it is normally 
lmited. For work which is within the capacity of 
relatively inexperienced accountants is, for obvious 
reasons, planned so that as far as practicable it is 
carried out by the client's own staff. 

What particular qualities does our installation 
accountant require apart from a first-class accounting 
qualification, industrial experiencesand a capacity for 
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hard work? Among the vital qualities are a fairly high 
intelligence, a capacity to master detail, an interest 
in and ability to get on with, all levels of management, 
and an enthusiasm for finding the solution to difficult 
new problems. This list is obviously incomplete; but 
by concentrating on these qualities it should be 
possible, using modern methods of selection, to pick 
out accountants who will, through their very nature, 
tend to obtain a high degree of satisfaction from 
installation work — intelligent men who combine a 
capacity to master detail with a taste for fresh situa- 
tions, and would therefore not be happy to settle 
down in a routine job unless private considerations 
compelled them to do so. 

Generally speaking, experience seems to suggest 
that he should not be less tharf 27 years old. This gives 
him time to gain the minimum of experience in the 
spheres of accounting and human relationships that 
he needs to enable him to obtain the respect and co- 
operation of the client’s staff. For here we have to 
face the fact that, as in other professions, a man’s 
advice is not welcomed or taken seriously until he 
begins to look a bit nibbled at the edges. 

The human side of his role, and the importance of 
tact, need emphasizing, because with installation 
work, the co-operation of the client’s staff is vital and 
it is nothing like enough to be right. It may be that 
the client is not ready to accept the best solution to 
a problem, but will endorse enthusiastically a plan 
which, although less satisfactory than the best 
solution, nevertheless provides a material improve- 
ment on the existing arrangements. In such a case, it 


can be much better. to proceed with the plan that will 


be backed by the client's staff, than to go on pressing 


‘for the ideal solution which would be so strongly 


opposed that it would never have any real chance of 
operating successfully. It would, for example, be a 
waste of time and money to attempt to force a stan- 
dard costing system, however obvious the applica- 
tion, on management wuch was not ready to think 
that way. 

In. practice, one never does achieve thé ideal 
solution; one is always learning from one's own and 
other people's mistakes and inspirations, and the 
suppliers of office machinery and stationery are 
always producing new ideas. There is therefore some- 
thing wrong with a man who, five years after finishing 
a job of which at the time he was justly proud, cannot 
find ways of improving it. So modesty need not be 
mentioned as a prerequisite because it will inevitably 
come with time. 

You may be surprised that I should have placed a 
capacity to master detail high on the list. It is true 
that an accountant with an auditing background will, 
if he is honest, have to admit after his first installation 
that he has wasted a good deal of time on unjustifiable 
refinements because he lacked experience in assessing 
what was material from the management accounting 
viewpoint. But against this he will probably have been 
surprised at the time that he has had to devote to 
mastering (hei details of what actually happens in 
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practice in the main procedures such as those for 
estimating, planning, production control and material 
control - procedures which often require consider- 
able improvement before a satisfactory flow of basic 
information can be established. 

Quite rightly, one sometimes hears accountants 
criticized for devoting too much attention to detail at 
the expense of more important and constructive work. 
But in installation work a much commoner weakness 
is indifferent results caused by a failure to plan the 
details of the procedures efficiently. The necessity for 
attention to detail therefore follows us in a different 
form into the management accounting sphere, and 
there seems to be no escape from this bugbear of the 
accountant's life. 


S Training the Installation Accountant 


Having recruited the right man, the next step is to 
train him. While theoretical training is no substitute 
for practical experience, it is essential to ensure that 
staff to be employed on planning accounting systems 
are clear about the basic principles of industrial 
organization, and in particular about planning, pro- 
duction control, and material control. They must 
know what sort of information is required by the 
different levels of management and the methods by 
which it can be obtained, and have a sufficient know- 
ledge of the performance of the various types of 
accounting and office machinery to know when they 
should refer back for more expert advice. 

- There is at present no alternative to providing one's 


own training arrangements, although full use would . 


natural be made of external facilities such as the 
courses run by the various suppliers of accounting 
machines. Í should have thought that a satisfactory 
initial training course would be bound to take several 
weeks. During this period a man might work his way 
through a planned course, which might take the form 
of prescribed reading, including any internal memo- 
randa or check-lists that might have been prepared, 
and go on to study, say, two management accounting 
installations with the aid of the corresponding 
manuals of accounting instructions, demonstration 
boards, explanatory notes and discussions. He might 
then be required to draft a set of returns for an 
imaginary medium-sized company for which the 
basic data would be provided. 

The installation accountant will have to learn many 
things the hard way but there is no point in letting 
him waste clients' time and his own effort over work- 
ing out the answers to problems on which his firm 
has already obtained the necessary experience and 
done the necessary g. It is, after all, largely 
because of its accumulated experience that a firm as 
a wbole is able to give better service than a capable 
individual acting on his own, but this experience must 
be made readily available to the staff if it is to be of 
value. 

This is not a new problem to professional firms, 
and I think that it should be tackled in the same way 
as it is in other departments of our activities. It should, 
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however, be stated that under present circumstances, | 


it is a considerable undertaking to provide the instal- 
lation accountant with all the material he needs in 
view of the shortage of detailed authoritative infor- 
mation. 

Memoranda on the different aspects of his work 
could be supplemented by a series of check-lists or 
atdes-mémotre to ensure that important points are not 
overlooked. These might helpfully cover such aspects 
as the types of information required by the board and 
by management, the principal procedures, such as 
production control and material control, and detailed 
accounting and clerical methods. He might also be 
given a check-list summarizing the principles of 
internal check and setting out the specific points to 
be considered in connection with the main accounting 
routines -something of the sort will probably 
already be available for the use of the audit staff. 
This is worth remembering because of the ease with 
which an accountant who is concentrating on stream- 
lining methods can overlook the internal check aspect 
in his drive to simplify work. 

Before leaving the subject, I should like to empha- 
size that the object of these memoranda and check- 
lists would not be to save men the bother of thinking, 
but to enable them to work more economically and to 
concentrate their thought on matters that require it. 


The Way Ahead 


Under present circumstances it is a considerable and 
costly undertaking for a professional firm to establish 
a specialized service in management accounting. This 
is an unfortunate situation at a time when competition 
is beginning to increase and the demands of indus- 
trial management for control information are being 
more exacting, for if management cannot obtain the 
lead that it requires in this field from members of our 
profession, it will be forced to look elsewhere. With 
this rather urgent consideration in mind, I will 
suggest some directions in which rapid progress 
could be made. But first I would like to mention a 
most encouraging complementary development on 
the office methods front which, in its nature, has much 
in common with my suggestions. 

Most of you will no doubt have read of the recent 
formation of the Organization and Methods Training 
Council. This reflects the willingness of eight large 
companies, each of which has an organization and 
methods department of its own, to co-operate in order 
to help others who are not in such a favoured position 
— and possibly, but to a much smaller extent, them- 
selves also. 

They are going to pool their experience of office 
methods, machines, management and organization 
to produce a syllabus for organization and methods 
training which they are testing on two training courses 
in 1958. As soon as they have proved to their own 
satisfaction that what they are trying to teach is sound, 
they propose to hand over the syllabus to universities 
and other teaching establishments for their use. 

It is clear that gs yet they have nothing to offer us 
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end I would beg you not to waste the Training 
Council's time at this stage by writing to it. But there 
is the stimulating prospect that, within two years or 
so, they will have enabled a number of universities to 
set up really practical training courses which will be 
available to anyone. 

My suggestions are that in the management 
accounting field we, as a profession, should similarly 
co-operate in the general interest by: 

(1) establishing our own central information service 
on accounting machinery and office equipment; 


(ii) publishing an authoritative and reasonably 
detailed lead on the types of information that are 
required by the different levels of management 
in the main types of organizations. 

I will now say a few words about each of these sug- 
gestions, which I am convinced could save a great 
deal of costly duplication of effort and make it 
materially easier for professional firms to proucs a 
satisfactory service. 


Establishment of an Information 
Service 


If the installation accountant is to operate efficiently 


and economically he must have access to objective . 


information about the performance and costs of the 
different types and models of accounting machines 
and office equipment. This necessitates an inde- 
pendent appraisal of all the available equipment as 
the various suppliers can hardly be expected to pub- 


. and shortcomings of their products in a form which 


would facilitate comparisons with similar equipment ~ 


or with alternative methods. 

The cost of accumulating the mass of reference 
information that is desirable and of keeping it up to 
date is inevitably so high that it would be quite un- 
economic for the average firm to make much head- 
way in this direction. The minority which make any 
serious attempt know that they are duplicating each 
other’s efforts without, in most cases, approaching 
the standard that could so much more easily and less 
wastefully be achieved by a central service. This is 
clearly a most unsatisfactory position and suggests 
that there is a strong case for the establishment of 
some form of central information service. 

Outside the professional firms, the position is that 
libraries of reference material of varying degrees of 
completeness are maintained by the organization and 
methods departments of a variety of organizations in 
this country — some directly or indirectly at the public 
expense in Government departments and national- 
ized industries, and some by the larger public com- 
panies such as those of whose public spiritedness I 
have just spoken. In practice there is a sort of free- 
masonry in this field through which there is a con- 
siderable exchange of information to the benefit of 
all concerned. 

_ Jf it were decided to establish some central infor- 
mation service for the profession, it would not, there- 
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fore, be necessary to begin from scratch and there 
would be little difficulty about arranging a flying 
start with the assistance of those who are already 


active in this sphere. For example, it seems reason- 


able to expect that those organizations which are 
financed directly or indirectly with public money 
would be glad to operate what, after all, would 
rapidly develop into a valuable exchange of infor- 
mation to the benefit of both public and private 
enterprise. 

‘The main function of a central service might be to 
provide subscribers with memoranda, which would 
be brought up to date and revised each year, cover- 
ing the main types of office machinery and equip- 
ment, including computers, punched-card equipment, 
keyboard accounting machines, posting boards, cal- 
culating machines, dictaphones, photo-copying ma- 
chines, duplicating and office printing machines, 
addressing machines and typewriters. 

A subsidiary activity might be to accumulate data 
of the standards of output that were being achieved 
in practice from different clerical operations and 
machines under specified conditions. This would 
help towards raising standards generally and would 
be of particular value to those who are new to this 
field. 

The basic idea is simple Sg and can easily be 
developed and improved upon. Indeed, facilities of 
this nature, though less ambitious than those that I 
have in mind, are in fact provided for its members 
by the British Institute of Management. There 


lish objective, critical surveys of the relative merits ` honid Wherefore. De no Cu ae 


materially better service than any firm could develop 
for itself better in coverage, because it would be 
economic for it to cover some of the less important 
ranges of office machinery; better in quality, since it 
would be a more important member of the free- 
masonry to which I have reférred, and would there- 
fore be able to draw more fully on the knowledge and 
experience available elsewhere. 

As for the cost of the service, this could be 
recovered from the users in industry and the pro- 
fession by subscriptions which would amount to only 


a fraction of the cost of doing anything worth while 
- for themselves. 


The positive attractions of this idea — far lower 
costs and a means of enabling a larger proportion of 
the profession to develop a service to their clients in 
this sphere —speak for themselves. From the point 
of view of the average firm, the alternative to making 
some combined effort of this nature seems to be the 
unattractive one of drifting into a position where an 
increasing number of their clients are better informed 
in such matters than they are. 


Information for Different Levels of 
Management 
There is an increasing demand for an authoritative 
publication on the types of information required by 
the board and the different levels of ement in 
the main types of organizations. Such a document, 
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which would have to be prepared in considerable 
detail, could be of immense help: 

(i) as an indication to management of the infor- 
mation that it should demand from the 
accounting organization, and of how this could 
be used for planning and control; 

(ii) for management training purposes; 

(iii) to accountants generally in their dealings with 
management, as authority for the sort of im- 
provements which they are recommending; 

(iv) to professional firms which wish to enter this 
field. | 


Perhaps the first two reasons are the most import- 
ant. For those who are goncerned with the training 
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of management are already pressing for SS 
authoritative guidance, 


Conclusion 


There has not been time wholly to do justice to the: 


subject, and balance has had to be aacrificed in order 
to get below the surface at a number of points. Never- 
theless, I hope that I have convinced you that at the 
present time, when so much progress could be 
achieved relatively quickly, management accounting 
offers à challenge and must claim a greater share of 
our attention if our profession is to play its full part 
in what is, after all, the main stream of accounting 
activity. 





Weekly Notes 


Cost Accountants’ Examinations 


I5 the December 1957 examinations of The - 


Institute of Cost and Works Accountants, a total 
of 1,426 candidates sat for the whole or part of the 
Final examinations. Of these, 161 successfully com- 
pleted the examination, 74 passed Part A only and 
189 passed Part B only. 

r J. T. E. Gay, of Sevenoaks, gained First Place 
and has been awarded the S. Laurence Gill Prize. 
The Donald L. Moran Prize for Management 

Factory and Distribution) has been awarded to 

John Patrick Dearden, of Belfast, and the 
Leverhulme Prize for Cost Accountancy to Mr Peter 
Leverton Martin, of Nottingham. 

' In the Intermediate examination there were 2,885 
candidates, of whom 93 passed Parts I and II, 319 
completed their Intermediate by passing Part II, and 
407 passed Part I only. The George Russell Memorial 
Prize for First Place was won by Mr Noel Hunter 
Aitken, of London. 

The names of the successful candidates who 
completéd the Final examination appear, together 
with a full summary of the results, elsewhere in this 


Issue. 


Stamp Duty on Cheques 

N the near future a printed medallion will be 

making its appearance on cheques in place of the 
familiar oval blue 2d stamp. It will indicate that 
stamp duty has been paid. 

The change follows a provision in the Finance 
Act, 1956 (Section 39), which empowered the Com- 
missioners of Inland Revenue to enter into an 
agreement with any banker for the composition of 
stamp duty chargeable on cheques. Several banks 
are taking advantage of this concession. The effect 
will be to. relieve. them, or their printers, of the 


necessity of sending all their cheques to the Stamp 
Office so that the 2d Inland Revenue stamp may be 
embossed on each form; provided the cheque 
printers can satisfy the Inland Revenue's security 
requirements they will be licensed to include the 
medallion as part of the normal cheque printing 
process. 

The banks will, as hitherto, be responsible for 
paying over the duty to the Inland Revenue and 
customers will be unaffected by the change. T'hey will 
continue to be charged the equivalent of the stamp 
duty when cheque books are issued to them. 


Integration in Belgium 


NTEGRATION of the accountancy profession is 

a burning issue in other countries, too, and the 
latest one to do something about it is Belgium, 
where recently the delegates of thirteen associations 
affiliated to the Collége National des Ex vids 
Comptables de Belgique (National College of Belgian 
accountants) joined to form the Association Nationale 
des Comptables de Belgique (A.N.C.B.). The new 
organization unites nearly all Belgian accountants, 
whether in industry or in practice, in one body to 
represent their professional interests on a national 
level. 

This is a step forward for Belgian accountancy, 
and also fot the Union Européenne des Experts 
Comptables Economiques et Financiers (U.E.C.) to 
which the Collége National has belonged since the 
U.E.C. was formed in 1951. Before the Second World. 
War the profession in Belgium was organized on a 
regional basis, each local body being responsible for 
training, examinations and professional conduct 
within the region. The State recognized individual 
accountants as ‘experts’, e.g. to act as expert witnesses 
in law suits involving the examination of accounts. 
The A.N.C.B. is the culmination of ten years’ work 
to create a unified profession in the country which 
started with the establishment of the College 
National soon after the war. 

. At the qpngress of the U.E.C. held i in Florence in 
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1951, a resolution: was passed calling for national 
organizations to adhere to certain principles of 
training, admittance and professional conduct, in 
their statutes. A committee has been working for 
some time on a national system of education for 
Belgian accountancy students, and the A.N.C.B. has 
no doubt been formed with due regard to its future 
responsibility as a national organization belonging 
to the U.E.C. 


Barrister, Banker or Broker? 


HE Central Youth Employment Executive 
which issues, from time to time, booklets on 
careers in the various professions, industries, crafts 


and services, have just produced revised versions of 


two of the series.! That on the law describes the 
growth of the legal system in Great Britain, differ- 
entiates between the work of solicitors and those 
who practise at the Bar, suggests the personal 
. qualities that are required, outlines the standards of 
educational and professional qualifications and con- 
cludes with an appraisal of the openings and re- 
muneration which the calling has to offer. 

The other booklet, after explaining the kinds of 
banks and banking houses which exist, covers much 
the same ground for the potential banker, and ends 
with a short chapter on the opportunities ‘which the 
stock exchange presents. 


To the aspiring youth and, perhaps, despairing’ 


parent, both booklets should prove useful in that 
they give realistic and up-to-date accounts of the 
professions with which they deal and set out clearly 
* the pitfalls as well as the prospects. 


Bankrupt Trader’s Income Tax 


NECTION 157 (1) of the Bankruptcy Act, 1914, 
\_) provides: 

‘Any person who has been adjudged bankrupt. . 
- shall be guilty of a misdemeanour, if, having engaged 
in any trade or business, and having outstanding 


( 


at the date of the receiving order any debts con- 


tracted in the course of and for the purposes of such 
trade or business (a) he has, within two years prior 
to the presentation of the- bankruptcy petition, 
materially contributed to or increased the extent 
of his insolvency by gambling . . unconnected 
with his trade or business.' 

In Regina v. Vaccart (The Times, February IIth, 
1958), Amedeo Vaccari, café proprietor, aged 58, of 
East India Dock Road, pealed against his con- 
victions on two counts noe an indictment charging 
him with contribution to his insolvency by gambling, 
contrary to Section 157 (1). The appellant ran a 
café which made large profits, but he lost about 
£6,000 to bookmakers and was adjudicated bankrupt, 
cnn WU am to the Inland Revenue for income tax. 

for the Crown found himself unable to 
ie that income tax on trade profits was contracted 
1 Choice of Careers: (New Series) No. 26, The Law: Barristers 


and Solicitors. No. 67, Banking and the Stock EE 
H.M.S.O. 1s net each. 
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in the course of and for the purposes of the trade. 
The Court held that the debt was not a trade debt 
but a statutory liability and could not possibly be 
brought within Section 157 (1). The appeal was 
allowed. 


Less Coal? 


T has been apparent for some time that the 

National Coal Board was faced with the problem 
of a surplus of small coal. This, in turn, has drawn 
attention to the advantages which would follow uf 
the coal industry could pursue a more selective 
policy in raising coal. The Parliamentary Secretary 
to the Ministry of Power said in the House of Com- 
mons this week that the National Coal Board could 
save at least {14 million if the production of the 
most expensive ten million tons of coal output was’ 
stopped. This gain would be achieved by reducing 
the output of anthracite by about two million tons a 
year, carbonization of coals by four million tons and 
general purpose coal by a further four million tons. 

The problem of what to do with the surplus of 
small coal may be postponed to some extent by the 
slight delay in the nuclear energy capital investment 
programme and the revision of the oil programme’ 
for fuelling electric power stations. The fact is, 
however, that much of the small coal is the result 
of intensified mechanization in the mines and it 
will not be easy to reconcile the continuing rate of 
capital investment in the coal industry with a small 
coal surplus if it becomes unmanageable. Already it 
is becoming both inconvenient and expensive to 
stock this kind of coal at pit-heads. 


Insuring Atomic Plants 


HE Government is to introduce legislation to 

insure that nuclear reactors on land are made 
effectively subject to control by means of a system 
of licensing and inspection in the interests of public 
safety. All owners of nuclear reactors on land, in-- 
cluding the Central Electricity Generating Board, 
the two Scottish boards and any private reactors, 
will be obliged to prevent damage to property or 
ee property from radioactive contamination. 

this matter these organizations will then be in 
line with the Atomic Energy Authority. Owners will 
be liable to pay compensation for damage even if 
due to unavoidable accident but not to an amount 
beyond the point where a claimant has been guilty 
of contributory negligence. 

Making this announcement in the House of 
Commons this week, the Parliamentary Secretary 
to the Ministry of Power said that these precautions 
can only be made effective by requiring owners of 
reactors to insure their liability for compensation or 
alternatively to show that adequate liquid assets are 
available to meet it. It would appear that the maximum 
liability which can be claimed is £5 million. This 
figure may be set against the claims arising from the 
Windscale accident recently which amounted to 
rather less than {100,000 altogether. 
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Westinghouse Brake 


(QU reprint this week is taken from the report 
and accounts of the Westinghouse Brake & 
Signal Co Ltd. It is rather a pity to have to take the 
figures out of their setting, because the chairman's 
statement, the accounts, and the twenty-odd pages 
of pictorial description of the greup's work and pro- 
duction, much of it in colour, present a high standard 
for a company publication. 

Much of the work*concerns the Westinghouse 
braking and signalling systems for railways.and road. 
There is a page for Douglas (Kingswood) Ltd- 
makers of the British version of the Vespa scooter - now 
a Westinghouse company, showing the use of the 
Kingswood factory for Westinghouse work. And there 
is a lengthy review by the chairman of conditions in 
the home and foreign subsidiaries. 

There is, however, a tendency particularly in the 
‘General review of the year’, to use words which are 
capable of wide interpretation, instead of figures. 


Orders received during 1956-57 were ‘greatly in^ 


excess’ of the previous year’s record. Dispatches 
reached ‘an exceptionally large total’. Demands of 
the home market for signalling ‘improved materially’. 
Deliveries of brakes for home and overseas markets 
attained ‘record figures’. | . 

As a broad indication that all is well with the 
business the words serve their purpose, but the aim, 
when making a report, should be to make it as 
definite as possible and that means figures, percent- 
ages, etc. 


Wordy Descriptions 
(b point about wordy descriptions gives the 
opportunity to draw attention to The chaz 

speaks, the fifth of a series of commentaries by Mr 
Ian F. Richardson, City Editor of the Birmingham 
Post and Gazette. ‘I know one quite big Midland 
company,’ he says, ‘whose chairman's statement is a 
bare recital of the figures in the accounts without one 
word of comment or explanation. Hundreds of 
others,’ he adds, ‘insist on hiding the true state of 
affairs behind a barrage of meaningless words like 
"substantial", **material", "considerable" and “satis- 
factery" when they come to talk about the size of the 
order-book or the present level of production. Why 
should they not give figures and percentages?’ he 
asks 


Basically, the purpose of the commentary would 
appear to be to increase the newspaper's advertising 
revenue, but it also aims to raise the standards of 
company reporting. 

Mr Richardson presents in example form, a set of 
accounts based on the 1955 accounts of the United 
Steel Companies. 


No Ill Effects 
WE still see expressed the fear of giving vital 
information to competitors when the suggestion 
is made that turnover and other figures should be 
published. There was a time when this was the final 
answer to any request for such information at a 
company meeting. Experience, however, is showing 
it to be no more than a hollow excuse. 

The business of Joshua Tetley & Co Ltd, the 
Leeds brewers, is keeping up surprisingly well con- 
sidering the extent of the information: provided by 
the directors. Here we have a brewery company 
telling people its income from the sale or cask and 
bottled ale, what it obtained from sales of wines, 
spirits, mineral waters and tobacco, the value of 
materials used and the cost of production. And 
profits are higher, not lower. | 

Furthermore, we have before us Joshua Tetley’s 
statement of trading and estimated profits for 


the three months ended December 31st, 1957, 


published only a month after the end of the quarter. 
It is probably an easier task for a brewery company 
to publish a 
industries, but like the ‘fear of competitors’ in the case 
of turnover disclosure, the difficulties in presenting 


quarterly than it is in many other | 


— and ah ——————— ———— a 


half-yearly or quarterly figures tend to be exaggerated. ` 


Reader’s Query 
READER was surprised to see in our reprint 


of the City of London Building Society's ` 


balance sheet, in our issue of December 21st, a note, 
prominently shown, saying that 'the Society's post- 


war credit amounts to £7,853'. He had been under ` 


the impression that post-war credits applied only to 
persons; and there are probably many other readers 
under the same impression. 

Building societies’ post-war credits derive from the 


special treatment they are accorded by the Inland ` 


Revenue, Under special arrangements, they pay 
income tax on the distributions made to in- 
dividual investors and other bodies not subject to 
income tax under Schedule D. 

These special arrangements for tax are agreed each 
year between the Inland Revenue and the Building 
Societies' Association. 

In the year 1941-42, the formula was agreed 
that the Government would repay after the war 'by 
way of post-war credit, a sum equal to the difference 
between the liability on the basis of the composite 
rate of 5s gd in the f, and what the liability would have 
been if the composite rate had been 5s 1$d in the £. 

‘After the war’ now seems hopelessly vague, but 
individuals with post-war credits were in no better 
position until the right of repayment at 65 was 
conceded. e ! p 
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CITY NOTES 


PRONOUNCED weakness developed in the stock- 
markets following the Chancellor's indication that 
> ‘credit squeeze’ must remain operative until wage 
oblems have been resolved and following statements 
the United States that the business recession there 
iy be deeper and more prolonged than many people 
ve anticipated. 
These comments have come at a time when, in some 
arters of the City, the opinion is being voiced that 
ecial -methods of increasing the Sterling Area's 
ld and dollar reserves may have to be adopted if 
ecurrence of last autumn's currency crisis is to be 
oided. ' 
A further point for City disquiet was Mr Alfred 
»bens's clarification of the Labour Party’s nationali- 
tion intentions. 
Market uncertainty, however, did not prevent the 
o million London County Council 6 per cent loan 
m being overwhelmed by speculative support and 
e stock established 14 points premium on the 
ue price of 993. Opinion has been expressed that 
e L.C.C. operation may prove to be the last of 
rporation borrowing at the 6 per cent level. 


RATES AND PRICES 
Closing prices, Wednesday, February rath, 1958 





| Bank Rate 
hr. I1, 1952 44 Feb. 24, 1955 41976 
pt. 17, 1953 3176 Feb. 16, 1956 54% 
ay £3, 1954 e Feb. 7, 1957 5% 
1. 27, 1955 38% Sept. 19, 1957 776 
Treasury Bills 
6 £6 9: 1-45d% Jan. 10 6 6s 725d% 
13 69s ra21d9 Jan. 17 £6 Ss 10°33d% 
20 6 8s 9°94d% Jan. a4 £6 ss 6-56d% 
be. 37 £6 7s soid% an. 3I £6 2s 6:50d94, 
L3 £6 6: 6-70d% Feb. 7 £6 1s 3:29d% 
Money Rates 
y to day 51-6195, Bank Bills 
ys 5195 2 months 61—6 4 96 
Trade Bills 3 montbs 61-6 & 9c 
months 7-8 95 4 months 64-64% 
months 8 do 6 months 64-01% 
months 7 $ o 
Foreign Exchanges 
sw York 2:81 H- Frankfurt 1177 +4 
ontreal 2:776 &-1 Milan 2d 
nsterdam 10:63 A Oslo 20°01 
ussels 139°574-624 Paris 118 
»penhagen 19°35$-7 Zurich 12°28}-4 
Glit-edged 
nsols 24% 481 d 95 60-90 
nsols 495 71 Savings a V 4 64-67 9 
r Loan 34% 64$ Savings 3% 55-65 sole 
version 34% 64+ Savings 3% pate 754x.d. 
nVn.3¢%,1969 8ax.d. Savings 3% 65-75 vere 
a 29 p 99 Med, Tang 24? 
E? uy oe 4% 77-80 d 
ding 3% peg 781. ec 33% 79781 724x.d 
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WESTINGHOUSH BRAKE AND SIGNAL COMPANY LIMITED AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET AS AT 28th SEPTEMBER, 1957 


Deduct: Depreciation ^ 
Leasehold Buildings, at valuation In 1956 or cost 


Preehold Land and Buildings, at cost .. 


FIXED ASSETS— 


EE 1956 
2,270,771 


£ 
. 8,000,009 


Authorised—Shares of £1 each 
Issued —Ordinary Stock 


CAPITAL — 
CAPITAL RESERVES-- . 


29th eg i 
3,500,000 
2,666,034 








7,109,424 
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Share Premium Account 


Deduct: Amortization 


Plant and Equipment, at cost .. 


Gelies of Plant and Equipment. 





£ 
1,934,947 
42,898 











Deduct: Depreciation 








REVENUE RESERVES— 


; Loose Tools, Dies and Patterns, at cost, 


dep 


Patents, Licences and Goodwill, at cost, less 


balance sheet 
Subsidiaries 


Jigs 


Holding company as detailled on the annexed 


reciation 


esr 








amounts written off 


Premium palid on acquisition of shares in a 











subsidiary.. 





,500 
181,750 


' B4 


» 1958/59, ac 8/6 In 


FUTURE TAXATION- 
Reserves for Income Tax 


the pound .. 


Reserve in respect of the tem 


porary benefit 


TRADE INVESTMENTS, at cost, fess £17,565 


written off .. 


of initial allowances 





CURRENT ASSETS— 





— 5,699,451 


725,250 
158,611 





INTERESTS OF THE MINORITY SHARE- 
HOLDERS IN SUBSIDIARIES Sg wt 





EHI 
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WESTINGHOUSE BRAKE AND SIGNAL COMPANY LIMITED 
CONSOLIDATED PROFIT AND LOSS ACCOUNT for the Fifty-two weeks ended 28th September, 1957 





























1956 
£ £ £ 
1,733,122 Trading profit of the group for the fifty-two weeks sis DÉI T: 2,143,466 
1956 The trading profit shown above has been arrived at after taking account of - 
£129,819 Bonus to employees sch ge i 20 Ka - £145,043 
£416,672 Depreclation and amortization .. E Ps Gs Kë e? ax d £550,629 
* ] emm, wmd 
Remuneratlon of the directors of che company 
3,156 Fees d E bi eg SN 3 eg Vs ie 4,407 
13,700 Other emoluments in respect of Executive ap Intments ` x T. ix 19,844 
S 8,500 Pensions In respect of executive appointments of former directors .. is i3 5,500 
£25,356 , £29,751 
£2,200 Remuneration of the auditors of the company ae és T T vs £2,346 
£17,230 Gross Income from trade investments ag ie T vs we .. . £18,478 
179,757 Deduct: Interest on unsecured loans (£92,638) and bank overdrafts .. Ss gs kat Lg iN 187,775 
1,553,365 Group profit before taxation Ei m Ge $E Ss ag Ex 1,955,691 
Deduct: Taxation, based on the rofits of the perlod— ` 
United Kingdom taxation, ess approximately £11,500 (1956: £44,000) relief arising fromeinvestment 
allowances 
487,232 [ncome tax Vu và in sa Vs eg ek b € ik D s» S 549,185 
159,775 Profits Tax " i es Sg 2 ex e a ia ex vs eg » 245,301 
647,007 794,486 ` 
142,679 . : Overseas taxation, less double taxation rellef Ge sie e - i^ eg "m .. 254,854 — 
——— 789,685 i ` ——— — 1,049,340 
763,679 Group profit after taxation .. E Ga ee, RS : 906,351 
22,059 Deduct: Profits attributable to tha minority BEE in ihe subsidiaries Vs EN E e 17,504 
741,520 Profits attributable to the shareholders In the holding company .. 5è We eg Sé es sa 888,847 
237,862 Deduct: Amount retained In the accounts of the subsidiaries - Ss ge T Sé 333,977 
503,758 Net profit of Westinghouse Brake and Sma Company Pe ge Ke e vs SS 554,870 
, 340,799 Balance brought forward from last year . E" x as ME ek Ze gé s 368,622 
- . 844,557 Balance available, dealt with as follows | 923,492 
— Amount written off jigs, tools, etc., as at 29th UAE 1956 due to a change In the basis of depreciation 54,000 i 
Transferred to— 
200,000 General Reserve yx c xs a ge 36,207 
— Reserve In cee of the temporary benefit of initial allowances <a P T e - ee. 50,000 
275,935 Proposed dividend of 10% less Income tax m " SS X eg uA ,. 408,792 
— — 475935 ' — 548,999 
£368,522 Balance carried to the Balance Sheet .. eg s vs "T SN Ge xa ch Va £374,493 
Seo Note 5. 
NOTES ON ACCOUNTS 
CAPITAL RESERVES 
1. The decreases in the capital resarves of the company, £1,510,052, and of the group, £1,270,398, arose as follows: 
DECREASES Comparry Group 
Share premium account:  - 
Capitalisation of part of the account by che issue of 2,666,034 shares of £1 each, credited as fully paid 2,666,034 
Deduct: premium received on shares Issued during the year £1,333, 017 less expenses of the issue £83, 242 1,244,775 
1,421,259 
Other capital reserve transferred to revenue reserves in wë We ge sä "n s N^ 88,793 
Deduct: INCREASES: 1,510,052 1,510,052 
Reserve for replacement of plant and equipment: : 
Transfers from profit and loss account v si is T "T "t is T E "T 124,060 
Other reserves: 
Reserves arising on the acquisition of additional interests [n subsidiaries d se T s Gg 10,177 
Capitalisation of part of che revenue reserves of a subsidiary  .. Kë Sé We ee ex i 
Reserve arising on revaluation of the leasehold property of a subsidiary wg rn ‘5 xi is 66,583 
———— 239,654 
£1,510,052 £270,398 








REVENUE RESERVES 
2. The general, contingencies, pension and rasearch and development reserves of the company, amounting at 29th September 1956 to £1,325,000, have 

been consolldaced in one general reserve. To this reserve has been added £88,793, transferred from tha other capital reserve, making a total of £I 413 ,793 

which the Directors have Increased to £1,450,000 by the transfer to general reserve of £36,207 from the balance of profit avallable at 28th September 1957. 
3. The Increase in the revenue reserves of subsidiaries as shown In the concedida d RACE sheet, £157,833, arose as follows: 


Profit for the year retained in the accounts of the subsidlaries ii e à sA DS ET T Ke ee 333,977 
Deduct: Transfers to capital reserves: 
ee of plant and equipment =F id T T Sé as ge Si * KN 124,060 
er capital reserves .. Ss us eg SS z 38,834 
Transfer to tho reserve [n respect of the temporary benefit of initial allowances  .. ge vx is 13,250 Goin 
—— I 
"£157,833 





4. in the event of distribution to the holding company of the profitsjof subsidiaries accumulated since acquisition, additional liabilities to taxation would arise, 


ACCOUNTING DATES 


5. The consolidation includes the accounts for the year ended 30th June 1957 of the subsidiaries operating overseas. A change of accounting date to coincide 
with that of the holding company would Involve undue delay. 


- CURRENCY ASSETS AND LIABILITIES 
6. Currency assets and Jlabilicles have been expressed In sterling; 
n As to fixed assets and trade Investments, ac che rates of exchange Ee at the dates when they were acquired, and 


As to other assets, liabilities and provisions, at the rates of exchange ruling at 28th September 1957, 
CAPITAL COMMITMENTS 1956 
7. Commitments for capital expenditure are estimated at: dc 000 Company £390,000 


: 60,080 Group £856,000 
e 
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Current Law 


Bankruptcy Notice: Cross Demand 
IS Re a Debtor (No. 80 of 1957), ex parte The Debtor 
Wiseburgh ([1957] 2 AN E.R. 551) the debtor's 
wife had obtained judgment against her husband 
for £636 15s 4d in a claim to be indemnified by him 
dgainst certain household expenses, and had subse- 


quently issued a bankruptcy notice under Section. 


1 (x) (g) of the Bankruptcy Act, 1914. The debtor 


sought to have this notice set aside on the ground that ` 


he had a cross demand which equalled or exceeded the 
amount of the judgment debt and which he could 
not set up in the action in which the judgment was 
obtained within the meaning of Section r (1) (ei, 
The cross demand on which the debtor relied was 
a claim under Section 17 of the Married Women's 
Property Act, 1882. Prior to the bankruptcy pro- 
GE the wife had presented a petition for divorce 
and the debtor had taken proceedings by summons in 
the Probate, Divorce and Admiralty Division under 
Section 17 ‘claiming that chattels, upon which he 
placed a value of {£20,000 and ‘which were in the 
matrimonial home then in the wife’s possession, 
were his as he had bought them with his own money. 
This claim was disputed by the wife and at the date 
of the application to set aside the bankruptcy notice 
the proceedings on that claim were still pending. 
The Court of Appeal (Sellers, L.J., and Roxburgh, 
J., Jenkins, L.J., dissenting) held that, as the debtor 
had satisfied the Court that his claim had a reason- 
able probability of success, the claim to the chattels 
was a cross demand within Section 1 (1) (g) of the 
Bankruptcy Act, 1914, which equalled or exceeded 
the amount of the judgment debt and accordingly 
that the bankruptcy notice should be set aside. 


Servant Fatally Injured by Act of Another 


HE plaintiff in Staton v. National Coal Board 

([1957] 2 All E.R. 667) sued as the widow and 
administratrix of the estate of S., an employee of the 
defendant board, who was killed in a collision with 
T., another employee of the board. T. had finished 
his day's work and was bicycling across the defend- 
ant's premises to collect his wages at the defendant's 
pay office. He made a detour across a bus park on 
those premises and when riding between two buses 
knocked down the deceased, who died from the 
injuries he then received. 

The question for the Court was whether or not T. 
was acting in the course of his employment so that the 
defendants were vicariously liable for his negligence. 
Finnemore, J., held that the defendants were liable, 
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saying that, when a servant was actually on his 
employers’ premises going to the place which the 
employer had said was the place to which he was 
required to come in order to draw his wages, it 
would be a very unreal and strange state of affairs 
if he were no longer in the course of his employment. 

Obiter, his lordship said that he thought that it * 
could be argued with success that a servant was not 
in the course of his employment if he were not on his 
master's premises but, for example, on the Queen's 
highway on the way to his place of employment to 
get his wages. 


Safe Access to Premises: the Duty 
to take Care 


EVERAL cases which have already been noted in 

‘Current Law’ in The Accountant have recently been 
heard on appeal. In A. C. Billings & Sons Lid v. 
Riden ([1957] 3 All E.R. 1) the House of Lords 
affirmed the decision of the Court of Appeal (sub 
nom. Riden v. A. C. Billings & Sons Ltd, and O 
[1956] 3 All E.R. 357), which was referred to in our 
issue of December 8th, 1956. A decision of the House 
of Lorda on the duty of contractors to take care is 
clearly of the greatest importance. In the words of 
Lord Reid 


t.. the appellants were under a duty to all persons 
who might be expected lawfully to visit the house, 
and that duty was the ordinary duty to take such 
care as in all the circumstances of the case was 
reasonable to ensure that visitors were not exposed 
to danger by their actions’. 
Merely to give a warning was riot necessarily enough, 
and was not enough in the instant case, nor was an 
injured person debarred from recovering damages 
merely because of a warning. The question was 
whether the danger was such that, in the circum- 
stances, no sensible man would have incurred it or, 
in other words, whether the plaintiff’s exposing 
himself to the danger was a want of common or 
ordinary prudence on his part. If it was not, then the 
fact that he voluntarily or knowingly incurred the 
danger did not entitle the defendant to escape from 
liability. Malone v. Laskey ([1907] 2 K.B. 141) was 
overruled so far as it dealt with negligence, and Ball v. 
London County Council ([1949] 2 K.B. 159) was 
criticized. 


TEM of Option 


HE plaintiff in Griffith v. Pelton ([1957] 3 AU 

E.R. 75) was the assignee of a lease which gave 
the lessee an option to purchase the fee simple during: 
the year following ihe ies sor’s death if (as happened) 
the lessor died during the currency of the lease. The 
plaintiff gave the lessor’s executrix notice exercising 
the option, and the question arose whether the plain- 
tiff, as assignee, was entitled to the benefit of the 
option. The assignment contained no reference to 
the option, but the lessee by a deed of later date 
expressly . EE the benefit of, the option fo the 
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assignee if and in so far as ‘it was not already vested 


in him, 

The Court of Appeal held that as a matter of 
construction the assignment operated to assign the 
benefit of the option; had it not done so then the 
later deed would have constituted an effective assign- 
ment of the benefit. While the decision in this case 
turns, of course, upon its particular facts, the case is 
of much value because of the observations of the 
Court of Appeal on the nature of an option to 
purchase land and the assignability of such an option. 


No Sufficient Memorandum 


HE plaintiff in Timmins v. Moreland Street 
Property Co Ltd ([1957] 3 All E.R. 265) failed 
because he was unable to show that there was a 
sufficient memorandum in writing, signed on behalf 
of the party to be charged (that is, the defendant 
company), to satisfy Section 40 of the Law of Property 
Act, 1925. C., a director of the defendant company, 
gave the plaintiff a cheque signed by C. on behalf 
of the defendant and drawn in favour of the plaintiff’s 
solicitors, on which cheque the plaintiff at Ce 
request wrote in the amount of the deposit. The 
plaintiff then prepared, signed and gave to C. a 
receipt for the deposit in which he acknowledged the 
deposit and agreed to sell the property 
On the facts, the Court of Appeal found it im- 
possible to link the cheque, which was the only 
document containing the signature of the party to 
be charged, with the receipt: the cheque contained 
no reference to any other document or to any 
transaction other than the order for payment which 
it itself constituted, and this was not an order for 
payment to the plaintiff, but to the plaintiff’s solicitors. 
The Court of Appeal indicated that the fact that the 
document containing a description of the transaction 
(the receipt) was not in existence at the time when the 
document containing the defendant’s signature (the 


cheque) was completed was not necessarily fatal to: 


the plaintiff's case, since the preparation of the two 
documents was sufficiently contemporaneous, and it 
seems, therefore, that if the cheque had been in 
favour of the plaintiff personally, his action might have 
succeeded. 

The case is of considerable interest because of the 
Court of Appeal's observations on the rules relating 
to the linking of documents so as to constitute a 
memorandum for the purposes of Section 40, and 
the Court's examination of the earlier authorities. 


Foreign Company Dissolved Abroad: 
Winding-up in England 
N Re Banque des Marchands de Moscou 
(Koupetschesky) ([1957] 3 All E.R. 182) a summons 
was issued by the liquidator for the determination of 
the question whether the surplus assets of the bank 
remaining after satisfying all its liabilities and the 
costs and expenses of the liquidation, passed to the 
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Crown as bona vacantia, or were distributable among 
the contributories under the Companies Act, 1948, or 
were distributable or applicable in some other and if so 
what manner. 

The bank had been dissolved under Russian law 
at some date prior to May 30th, 1932, when a winding- 
up order was made under Sectión 338 (1) (d) of the 
Companies Act, 1929, on the footing that it was an 
unregistered company which had been dissolved: 
see now Section 399 of the Companies Act, 1948. 
The order was made ‘without prejudice to the claim 
of the Crown to any of the assets of the said com- 
pany which may have become bona vacantia'. In 
Re Azoff-Don Commercial Bank ([1954] 1 All E.R. 
947) Wynn-Parry, J., held that the title of the 
Crown to the assets of a dissolved foreign corpora- 
tion as bona vacantia was defeated by a winding-up 
order, in so far as those assets might be needed to 
pay former creditors, and that the Crown could not 
prevent an order being made. In Re Banque des 
Marchands de Moscou (Koupetschesky) there was 
evidence before Roxburgh, J., that the effect of 
Russian law was that the assets of the bank, so far 
as they had not been effectively confiscated, were 
converted into the common ownership of its late 
shareholders, and his lordship, applying Re Azoff- 
Don Commercial Bank, accordingly held that the 
liquidator must take proper steps to discover whether 
any claimants could prove their title to share in 
those assets: the Crown had not, at that dion of the 
liquidation, any claim thereto. 


- Restoration to the Register: 
Whether Penalty Possible 


N Re Moses & Cohen Lid ([1957] 3 All E.R. 232) 

Roxburgh, J., dealt with a petition for the restora- 
tion to the register, uhder Section 353 (6) of the 
Companies Act, 1948 of a company which had 
been struck off following its failure to give notice 
to the Registrar of the situation of its registered 
office within the time prescribed by Section 107 (2), 
to send a return to the Registrar relating to its direc- 
tors and secretary as required by Section 200, or 
to make the annual return required by Section 
I24 (1). Default fines might thus have been incurred, 
but, by virtue of Section 440 (2), an officer of a 
company is only liable to a default fine if he know- 
ingly and wilfully authorizes or permits the default, 
and in the present case the Board of Trade did not 
contemplate any proceedings for default. 

It was within the discretion of the learned judge, 
under Section 353 (6), whether or not to order 
restoration to the register. His lordship came to the 
conclusion, on the facts, that to refuse restoration 
would be too great a penalty, but he considered 
whether he might make restoration conditional on 
the payment of a penalty (beyond costs). His lordship 
found that he had no jurisdiction to do so, and 
deplored the fact, in view of the frequency of the 
type of application before him. 


Correspondence 
Letters must be authenticated by the name and address of 
- the writer, not necessarily for publication. The Editor does 
not necessarily agree with, or hold himself responsible for, 


Audit Procedure: Bank Paying-in Slips 


Sir, - I read with much interest the reference to the 
above question in the letture by Mr C. Romer-Lee, 
M.A., F.C.A., reproduced in your issue of November 
2nd, 1957. 

I have subsequently discussed it with representa- 
tives of several of the leading banks, both with a view 
to ascertaining the present Dee in relation to 
the checking of paying-in slips and also to discover 
their attitude to requests from auditors to confirm the 
details, on a selection of clients’ paying-in slips. In 
each case I was informed that it is not the practice, 
where several items are involved, for the bank to 
attempt.to agree the details on the two parts of the 
paying-in slips. 'T'he totals on the two parts are com- 
pared and the bank's copy is subsequently agreed 
with the cheques etc. paid in, sometimes in detail but, 
in other cases, in total only. Sé 

I was also told that though the banks concerned 
would be willing to co-operate with their customers' 
auditors in any specific cases where fraud might be 
suspected, they could not undertake to carry out an 
annual check on selected paying-in slips as a part of 
normal routine audit procedure, unless the customers 
concerned were prepared to pay a special or increased 
charge for the additional work thus involved. 
gë | Yours faithfully, 


London, EC2. A. J. COOKE. 


| .— Accountants and Work Study 
Sir, - Mr B. H. Dyson, General Manager (Overseas 


Production), Hoover Ltd, is to be congratulated on. 


his article ‘Cost Control in the Factory’ (January 4th 
issue). It is forcibly written, highly practical and most 
interesting. ; M 

Presumably Mr Dyson is a production engineer, 
as he blandly states — when pointing out that office 
work is as much a production cost as the machine 
shop operations.— that 


` ‘there are unlimited opportunities to.increase both 
individual office worker output and office machine 

. utilization when production engineers accept their 

- responsibilities’. 

The italics are mine. 

‘ What is required, of course, is not that production 

engineers should accept their responsibilities [sic] 
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regarding office work, but that accountants should 
acquire the necessary knowledge of method study 
and work measurement and apply these techniques 


. in their own domain — the office. 


Unfortunately, however, practising accountants 
here in South Africa (and the same position no doubt 
applies on a much larger scale in the United Kingdom) 
are quite content to stand by and allow production 
and time-study engineers to enter the offices of their 
clients and apply these techniques to pure accounting 
and clerical procedures — in fact, these same engin- 
eers, realizing that auditors are obsessed with 
historical verification and taxation to the apparent 
exclusion of anything else, and embarrassed by the 
word ‘accounting’ in management accounting, now 
dub these dynamic techniques management engineer- 
ing and 'engineer' systems of standard costing and 
budgetary control right under the complacent noses 
of the auditors. 

Unless the auditor changes his outlook (and 
quickly), the auditing profession must surely be the 
profession with the bleakest future. Small wonder, 
then, that the really intelligent young man (I refer 
to the university graduate) is not attracted to the 
auditing profession when he sees industrialists and 
business men generally calling in non-auditors (often. 
non-accountants) to design and install day-to-day 
financial controls and forward planning and to stream- 
line accounting and clerical procedures in the office. 

Yours truly, 
FREDERICK G. BEARD, 

B.COM., F.A.C.C.A., F.C.W.A., F.C.I.S. 

Pretoria. | 


Disclosure of Information in Accounts | 


SIR, — I found ‘A stockbroker's view of compàny 
accounts’ (February ist issue) most interesting 
reading and am impressed by the amount of common. 
ground existing between the views expressed by the 
different categories of people interested in company 
accounts. 

There are, however, two points — frequently 
referred to when the content and layout of published 
accounts is under consideration - upon which I 
would like to comment. The subjects are the valua- 
tion of fixed assets for balance sheet purposes, with 
particular reference to replacement values, and the 
disclosure of turnover figures. 

I make these comments not-to refute the desirability 
of giving such information, but to underline the 
difficulties facing the compiler of the accounts and 
to show how, in certain circumstances, the giving of 
the information might itself be misleading. 

I write with reference to the business of tramp- 
shipowners — especially owners of a tanker fleet. The 
fixed assets of the business are the ships themselves — 
one might say 'so long as they're floating' — and the 
valuation of ships is a very tricky business. 

As an example, let us take the case of a 16,000-ton 
tanker built in 1950 at a.cost of £750,000.’ Now 


| op 
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eight years old — what is the value of this vessel? 

Here are some possibilities: it 

` Book value | j 

Either (a) £375,000 computed by straight-line de- 
preciation on the basis of a useful life of 
sixteen years; 

(b) £204,368 computed on the basis of 
depreciation at r5 per cent per annum 
on the reducing balance. 

The above valuations represent the alternative 
methods accepted by the Inland Revenue for the 


: computation of annual capital allowances. As with 


other businesses, each individual shipowner is at 
liberty to make such provision for depreciation as he 


= considers prudent, but the above bases will serve as 


. for balance sheet purpo 


& background to what follows: 


Replacement value 


(1) £625,000 — that is the notional written-down 

` value (on basis (a) above) on the figure of £11 

million, which is the probable cost of an identical 
vessel today if it could be built overnight. 


. (2) £340,613 — the same figure of £1} million as in 
| * (1) above, but depreciated by. the reducing 
-balance method at 15 per cent per annum. 


(3) £1} million + x (less depreciation on either 


. basis) — ‘x’ being the increase in price between 
the date of placing the order and the date of 
delivery. The increase could be as much as 50 
per cent in a period of five years. 

(4) Anything between {500,000 and £2 million 
representing the price which a similar ship 
would fetch in the open market, for it can be 
said that the cost of replacing the ship with a 
similar one of the same age is the true replace- 
ment cost, 


It is this open market value which poses such 
problems as to make a replacement valuation useless 
ses, If there were two identical 
vessels in a fleet, it 1s quite possible for one ship to 
have a market price of £500,000 and the other to be 
worth {2 million. This is because the market price 
(and therefore the replacement cost) 1s more in- 


fluenced by the earning capacity of the vessel than : 


by the intrinsic worth of the hull and machinery. 
This earning power is directly connected with the 
position of the ship charter-wise. At the present 
time when the freight market is depressed, a ship 
fixed on a remunerative long-term charter would 
command a high figure, whereas an unfixed ship 
destined to be laid-up for an indefinite period would 
be fortunate to attract a buyer willing to invest 
capital in.a non-earning asset which would cost a 
considerable sum to maintain. 

Conversely, in boom times a ship chartered at a 
reasonably remunerative rate of freight might well be 
worth a lot less than one which a buyer could employ 
in the ‘spot’ market to make extremely high profits. 

This constant variation in the-market price of ships, 
totally unrelated to their intrinsic worth, makes the 


publication of such figures in a balance sheet of little 
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use and, without a considerable amount.of supporting 
detailed information, it might well be misleading. 
This applies not only to year-by-year comparisons 
of the balance sheets of a particular company, but 
comparisons between one company and another. 

The fixed assets of a tramp-shipowner are easily 
identifiable single units — ships — and to this extent he 
is in a better position to consider replacement values 
than many other business men whose fixed assets are 
a mixture of buildings, plant and machinery not 
easily capable of individual assessment. Nevertheless, 
the basic question as to what does and what does not 
constitute a replacement is a very knotty problem 
where ships are concerned. How does one talk in 
terms of replacing a type and size of ship which no 
one wishes to build any mort and which the owner 
would probably have to replace with a larger, faster 
and more efficient vessel in order to stay in 
business? 

To turn to the matter of turnover or gross income, 
some years ago my board decided to disclose these 
figures in the company's accounts, but have since 
abandoned the practice, because a change in the 
nature of the company's trading has rendered any 
eebe of gross income of one year with that of 
another quite pointless and any attempt to express 
gross profit as a percentage thereof would be quite 
misleading. ‘This arises because of the ways in which 
tramps, whether tankers or dry-cargo ships, earn 


. their income. 


There are three main kinds of ‘fixture’ — bareboat 
or demise charter, time charter and voyage charter — 
each of which might well produce the same Sie 
surplus or gross profit, whilst the gross income an 
operating expenses of each ship would vary materially. 
In a bareboat charter, the owner pays only the 
insurance premiums on the ship and collects from 
the charterer a monthly rate of hire; the charterer 
bearing all other expenses of trading the ship. In 
the case of a time charter, the owner keeps the vessel 
in repair and provides the crew; the hire received 
from the charterers being correspondingly higher 
than in the case of a bareboat charter. Lastly, where 
a i is fixed under a voyage charter, the owner pays 
all the expenses, including fuel and port charges, 
receiving from the charterer a fixed rate per ton of 
cargo carried. 

If all the ships in a fleet are trading under the same 
type of charter ~ as was the case with my company at 
one time- then comparisons of gross income and 
gross-profit percentages from year-to-year could be 
of interest, but in the case of a fleet comprising ships 
trading under different types of charter, comparison 


of annual gross-trading figures can only be at the best, 
useless, and at the worst, misleading. 
I realize that the tramp-shipping industry is in a 


special Eeer in the two respects to which I have 


referred, but I have no doubt that other business 
activities find themselves faced with special con- 
siderations on other matters relating to the disclosure 
of information in accounts, quite apart from the oft- 
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help competitors. 

I hope that I may have demonstrated that cir- 
cumstances exist where the directors have a duty 
not to disclose information which might normally be 
desirable and I feel that these cases should be 
ventilated, so that uninformed criticism is not levelled 
at companies which, whilst following a policy of 
informativeness in their accounts, do not confirm to 
a uniform pattern of disclosure. 


. Yours faithfully, 
STANLEY SEDGWI CK, 


Secretary. 
LONDON & OVERSEAS FREIGHTERS LTD. 


London, Wr. i 


Fiscal Reform 


SIR, - In the modern idiom, we could ‘not agree 
more' with Mr R. W. Smith's article in your issue of 
January 18th. 

Improvement of the national accounts is long over- 
due, but, as your contributor suggests, it will not 
come if the accountancy profession remains passive. 
A good deal could be done with the existing form of 
'cash accounting' to make the nation's accounts more 
intelligible. This would be a step in the right direction. 
The eradication of the shortcomings briefly com- 
mented upon by the writer would, of course, be a 

long-term project. 


In a campaign for better national accounts, The . 


Institute of Chartered Accountants in England and 
Wales was never in such a strong position as it is 
today, with its 30,000-o0dd members. Its voice and 
weight should be used constantly in constructive 
criticism to bring home to the nation how badly the 
results of its 'trading year' are presented to them. 
Is it too much to hope that the reform of national 
accounting could now begin, if the Institute well and 
truly takes up the challenge and opportuntiy? . 
Yours faithfully, 
QUALIF: IED TAXPAYERS. 


Sin, - The national accounts are a relic of English 
traditional methods that would never have survived 
if the Treasury had been based in Edinburgh, or 
even in Glasgow. 

In view of this, that Mr R. W. Smith's article 
(January 18th issue) should so have inspired Mr 
Easton, on February 1st, to make common cause with 
England as to write of ‘our national accounts’ makes 
me wonder whether the annual battle for the Calcutta 
Cup is now out-dated. 


Yours faithfully, 
J. G. FRASER, C.A., 
Secretary, 
GEORGE ELLISON LTD. 


Birmingham. 
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Multiplication Check 
Sm, - I read with interest in your issue of January 
25th, the letter of Mr R. A. Tyssen-Gee, regarding 
the squaring of numbers ending with 5. 

Perhaps he and other readers would care to learn 

an easier way of squaring numbers. 

Take any number, e.g. 46. 

(1) Multiply the first digit (all digits except the 
last) by itself, e.g. 4x4=16, then add two 
noughts, thus beco 1,600. 

(2) Multiply the first digit (all digits except last) 
by the last digit and double the product: 

6X4X2-—48. 
This time add one nought: 480. 

(3) Multiply the last digit by itself: 6» 6—36. 

b Then add the. products of each stage together, 
i.e. 36-+480-+ 1,600— 2,116, and you have then 
obtained the answer. 


When you have got used to this idea you may 
extend your knowledge by multiplying half numbers, 
for example (374)*. 

By the above method you find the product of 37? 
which is 1,369. 

All you do then is to add the number to the product 
and subtract 1, i.e. 1,3694-374$—1— 1,4061. 

Yours faithfully, 
GEORGE ALAN THORNE. 


Morley, near Leeds. 


- 


The Coffee Pot 


S1R,- Some time ago you published a letter about a 
new club for young professional people — The Coffee 
Pot. This club was started to provide opportunities 
for young men and women in the professions to meet 
each other in pleasant surroundings and a congenial 
atmosphere, Perhaps your readers would be inter-. 
ested to hear how the enterprise has developed. About 
fifteen similar clubs have been started in the provinces. 
and a new Coffee Pot club — The Bloomsbury — was 


opened recently by Dr Glyn Daniel Over eighty- 


young men and women joined on the spot, and we 
have already a large pile of applications for member- 
ship from people who were not at the meeting. 

We are interested in attracting members of the 
various professions, and if any young accountants are 
interested we should welcome inquiries to the Sec- 
retary, The Coffee Pot National Committee, 108 
Baker Street, London, Wr. 

'The clubs are for young men and women between 
the ages of 19 and 30. There are clubs in Birmingham, 
Bristol, Cambridge, Edinburgh, Exeter, Leicester, 
Middlesbrough, Newcastle and Wolverhampton, and 
clubs on rather similar lines exist in other places. ‘The 
subscription is usually about £2 per annum. In 
London there are three clubs- The Coffee Pot, 
'The Samovar, and the Bloomsbury Coffee Pot. 

Yours faithfully, 
i LINDSAY. 

London, WI. 


BEN i. Ee Lade —— 
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Es THE INSTITUTE OF CHARTERED ` | 
` ACCOUNTANTS IN ENGLAND AND WALES ` 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on. Wednesday, February 5th, 1958, at the Hall of the 
[nstitute, Moorgate Place, London, EC2, there were 
present; 


Mr W. H. Lawson, C.B.E., President, in the chair; Mr 
W. L. Barrows, Vice-President; Mesars E. Baldry, C. Percy 
Barrowcliff, T. A. Hamilton Baynes, |. H. Bell, H A. 
Benson, C.B.X., J. Blakey, W. G. Campbell, P. F. Carpenter, 


W. S. Carrington, D. A. Clarke, J. Claon. C. Groxton- : 


Smith, W. G. B X. W. Fea, Sir Harold SE A 
Messrs J. Godfr F. Granger, L. C. Hawkins, J. S 
Heston, D. V. A Sir Harold Howitt, ong. D.8.0., 
M.C., Messrs P. D. Irons, H. O. Johnson, 'H. L. Layton, 
M.8.M., R. B. Leech, M.B.E., T.D., R. McNeil, J. H. Mann, 
M.B.E., ; Bertram Nelson, C.B.E., W. E. Parker, C.B.E., C. U. 
Peat, M.C., F. E. Price, P. V. "Roberts, L. W. Robson, Sir 
Thomas Robson, M.B.E, Messrs G. F. Saunders, K. G. 
Shuttleworth, C. M. Strachan, ong, J. E. Talbot, E. D. 
Taylor, G. L. C. "Touche, A. D. Walker, M. Wheatley 
ones, E. F. G. Whimney, J. C. OR Sé Mis 
P. "Winter, M.C., T.D., Sir Richard ad ley, C.B.E., with 
the Secretary and Assistant Secretaries. 


^ 


Admissions to Membership under the 
Scheme of Integration 


The Council acceded to applications from 4,945 mem- 
bers of the Society of Incorporated Accountants for 
admission to membership of the Institute pursuant to 
the Scheme of Integration referred to in clause 34 of 
the supplemental Charter. All the new members have 
been notified. With the eight members admitted at the 
Council meeting on December 4th, 1957, and 977 
admitted at the Council meeting on January 8th, 1958, 
this makes a total of 5,930 members admitted under 
the Scheme of Integration. 

The Council expects to be able to admit to member- 
ship at its meeting on March sth, 1958, the bulk of the 
remaining members of the Society of Incorporated 


Accountants who have applied for admission to 


membership of the Institute. 


Re-admission 


One application for re-admission to membership was 
acceded to. 


Exemption from the Preliminary Examination 


Three applications under bye-law 79 for exemption 
the Drei examination were acceded to. 


Exemption from the Intermediate Examination 


(a) Twenty-four applications under bye-law 85 (a) 
for exemption from the Intermediate examination 
were acceded to. 

(b) Two applications under bye-law 85 (b) for 
exemption from the Intermediate examination were 
acceded to, and two applications were not acceded to. 

e 


Reduction in Period of Service under Articles 


Five applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


- Chartered Accountants Employees 
Superannuatiqn Scheme 


The following were appointed to serve on the first 
committee of CAESS under the chairmanship of Mr 
R. W. L. Eke, F.c.a., in accordance with pue 25 (2) of 
CAESS: 


PURI commillea men: 
Mr T. A. Hamilton Baynes, M.A., F.C.A., PA ai 
Mr E. W. P. Broad, T.D., F.C.A., Tunbridge W. 
Mr D. A, Huggons, A.C.A., London. 
Mr S. Jackson, B.COM., F.C.4., London, 
Mr R. A Palmer, T.D., M.A., F.C.4., Northampton. 


. McGuire, Lond 
. J. Mellows, A.C.A, London. 
.H. Pittman, A.C.A., London. 
DH Ward, Chelmsford. 


On. 


Autumn Meeting, 1958. 


The papers to be-presented at the autumn meeting to ` 
be held in London on October 2nd to 4th, 1958, will 
be ‘The future role of the accountant in practice’, by 
Mr H. A. Benson, C.B.E., F.C.4.; "The future role of 
the accountant in industry’, by Mr W. W. Fea, B.A., 
A.c.A.; and ‘The progress of tax reform’, by Mr W. S. 
Carrington, F.C.A. Further details of the meeting will 
be circulated to all members of the Institute in England 
and Wales in due course. Ány member overseas who 
is likely to be in this country at the time and would like 
to be present at the meeting is asked to write to the 
Secretary so that details may be sent to him. 


Articled Clerks Engaging in Other Business 


Two applications under bye-law 57 from articled clerks 
to engage during their service under articles in other 
business for the sole purpose and to the limited extent 
specified in their applications were acceded to. 


Intermediate Examination | 


One application under bye-law 81 for permission to 
sit an earlier Intermediate examination was not acceded 
to. 


Articled Clerks in Industrial Organizations 


Two applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in 
an industrial or commercial organization during service 
under articles were acceded to. 
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Scheme of Integration 


The Seciety of Incorporated Accountants: articled clerks 
and bye-law candidates 

(1) The following statement embodies regulations 
which the Council has made under bye-law 120 and is 
also intended to clarify a number of points which have 
arisen from the operation of the Scheme of Integration. 


Interruption of service as an articled clerk of the Society 
or as a bye-law candidate on account of national service 
or of a degree course at a university 

(2) Those individuals whose service under incorpor- 
ated articles or whose qualifying service with the 
Society was interrupted by national service or by a 
university degree course so that at the effective date 
of the scheme they were not actually undertaking 
such service are invited to write to the Institute. 


Articled clerks of the Society and bye-law candidates also 
serving under articles with a member of the Institute 

(3) The form of application to register under the 
scheme provides for an articled clerk of the Society or 
bye-law candidate to give particulars if he 1s also serv- 
ing under articles with a member of the Institute. If 
they have not already done so, those concerned should 
write to the Institute so that they may be informed of 
their appropriate course of action. 


Former articled clerks of the Society and former bye-law 
candidates who are serving under articles with a member 
of the Institute 

(4) An articled clerk of the Institute who was 
formerly an articled clerk of the Society or a bye-law 
candidate and who, on entering into articles with a 
member of the Institute, gave up his incorporated 
articles or qualifying service, should write to the 
Institute if he has not already done so. 


Members of the Society serving under articles with a 
member of the Institute 

(5) Any member of the Society who at the effective 
date of the scheme was serving under articles with a 
member of the Institute should write to the Institute 
if he has not already done so. The attention of those 
concerned is drawn to paragraph 4 (IV) of the rules of 
eligibility for examinations included in the notes which 
accompany the form of application to register under 
the scheme. 


Transfers of articles and changes of employment 

(6) Clause 13 of the scheme provides: 

‘Any articled clerk or bye-law candidate of the Society 
who, after the effective date, desires to transfer his 
articles or, as the case may be, to change his employment 
shall obtain the consent of the Council of the Institute to 
such transfer or change and unless he do ao, service after 
such transfer or change shall not count towards the com- 
pletion of his articles or his qualifying service unless the 
Council of the Institute otherwise directs. In giving any 
such consent or direction, the. Council of the Institute 

.may impose such terms and conditions, if any, as it may 
consider appropriate.’ 

(a) The following notes are issued for the guidance 
of articled clerks and bye-law candidates in 
relation to clause 13. 'T'hese notes do not and are 
not intended in any way to restrict the Council 
in the exercise of the ‘consent or direction’ 
referred to in that clause; the Council remains 
empowered in any individual case to give or to 
withhold its consent and to impose terms and 
conditions, if any, as it may consider appropriate. 
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(b) No application for the consent referred to in 


clause 13 need normally be made where, by agree-' 


ment between the parties, 1t 1s desired to transfer 

articles from one principal to another and the 

transfer is lodged for registration with the 

Institute in the usual manner. 

(c) In any other circumstances a formal application 
must be submitted. This application must include: 
(i) particulars of the change of employment it 

is desired to make; 

(ii) the reasons for the proposed change; 

(iii) a letter from the prospective new employer 
stating his willingness to accept the applicant 
and giving details of the number of members 
of the English, Scottish and Irish Institutes 
who are partners in the firm or members of 
the staff, the number of articled clerks (in- 
cluding those serving under indentures or 
articles with members of the Scottish and 
Irish Institutes) and bye-law candidates 
already serving in that firm and the total 
number of staff employed. _ 

The Council's concern will be to ensure that as far as 
practicable proper training facilities are available for 
every person serving under articles or continuing his 
qualifying service with a view to the maintenance and 
advancement of the standards of training for the 
profession. 


Reduction in service under articles (bye-law 61) 

Bye-law 61 provides: 

"The Council may, by resolution at a meeting specially 
convened with notice of- the object (at which meeting 
there shall be present not less than twenty-four members 
of the Council and for which resolution not less than 
three-fourths of those present and voting shall vote), in 
the case of a person who has passed or has been exempted 
from the Preli examination under the provisions 
of these bye-laws and who has at the date of such meeting 
been for ten years continuously in employment as a clerk 
to a member in practice or has had experience which in 
the opinion of the Council (whose decision shall be final) 
is equivalent to such employment, reduce the period for 
which such person must serve under articles to not less 

years or, where such person is a graduate of a 
university of the United Kingdom, to not less than two 
years.” 

(8) The Council is prepared to consider applications 
under bye-law 61 from those articled clerks of the 
Society and bye-law candidates who, under the Scheme 
of Integration, undertake the balance of their service 
under articles with a fellow or an associate of the 
Institute practising as a public accountant in England 
or Wales. In connection with all applications under 
bye-law 61 the Council has decided that: 


(a) employment under the age of 16 years will not 
count towards the qualifying-period of ten years; 

(b) national service does not count as part of the 
qualifying period, but a break in the period of 
employment due to national service will not 
prejudice an application; 

(c) the substantial part of the total period must have 
been spent in the office of a public accountant; 

(d) only in the most exceptional circumstances will 
the Council grant an application where the 
relevant experience has not been obtained in: the 

, United Kingdom. 


Exemption from the Preliminary examination (bye-law 79) 
Bye-law 79 proyides that’ the’ Council "may grant 
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exemption from the Preliminary examination to a 
person not being under 30 years of age who at the date 
of his application for exemption shall have been for ten 
years continuously in employment as a clerk to a mem- 
ber or members in practice. 

'The Council has decided that for the purpose of the 
above bye-law the words 'clerk to a member or mem- 
bers in practice’ shall include a clerk to a member of 
the Society of Incorporated Accountants practising as 
a public accountant in England or Wales who becomes 
a fellow or associate of the Institute as a result of the 
Scheme of Integration so that any employment with 
such a member prior to his admission to membership 
of the Institute may be accepted within the meaning 
ot bye-law 79. 


The permitted number of articled clerks 

In its statement dated August 7th, 1957, the Council 
indicated the circumstances in which it was prep 
to allow articled clerks of the Society and bye-law 


candidates to be regarded as supernumerary to a basic 


complement of Two articled clerks. 

On further consideration the Council has decided that 
ali articled clerks of the Society and bye-law 
candidates who were with a member or firm at 
November 2nd, 1957, may be regarded as super- 
numerary to the complement of four articled 
clerks while they remain with that member or 
firm (‘Member’ in this statement includes any In- 
corporated Accountant who becomes a fellow or 
associate under the Scheme of Integration). This 
decision will apply in the case of a bye-law candidate 
whether he continues as such, becomes an articled clerk 
for the balance of his service or (if he commenced his 
service within a year of the effective date) elects to 


-disregard his bye-law service and enter into normal 


Institute articles. 

The Council wishes, however, to remind members 
that, except in the circumstances set out in paragraph 2, 
no member may have more than four articled clerks 
unless he has obtained the specific permission of the 
Council. The Secretary will, on application, indicate 
what information should accompany a request for such 
permission. 


Examination Results — November 1957 


The Examination Committee reported the results of 
the examination held in November 1957, as follows: 

Passed Failed Total 

Preliminary ay 75 IIR 

Intermediate 626 694 1,320 

Final 499 583 1,082 


The following prizes and certificates of merit were 
awarded: 


PRELIMINARY 


Deloitte Prize for the year 1957 
B. H. Stonehouse (Kidderminster) 
(November 1957 Preliminary Examination). 


INTERMEDIATE 


First Certificate of Merit, the Institute Prize, the Stephens 
Prize, the Frederick Prize and the Plender Prizes 
for the Book-keeping and Accounts (Partnership) and Book- 
keeping and Accounts (Executorship) papers 

ss W. K. Ng (F. S. Young), ponen. ? 
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Second Certificate of Merit, the Tom Walton Prize and the 
Plender Prize for the Bookkeeping and Accounts (Limited 


Companies) paper 
Miss M. A. Yale (T. leet Llandudno, 


Third Certificate of Merit, and the Flight-Lieutenant Dudley 
Hewitt, D.F.C., Prize 
B. V. Carsberg (C. A. Chapman), London. 


Fourth Certificate of Merit 
M. R. T. Willings (E. Caldwell), London. 


Fifth Certificate of Merit and the Plender Prize for the Taxa- 
tion and Cost Accounting pae l 
Miss J. I. Gold (M. Fox), London. 


Sixth Certificate of Merit and the Plender Prize for the 
Auditing paper 
C. Brockington (J. A. Heacock), Birmingham. 


Sixth Certificate of Merit 
E. G. Levy (D. F. L. Qooke), London. 


Eighth Certificate of Merit 
M. Blackburn (H. Robinson), Norwich. 


Ninth Certificate of Merit 
A. V. Nicholson (P. A. Aldrich), London. 
Miss P. L. Northam (C. Romer-Lee), London. 


Eleventh Certificate of Merit 
D. T. Forbes (R. W. Foster), Chesterfield, 


Twelfth Certificate of Merit 
A. M. Smith (H. J. Gittings), Cheltenham. 


Thirteenth Certificate of Merit 
R. W. Davies (S. A. Common), Newport, Mon. 


Fourteenth Certificate of Merit 
S. Saleem (C. Romer-Lee), London. 


Fifteenth Certificate of Merit 
R. L. Slowe (H. Arbeid), London. 
R. C. Smith (J. H. Banfield), London. 


Seventeenth Certificate of Merit 
T. C. Groocock (A. M. Williams), Swansea. 


Eighteenth Certificate of Merit 
M. Glenn (R. S. Ford), London. 
J. W. Rose (L. H. Mitchell), London. 
Twentieth Certificate of Merit 
J. A. Miller (W. E. Parker), London. 


Plender Prize for the General Commercial Knowledge paper 
M. J. Ridges (T. M. Harvey), Liverpool. 


FINAL 
edal and Prize 


T. W. D. Vokins (A. Jolly), Hove. 
Second Certificate of Merit and the Walter Knox 


Scholarship 
S. D. Rathbone (K. H. Fisher), London. 


Third Certificate of Merit and ihe Plender Prize for the 
English Law (Part I) paper - 
D. Anton (G. E. Jones), London. 
Fourth Certificate of Merit and the Plender Prize for the 
General Financial Knowledge, Cost and Management 
Accounting paper 
J. D. Cormie (P. A. Bayliss), London. 


Fifth Certificate of Merit and the Plender Prize for the 


Taxation paper 
D. J. H. Slater (H. K. Campbell), Bristol. 
Sixth Certificate of Merit 
J. R. Coombe (H. H. Mason), London. 


Seventh Certificate of Merit 
C. D. Parker (G. W. Wood), Battle. 


First Certificate of Merit, the Institute Prize, and the W. B. 
Peat M 
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The William Quilter gier and the Plender Prize for ES 


uditing paper 
G. Harris E J. Rogers), London. 


The Frederick Whinney Prize and the Plender Prize for the 
Advanced Accounting (Part I) paper , 
K. A. Sherwood (S. F. Nash), London. 


The Plender Prise bi the Advanced Accounting 
(Part II) paper 
W. L. E. Davion. (A. W. Slee), Barnstaple. 


The Plender Prize for the English Law (Part Il) paler 
H. D. Shérrington (N. Woolley), Manchester. 


The O..C. Railton Prize for the year 1957: 
J. Liversidge (A. F. Sergeant), Leeds. 
.-. .(May 1957 Final examination.) 


Cheating gt Reger 


The Chairman of the Examination Committee 
reported that a candidate in the November 1957 Final 
examination had been found to be in possession of 
notes in the examination room during one.of the papers 
and that the Examination Committee had, after 
inquiry, disqualified this candidate and informed him 
that he would not be allowed to present himself for 
examination on any subsequent occasion. 


'The Society of Incorporated Accountants 
-~ November 1957 Examinations 


It was reported that the Society of Incorporated 
Accountants had, in accordance with the resolution of 
the Council of the Institute, conducted examinations 
in November 1957 and declared the results as follows: 


INTERMEDIATE 
Pass Fail Total 
291 378 669 
FINAL 
Pass Fail Total 
Parts I and II together 8 20 28* 
Part I only .. 159 202 361 
Part II only .. 208 179 387 


* In addition, 12 candidates who sat for both parts passed 
in Part I only and 3 such candidates passed in Part II only. 


SOUTH AFRICAN SPECIAL FINAL 
Pass Fail Total 
3 5 8 


Associates Commencing to Practise 


The Council received notice that the following 

associates have commenced to practise: 

Ableson, Benjamin Joseph; A.C.A., 1954; 13 Dunstan Road, 
London, II. 

Adams, David Keith, B.coM.; A.C.A., 1954; (Bryce Hanmer 
& Co), 1/3 Stanley Street, Liverpool, A 

Alcock, John Stephen; A.C.A. 1951; (W. H. Jones & Co), 
Crane Building, Hanover Street, Liverpool, I. 

Alderslade, Hugh Vernon; A.C.A., 1954; 17 Bullescroft 
Road, Edgware, Middlesex. 


Beaver, John Anthony; A.C.A., 1956; (Beaver, Bowen & 
), Rawcliffe Chambers, 1 Hoghton Street, EE 
Bonsor, David William; ACA., Rd (S. 1955); (C. H. 


Ivens & Co), 1a4 North Street, R 


Brass, Ewart Birrell; A.C.A., 1952; (D. J. Brass, Scott & 
Co), 49 Queen Victoria Street, London, E 
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Cain, James Crookall; A.C.A, 1953; (W. H. Walker & SH 
P.O. Box 16, so Athol Street, Douglas, Isle of Man, an 
at Liverpool and London. 
e, Gerrard Hugh, M.A; A.C.A., 1953; (J. S. Streets ; 
E Co), Newland Chambers, Beaumont Fee, Linco 
Carpenter, Raymond Ernest George; A.C.A., 1952; (Polek 
& Carpenter), 6 Guildhall Chambers, Basinghall Street, 
London, ECa. 
Chandler, Anthony John; A.C.A., 19545 
Garton), Abford House, Wilton Road, London, SW1. 
Cooke, George Arthur; A.C.A., 1951; (*Francis S. Clark & 
Co), Barclays Bank Building, Alphington Street, Exeter, 
and at Newton Abbot arid T'eignmouth. : 


Drake, Derek Joseph; A.C.A., 1957; (D. J. Drake & Co), 
397 London Road, Mitcham, Surrey. 


Figov, Kenneth John; A.C.A., 1957; 44 Tyndale Mansions, 
Up: pper Street, London, Nr. l 
Fisher, Henry Lee; A.C.A., 1947; (Norton, Slade & Co), 
453 Salisbury House, London Wall, London, EC2. 

Fitton, Brian Kenyon; A.C.A., 1950; (Dearden, Gilliat & 
Co), (R. F. Miller & Co) and (Marshall Gibbon, & Co), 
Croxley House, 14 Lloyd Street, Albert Square, Man- 
chester, 2. 

Freedman, Maurice; A CA. 1957; (Freedman & Co), 4-6 
Hatton "Wall, London, EC:, and 614 Watford , Way, 
London, NW7. n 


Garrett, Dennis; A.C.A., 1948; (T T'urquand, Youn A Co), 
19 Coleman Street, London, EC2, and at Malta, G.C., and 
Tripoli. 

Gilliat, John Martyn, B.A, e A.C.A., 1954; (Dearden, 
Gilliat & Co), (R. F, Miller & Co), and (Marshall, Gibbon 
& Co), Croxley House, a Vi Street, Albert Square, 
Manchester, 2. l 

Gray, John Neville, B.COM., A.C.A., 1956; (Bloomer, 
Heaven & Co), Dilworth ' House, 190 Broad Street, 
Birmingham, 15. 

Gusterson, Ronald George; A.C.A., 1953; (C. H. Ivens & 
Co), 124 North Street, Rugby. 


Halliday, Ian Francis, M.A; A.C.A, 1955; (TArmitage & 
Norton), Station Street Buildings, Huddersfield. 

Hayman, Roger Derrick; A.C.A., 1928; Alexandra House, 
I Cross Street, Northam, Bideford, Devon. 

Hinchliffe, Ralph Eric; A.C.A., 1953; (Smith & Garton), 
23 John William Street, Huddersfield. 

Jones, George Barrett; A.C.A., 1958; (S. 1937); (Thornton 
& Thornton), Lloyds Bank Chambers, High Street, 
Evesham, Worcs; (for other towns see Thornton & 
Thornton). 

Joynt, Frank Gordon; A.C.A., 1956; 20 Rosebery Road, 

Stanwix, Carlisle. 


Kemp, Martin Lindley; A.C.A., 1955; (*Kemp & Beggs), 
ii Rumford Street, Liverpool, a. 

Kreditor, Gerald; À. C.A., 1955; (Gerald Kreditor & Co), 
4 Holder’s Hill "Crescent, Hendon, London, NW4. 


Lawton, Harry; A.C.A., 1948; (Dearden, Gilliat & Co), 
(R. F. Miller & Co), and (Marshall, Gibbon & Co), 
Croxley House, 14 Lloyd Street, Albert Square,- Man- 
chester, 2 


Lugg, David ccs SE — 1953; (Lodge & Winter), 19 
Lemon Street, 


artin, Smith & 







T against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or the other of the three Institutes of chartered account- 
ants in Great Britain and Ireland. 


* against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 


Firms not marked t or * are composed wholly of members 
of the Institute. 
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Saltergate, Chesterfie 

Morris, David Eric; A.C.A., 1948; High Wood, Bickerton, 
Malpas, Cheshire. 

Nunes Vaz, H A.C.A., 1956; (Bolton, pitt & 


enry Philip; 
SC 27 Clements. Lane, Lombard Street, London, 


Rafferty, John; A.C.A., 1956; 24 Kettlebrook Road, Tam- 
worth, Staffs. 

Ransom, Robert Stephen; A.C.A., 1957; (Macnair, Mason, 
Evans & Co), Capel House, 62 New Broad Street, 
London, EC2. 

Remnant, The Hon. James Wogan; A CA. 1955; (T George 
A. Touche & Co), Suffolk House, Laurence Pountney 
Hill, London, EC4, and at Birmingham. 

Rosling, Derek ‘Norman; A.C.A., 1955) (Smith & Garton), 
a3 John William Street, Huddersfield. 


Scholey, Geoffrey Michael; A.C.A., 1956; (Barnitt & 
Scholey), 69 Bardon Chambers, Street, Leeds, x. 
Shore, Cecil Michael; A.C.A., 1955; (Derbyshire. & Co), 

. Hanover House, 73 ] 8 High Holborn, London; WC1. 
Shothff, Raymond Harold; A.C.A, 1955; (Lambeth, 
Johnstone & Co), 160 Piccadilly, London, Wr, and at 
Cheltenham and Stroud. 

Sims, John, B.sc.((ECON.) A.C.A., 1948; (Fuller, Wise, 
Fisher & ig) 55/61 Moorgate, London, ECa. 

Spoor, Ro harlton; A.C.A., 1955; (J. C. Graham & 
Spoor), ger Cha House, 12 New Bridge Street, New- 
castle upon Tyne, 1. 

Stone, Philip Gordon; A.C.A., 1935; (J. S. Streeta & Co), 
Newland Chambers, Beaumont ee, Lincoln. 

Straus, Aaron; A.C.A., 1957; 30 Eastside Road, Golders 
Green, London, NWirr. 


Weaks, John Michael; A.C.A., 1952; (Thatcher & Payne), 
113 Walter Road, Swansea, and at Carmarthen. 


Election to Fellowship 


(a) Thirty-six applications from Associates for 
`~ election to fellowship under clause 6 of the supple- 
mental Charter (bye-law 31) were acceded to. 


(b) Four applications from Associates for election 
to fellowship under clauses 6 and 31 of the supple- 
mental Charter (bye-law 31) were acceded to. 


A list of those who complete their Fellowship before 
February 18th will appear in The reour tant of 
February 22nd, 1958. 
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Resignations 


The Council accepted the resignation from membership 
of the Institute of: ` 


Mr Frank Aubrey Burtenshaw, ¥.c.a., Worthing. 
js UA Pamrial Barbe de Pass, A.C.A., Connecticut, 
" iud Felgate Diper A.C.A., Rottingdean, Sussex. 
bell Willi iliam Haines, A.cta., Dallas, Texas. 
" Se Wylde Lean, F.C.A., Eastbourne. 
, Ernest Messenger, F, C.A., Marple, Cheshire. 
„» Frederick Rumsey, A.C.A., Petersham, Surrey. 
„ Herbert John Saunderson, A.C.A. , Hemel Hempstead: 
» John Shaw Wylie, A.C.A., Upwey, Dorset. 


Registration of Articles 
The Secretary reported the registration of articles of 
clerkship as follows: 


1958 
152 


1957 


January I24. 


Change of Name i : 


The Secretary reported that the following duci of 
name has been made in the Institute's records: 


Arnold Hillel to Arnold Paul Hill. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr d'Arcy Curzon Allen, F.c.a,, London. 
» James Robarta Briggs, A.C.A., Harpenden. 
» William Rosser Dwerryhouse, F.C.A., Pembroke Dock. 
» Hubert Edgar Foster, A.C.A., Purley. 
„» James Boyns Hague, A.C.4., London. 
», Gerald Brian Tames, B.COM., A.C.A, Coventry. 
» John Robert Kinnis, F.C.A., Cleethorpes. 
», Sidney George Mann, A.C.A, Birmingham. 
» Edward Morrett Matthews, a.c.a., Manchester, 
» Wilfred Adrian Monkhouse, a.c.a., Worthing. 
» Horace Helden Nixon, A.C.A., London. 
ji ri Alexander Elliot Paterson, F.c.a., Bridge of 
an. 
„» Allan Pickup, A.C.A., Aylesbury. 
» Charles Hyde Sykes, a.c.a., Abergele. 
» Norman Horace Vernon, A.C.A., Beaconsfield. 
», Horace Stephen Wildin, a.c.a., Liverpool. 
» James Smith Wilkes, M.B.E., A.C.A., Berkhamsted. 


FINDING AND DECISION OF THE APPEAL COMMITTEE - 


Finding and Decision of the Appeal Committee of the Council of ‘the Institute appointed pursuant to ` 
bye-law 106 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 
hearing held on February 4th, 1958. 


The Appeal Committee heard an appeal against the 
Decision of the Disciplinary Committee of the Council 
of the Institute upon a formal complaint preferred by 
the Investigation Committee of the Council to the 
Disciplinary Committee that a Fellow of the Institute 
had been guilty of an act or default discreditable to a 
member within the meaning of clause 21, sub-clause (3) 
of the supplernental Royal Charter in that he permitted 
and/or failed to take proper steps to prevent the 
attraction of undue publicity to himself in his capacity 
of a chartered accountant and to his firm by permitting 
and/or failing to take proper steps to prevent the 
publication in a booklet published by a SE society 


of a photograph of hirnself with a biographical note in 
which reference was made to his accountancy practice 
and to the name of his firm, well knowing that the 
booklet is distributed to all members of the building 
society and to others including agents of the society and 
solicitors and inquirers, so as to render himself liable 
to exclusion or suspension from membership of the 
Institute. The Appeal Committee, varying the Decision 
of the Disciplinary Committee, decided that the mem- 
ber be admonished and considered that there existed 
special circumstances justifying the omission of his 
name from the EE of the. Finding and 
Decision. 
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MEMBERS’ LIBRARY .-. | 
The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: . 


Britain and Europe: a study of the effects on British 
manufacturing industry of a free trade area and the 
common market. (Economist Intelligence Unit.) 1957. 
(E.I.U., 15s.) 

Business Forecasting in Practice: Principles and Cases; 
edited by A. G. Abramson and R. H. Mack. 1956. 
(Chapman & Hall, 527.) 

The Internal Finance of Industrial Undertakings; by T, G. 
Rose. Revised edition 1957. (Pitman, 27s 6d.) 
Minutes of Evidence taken before the Committee on 
Bankruptcy Law and Deeds of Arrangement Law 

Amendment. (Board of Trade, 4s 6d.) 1957. 

Morgan Automatic Computer: a medium-sized computer; 
by A. F. Watson. (1956.) (Morgan Crucible Co, from 
Society library.) 

Office and Works Catering; by J. G. New. 1957. (Business 
PubY cations, 18s.) 


Office Organization and Method; by G. Mills and O. 
Standingford. Second edition. 1958. (Pitman, 22s 6d.) 


Overseas Trade Corporations; by D. R. Stanford. 1958. 
(Sweet & Maxwell, 30s.) 

Proceedings of the 'Iribunal appointed to inquire into 
allegations that information about the raising of the Bank 

rate was apes disclosed, (Home Office.) 1958. 
(H.M.S.O., 40s.) 

Report of n "Tribunal psani to inquire into allegations 
of improper disclosure of information relating to the | 
raising o oF t the Bank rate: Cmnd. 350. (Home Gee 
1958. (H.M.S.O,, 2s.) 

Secretarial Practice. (Chartered Institute of TEETER 
Sixth edition (revised), 1957. (Heffer, 30s.) 


Standard Batch Control; by J. L. Burbidge. 1957. (Mac- 
donald & Evans, 355.) 


In Parliament 


£ Sterling: Value 


Mr P. NoEL-BAKER asked the Secretary to the Treasury 
what sum of money in 1919, 1924, 1929, 1939, 1949 
and 1954, respectively, had the purchasing power 
equivalent to £1 sterling in 1958. 

Mr MavnLING: 9s 9d, 7s 11d, 7s 6d, 7s 4d, 14s 2d, 
and 17s sd. These estimates are based on the Cost-of- 
Living Index between 1919 and 1938, the Consumer 
Price Index between 1938 and 1956, and the Index of 
Retail Prices since 1956. 

Hansard, Feb. 3rd, 1958. Written Answers. Col. 142. 


Capital Issues Committee: Applications 


Mr CHAPMAN asked the Chancellor of the Exchequer 
if he will give the quarterly totals of new issues 
approved by the Capital Issues Committee since 
March 1956; to what extent they show an increase 
since the crisis of mid-1957; and, in view of the in- 
structions to other financial institutions, what admoni- 
tion he is giving to this Committee about future policy. 

Mr Amory: As the reply involves a number of figures, 
I am, with permission, arranging to have these pub- 
lished in the Official Report. The figures show that the 
volume of approved applications for new projects was 
much the same in the second half of 1957 as in the 
first half. As my predecessor said in the House on 
October 29th, 1957, the Capital Issues Committee has 
been asked to intensify its critical attitude to applica- 
tions to borrow; and the Committee is acting accord- 
ingly. 

Mr CuaPMaN; Whatever the approvals were, is it 
not the case that the Capital Issues Committee is now 
finding it increasingly difficult to resist pressure for 
new issues in the national interest? If that is so, is it 
not time--as ours is not a very high investment 
economy —for us now to begin to make room for 
increased investment, both public and private? _ 

Mr Amory: As far as I know, the Capital Issues 
Committee is doing its work very effectively, but if the 


hon. Member has any information to the contrary, I 
shall be glad to look into it. 
Following are the figures: 

Total value of new projects in respect of which applica- 
tions to the Capital Issues Committee have been approved 
since March 1956: 


£ million 
znd Quarter, 1956 287°5 
3rd Quarter, 1956 251°6 
4th Quarter, 1956 327°0 
Ist Quarter, 1957 447°7 
and Quarter, 1957 294°6 
3rd Quarter, 1957 380°0 


4th Quarter, 1957 M " » 351'0 . 


Note. — The above figures incide RESCH for issues 
by Governments other than the United Kingdom Govern- 
ment and by local authorities, as well as by public utilities, 
institutions, companies and private individuals. The figures 
exclude applications for issues which do not involve raising 
new money. 


Hansard, Feb. 4th, 1958. Oral Answers. Col. 968. 


National Income and Wages 


Mr Grsson asked the Chancellor of the Exchequer 
what was the total national income for the years 1951 
and 1956; and what was the percentage of total 
wages to that figure in those years. 

Mr Smon: £11,637 million and £16,465 million 
respectively. Wages and salaries (which include the 
pay of many directly comparable to wage earners, e.g. 
clerical workers, as well as managers) together repre- 
sented 66°1 per cent of the national income in 1951 
and 67:4 per cent in 1956. For wages alone the propor- 
tions were 43:9 per cent and 44:8 per cent respectively. 


Hansard, Feb. 6th, 1958. Written Answers. Col. 201. 


Nationalized Industries: Finance 


Col. LANCASTER asked the Chancellor of the Exchequer. 
what provision he proposes to make for meeting the 
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capital requirements of the nationalized industries after 
March 31st, 1958, when the powers to make Exchequer 
advances expire. 

Mr Mavpiina: The Government propose shortly 
to introduce a Bill allowing the present powers to be 
exercised until the end of August, but only within the 
lunit of money already authorized. This will give time 


, to consider the future of this method of financing these 


industries in the context of the Government's general 


| policies, and to include any necessary provisions in the 


Finance Bill. 
Hansard, Feb. 5th, 1958. Written Answers. Col. 189. 
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Work Study Methods 


Mr Perron asked. the Minister of Labour if, in view of 
the need to increase efficiency and reduce costs, he will 
encourage firms which have not already done so to 
make full use of method and work study. 

Mr Iar Mac sop: I attach much importance to the 
application of work study in undestakings of all kinda. 
Firms are encouraged by my own and other depart- 
ments, to make full use of work study methods in the 
promotion of which the British Productivity Council 
also is actively engaged. 

Hansard, Feb. 5th, 1958. Written Answers. Col. 177. 


Notes and Notices 


PERSONAL 


Messrs DER PAULA, TURNER, LAKE & Co, Chartered 
Accountants, of 17 Coleman Street, London, Ca, 
announce that they have admitted into partnership 
Mrs N. L. KEW, A.C.A., who has been associated with 
them for a number of years. The name of the firm will 
remain unchanged. 

Messrs Peat, MARWICK, MITCHELL & Co announce 
that Mr M. J. Hocc, A.C.A., has been admitted as a 
partner of their Lusaka office. 

Messrs Moores, Carson & Watson, Chartered 
Accountants, of 209 West George Street, Glasgow, C2, 
announce that as from February rst, 1958, they have 
assumed as a partner, Mr GORDON ALEXANDER 
ANDERSON, C.A., who received his training in their 
office. Mr ANDERSON will be resident in Glasgow. 

Messrs WALL & TANFIELD and Fox & Co, Chart- 


` ered Accountants, announce that as from Monday, 


February roth, 1958, the address of their Birmingham 
office has been changed to 4 Vicarage Road, 
Edgbaston, Birmingham, 15. Telephone: Edgbaston 
5801-2. 

Messrs SHARP, Parsons & Co, Chartered Account- 
ants, of 120 Colmore Row, Birmingham, 5; announce 
with regret the death of Mr Epwanp BOSLEY, F.C.A., 
on February 4th, in his eighty-seventh year. Mr 
BosLEY was admitted an Associate of the Institute 
in 1903, and was elected to Fellowship in 1909. 
After serving his articles with the firm he became a 
partner in I905 and was senior partner from 1929 
until his retirement at the end of 1953. 

Messrs Rosson, Morrow & Co, of 59 New Caven- 
dish Street, London, W1, announce that they have 
entered into partnership with Messrs EDWIN V. NIXON 
& PARTNERS (AUSTRALIA), under the name of Rosson, 
Morrow, Nrxon & Co. The purpose of the partnership 
is to give specialist advice on industrial and commercial 
finance, costing, management and production prob- 
lems. The practice will be carried on from 401 Collins 
Street, Melbourne, 133 Pitt Street, Sydney, 239 Queen 
Street, Brisbane, 61 Gawler Place, Adelaide, and 8 
‘The Esplanade, Perth. 


_ PROFESSIONAL NOTE 


Mr G. C. Gladstone, M.A., A.C.A., has been appointed 
ne of. Wolverhampton and Dudley Peones 


Mr Herbert Edward Hill, F.c.A., has been appointed 
a director of Associated Commercial Vehicles Ltd as 
from February 11th, 1958, and at the same time has 
resigned from Park Royal Vehicles Ltd, a subsidiary 
company of Associated Commercial Vehicles Ltd. 

Mr Angus H. Campbell, c.a., divisional accountant 
of the North West, Merseyside and North Wales 
Division of the Central Electricity Generating Board 
since April 1954, has been appointed deputy chief 
financial officer of the Board. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


At a meeting of the London and District Society of 
Chartered Accountants, to be held next Tuesday at 
6 p.m. in the Hall of the Chartered Insurance Institute, 
20 Aldermanbury, EC2, Mr R. G. Middleton, Solicitor, 
will speak on *Latest developments in bids and deals'. 


CENTRAL LONDON DISCUSSION GROUP 


The next meeting of the Central London Discussion 
Group of the London and District Society of Char- 
tered Accountants will be held next Wednesday, 
February 19th at The Lamb and Flag, 33 Rose Street 
(off Garrick Street), Covent Garden, WC2, at 6 p.m. 
for 6.30 p.m. Mr R. G. Howard, of the Westminster 
Fire Office, will be a guest of the group and will 
introduce a discussion on ‘Loss of profits insurance’. 


SOUTHEND CHARTERED 
ACCOUNTANTS’ GROUP 


The first meeting of the year of the Southend Char- 
tered Accountants’ Group was held at Garons Restaur- 
ant, High Street, Southend, on January 23rd when 
Mr Richard E. Barnett, F.c.a., chairman of the 
Group, presided at a dinner attended by twenty 
members. 

The meeting was the first to be held since the scheme 
of integration became effective and was attended by 
the local former members of The Society of Incor- 
porated Accountants. Informal discussions on the 
local consequences of integration took place during 
the meeting. 


INSTITUTE OF ACTUARIES 


Mr F. M. Redington, M.A., has been elected President 
of the Institute of Actuaries in succession to Mr C. F. 
Wood, whose term of office will expire on June 16th. 
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MANAGEMENT. ACCOUNTING 
CONFERENCE AT CHESTER 


The Liverpool Society of Chartered' Accountants, in 
co-operation with the Merseyside Productivity Associa- 


tion, held a residential conference on management 


accounting at The Blossoms Hotel, Chester, last 
week-end. The comference was attended by over a 
hundred representatives including a substantial number 
of business executives who were not themselves 
accountants. 

An address of welcome was given by Sir Geoffrey 
Summers, Bart, C.B.E., and the chair throughout 
the conference was takén by Mr Cecil C. Taylor, F.c.a., 
President of the Liverpool Society. Sir Geoffrey said 
that he was most encouraged to see so many account- 
ants and executives meeting together to discuss their 
mutual problems, because he felt that this was just the 
sort of liaison which would serve to bring to the 
forefront the various ways in which industrialists and 
their accounting advisers could work together to 
improve efficiency. 

A number of interesting papers were presented to 
which we hope to return in our next issue. 


PROGRAMMING COMPUTERS 


A course of three lectures on methods of establishing 
computer programs in the field of business ad- 
ministration and statistics is being given by Professor 
J. Englefriet, Professor of Actuarial Science of Life 
Insurance, University of Amsterdam, at the London 
School of Economics, Houghton Street, London, WC3, 
on February 14th, 17th and 21st. 

The first lecture will consider the concept of 
programming, coding systems and the introduction of 
a pseudo-code elementary concept of automatic 
programming; the second will consider a more extended 
concept of automatic programming and the need of 
general programs; at the final lecture there will be a 
discussion of shortened notation of programs and a 
(simplified) compiler for programs of the type 
discussed in the given examples. 

Admission will be free and without ticket and the 
lectures will commence at 5 p.m. 


KENT COUNTY COUNCIL O. & M. 
EXHIBITION 


A small exhibition explaining the activities of the 
organization and methods unit in the Kent County 
Council's administration will be held at the County 
Hall, Maidstone, Kent, from February 20th to 
March rst. Visitors will be shown something of the 
ideas which have produced a saving in administration 
of about £48,000 a year. They will also see punched- 
card accounting in progress and be given a demonstra- 
tion of the county council's recently installed 
electronic calculator. 

In the Kent county administration, the first 
O. and M. advisory service available for all the county 
departments was started in 1950, but the county 
council's finance department had had its own O. and 
M. section since 1947. 

The exhibition will be open to the public from 
9 a.m. to 5.30 p.m. on Monday to Friday and from 
9.30. a.m. to 12.30 p.m. on Saturdays. 
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I.C.W.A. COURSES ON ELECTRONICS 


"T'he first of three courses on electronics.to be arranged 


by The Institute of Cost and Works Accountants is 
being held Wednesday, Thursday and Friday, at Netley 
House, Gomshall, Surrey. The aim of each of the 
three courses is to introduce cost accountants to the 
techniques of electronic data processing. _ 

The programme of the first course will consist of 
three lectures to be followed by discussion in groups, 
in addition to the discussion in open session. The 
subjects and their speakers will be: i 

‘What a computer is and what it can do’, by Mr 
F. C. Jenkins, of Leo Computers Ltd. 

‘A survey of installation and administration prob- 
lems’, by Mr D. B. Owles, LL.B., F.C.W.A., A.C.1.8., of 
I.B.M. United Kingdom Ltd. 

‘A practical example - wages application’, is Mr 
W. E. Stanley, a.c.w.a., of the Ford Motor Co Ltd. 

Two further courses, one at Westham House, 
Barford, near Warwick, and another at Hulme Hall, 
Manchester, will be held from March r4th-r6th and 
March 28th-3oth respectively. 


MANCHESTER STUDENTS' 
SEVENTY-FIFTH ANNIVERSARY 


This year the Manchester Chartered Accountants’ 
Students' Society celebrates its seventy-fifth annivers- 
ary, and on Thursday, March 6th, a dinner is to be 
held at The Midland Hotel, Manchester. 

Mr W. H. Lawson, C.B.E., B.A., F.C.A., President 
of the Institute, and Mr A S. MacIver, M.C., BA. 
Secretary of the Institute, will be attending, and 
Mr Lawson will respond to the toast of “The Institute 
of Chartered Accountants in England and Wales’ 


Manchester. 


THE. CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday: Visit to Ford motor works (limited number), 

5.15 p.m., at Incorporated Accountants’ Hall: Introduc- 
tory course lecture on ‘The fundamentals of auditing’, 
by Mr F. R. Porter, F.C.A., A.C.W.A. 

5.30 30 p. m., at Luton: Lecture on "Theory of amal pens 

reconstructions' ; by Mr K. S. Carmichae We 

Tuesday: Visit to Lloyds Bank (limited number). 

5.15 p.m., at Incorporated Accountants’ Hall: Introduc- 
tory course lectures: (1) "I'he basic principles of double 
entry and accounting systems’, by Mr R. J. Carter, 
B.COM., F.C.A., Secretary of the Students' Society; and 
(2) "Ihe law and its branches’, by Mr P. W. Medd, 

arrister-at-Law. 

Wednesday, 5.30 p.m., at the Institute: Practice debate 
with commentary by Miss H. M. Taylor, on the 
motion ‘Dangerous sports should be discouraged’. 

Thursday, 7.30 p.m., at Westcliff: Lecture on a Saadud 
costing and management accounting, by Mr an 
Kennedy Melling, A.C.A., A.T.L1., F.R.ECON.S. 

Friday, 5.30 p.m., at the Chartered Insurance Hall, 
20 Aldermanbury, EC2: Lecture on ‘Do it yourself ~ 
with machines’, by Mr J. D. Green, F.c.a. Chairman: 
Mr A. W. Sarson, F.C.A. 

7 p.m., at Chelmsford: Lecture on ‘Maintenance claims 
and P.A.Y.E', by Mr H. W. May, B.A., F.C.A. 
At Birmingham: ‘Joint debate with the. ‘Birmingham 
Chartered Accountant Students’ Society.. 

Saturday: Badmigton v. Regent Street Polytechnic. - 


en aita a e E 


- which is to be proposed by the Lord Mayor of 
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THE INSTITUTE OF 


COST AND WORKS ACCOUNTANTS 


Results of Examinations held in December 1957 


Abel, R., London. 


Bartlett, A. F., Stroud, Glos. 
Bedford, D. H., Ruislip, Middx. 
Billson, N. G., Belmont, Surroy. 
, Bowker, C., Rochdale. 

Brown, J., Hamilton, Lanarks. 


PARTS A & B 
First Place (S. Laurence Gill Prize): 
Gay, John Thomas Edward, Sevenoaks. 


Cave, M. F., London. 

George, N. J., London. 
Harris, J., Tyldesley, Lancs. 
Kunert, H., London. 

Mahony, D. T., Johannesburg. 


_FINAL EXAMINATION 


Payne, C., Cheater. 
Scull, R. P., Derby. 
Twomey, J., Hornchurch. 


Whyte, A. M., Liverpool. 
E e GH. Stone, S GAS 
Wood, C 


130 candidates sat, Of these, 18 candidates (as listed above) passed Parts A and B; 24 candidates passed Part A only, 16 candidates 
passed Part B only. 72 candidates failed to secure any pass. 


| Aldridge, G. Be Job N. Rhodesia. 


Appleyard, J., 
Armatrong, J. GH Bradford. 


Bagg, G. M., Greenford, Middx. 
Buley, A. R., London. 
mm C. A., Wetherby, Yorks. 


H., Reading. 
Gees D. W. E., Stockton-on-Tees, 
Bod P. id >., Swansea, 


urnley. 
Burnett, Ts Kee 


| Carradine, D., Halesowen, Worcs. 
| Clayton, A Stockport. 
., Durban. 
reston. 
| Commaille, A., Port Elizabeth. 
| Crowe, G. P. Chelmsford. 


Davies, P. J., London. 

Dent, im Loughborough. 

Dickson, W. M., Aberdeen. 
Dimond, R. J., Weston-super-Mare. 
Dobbie, W., Dundee. 

Dyke, L., Nottingham. 


Edgar, R. G., Hull. 
Fagan, P., Clonskeagh, Co. Dublin. 


Ford, J. E., London. 
. Fretwell, B., London. 


PART A (COMPLETING FINAL) 


Garmston, R. A., Bristol. 
Garnett, D. I., ; Stretford, Manchester. 


Gass, C. M. 
Graham, P. ie Chester, 


Hatfield, H. 


., Stoke-on-Trent. 
Rochdale. 


Howard, G., 
Jones, R. J., Spondon, Derby. 


| Kelley, D. W., Nottingham. 
Kinnaird, 


. R., Wakefield. 
Kirk, D. A. Johannesburg. 
Kirkw . N., Belfast. 
Knight, A. , Bristol, 


Lamb, R., Newcastle upon Tyne. 
Lygo, D. G., Ruislip, Middx. 


McDonnell, M. A., Birkenhead. 


MacEwan, ] . G., ring d 
Maro C. 'Mc., owrah, India. 
., Colwyn Bay. 


Maggs, J. B 


Mainwaring, T. H., London. 
Martin, G. J., le Gar Baa, 
Martin, J., Crook, Co. Dur 
Meaton, A. d Horl Surrey. 
~ Miller, 1 Me ., Hor rley, Surrey. 
Millman, J. S., Bristol. 
Moore, ent Wooton, Cheshire. 
organ, Birmingham. 
^p. F. F. "Halesowen, Worcs: 


Morris, R 
Mound W. R., London. 


Nisbet, i Ya Edinburgh. 
“Overton, R. D. R, Niehe, 


Page, D. W., Donjon df . 
Parker, A., Blackburn. : S 


Kéi d E. O. 

Phillips, D Ne 

Pickles, W. A'R Hull 

Podger, F. H. G; Birmingham. 

Rea, R., Halifax. 

Richardson, G. H., Maidstone. 
Robertson, C. G., Rossburgh, S. Africe.. 
Rose, J. G., Edgbaston, DEM 8 
“Ruggier, E., Durban. 


Shak M., T 
Shah, G. M., Daudkhel, W. Polis o 
Smith, A. P., Aylesbury. 
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VALUERS AND ASSESSORS. . 


OF WORKS, FACTORIES, PLANT. & MACHINERY, Etc. 


: -œ 


Telephone: Victoria 2002 (3 fines) | 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 
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Smith, F. L. S Chichester. Ton R., Coventry. '  Walberer, T. G., Letaba, S. Africa. 
Snook, G. F. W., Southampton. B. M., Brakpan, S. Africa. Walker, C. Ja; Newcastle upon Tyne. 
Southern, .C. Woking. Wann, J. K., Bla 

Stephenson, AW. Timperley, Cheshire. Van Der Merwe, D. B. Vereeniging, Wicker, D. À., Roc dale. 

Stevens, R. A oronto. S. Africa. Williams, D. A. Cheltenham. 
Stokes, Beaconsfield, Bucks, Van Der Merwe, P. J., Germiston, S. Williams, + Cheam, Surrey. 
Sturrock, D SEN Worcs. . . Africa. Wilson, irmingham. 
Swart; A. M., Hull. Visvanathan, K., Jamshedpur, India. Woolman, P. NONE S Stafford. 


460 candidates sat. Of these, 105 candidates (as listed above) passed; 355 candidates failed. 


PART B (COMPLETING FINAL) 


Adams, R. W., Edinburgh. Kay, G., Ve GETT SE C. p Ru Itane: 
; y, G. L., ; 
Barker, D. E., Portemouth. f Kett, P. G., London. Spivey, A. A., Salisbury, S. Rhodesia. 
Birkett, N. Stockton- on- Leen, . Khan, A. A., London. Stolper, C., J ohannesburg. 
Buck, EA Stanwell, Middx. Sundararaman, M. I., Madras. 
: Matthews, P..A., Potters Bar, Middx. 
Dimmock, K. W., Aylesbury. Moxon, H.F ., Preston. Tansey, L., Nelson, Lancs. 
Northon, W. G., Goole, Yorks | Ie Ee 
: : orthon, YY. Les, Gooie, Yorxs. ratt, izhopton, s. 
EE Perkins, H. Wy Leeds Ee 
` er ; si urner, K. rt. 
Garner, J., Walsall, Piper, A. G., Birmingham. 
Place, A., Huddersfield. Wakefield, G., Liv L 
Hall, H. W., GE Derbyshire. Warner, C. E., Sandbach, Cheshire. 
Harman, D. D. F. B illericay, Essex. Reid, R. I., Belfast. Wilkinson, H., Manchester. 
utsford, Cheshire. Woodward, D. B Coventry. 
Hyde E 'R., Dudley, Worcs. Schofield, A. D., Darwen, Lancs, Woolf, D. J., bailes , Lancs. | 


I02 candidates sat. Of these, 38 candidates (as listed above) passed; 64 candidates failed. 


Summary of Results 





GRADE FAILED 
Completing Intermediate | 
Examination | Part I only [Part A only|Part B onl Toran 
FINAL 
58 


Parts A and B ee e 
` Part A (Completing Final) 
Part B (Completing Final) 
Part A (only)... 5. HL 
Part B (only a 


INTERMEDIATE | | 

Parts I and HI ic e 93 
BnD ar aie wem os 
Puto x am do eec 


GRAND TOTALS... 573 407 





MOTOR — FIRE — CONSEQUENTIAL LOSS 


CAR & GENERAL ZU L? 


83 PALL MALL, LONDON, SE 
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Profits Tax Rates 


t AN increased profits tax ..., whatever may be said about 
A: generally, has a special justification in these days of 

cheap money.’ These were the words of Mr Hucu 
DALTON, the then Chancellor of the Exchequer, when he intro- 
duced his Budget for 1947-48. The Bank rate was 24 per cent 
and the top rate of profits tax was 124 per cent, which meant an 
effective rate of only 7 per cent after income tax was allowed on 


_it. At the present time the Bank rate is 7 per cent and the top 


rate of profits tax is 30 per cent — net. Clearly in these ten years 
or so, trade and industry have been conditioned to an impost 
whose savageness has been concealed by the comparative gradual- 
ness of its growth. 

It was on the same occasion, in 1947, that Mr DALTON intro- 
duced a differential rate of profits tax for distributed profit. The 
principal reason which he gave for this was an increase in the 
amount of ordinary dividends being paid. From this it might 
have been assumed that only increased distributions bore the 
discriminatory rate of tax. This, however, was not so. Preference 
dividends on shares issued half a century ago attract the higher 
rate, equally with the highest dividends on newly-issued ordinary 
shares. It is a serious matter for a company to pass its preference 
dividend and, of course, the dividend is always paid except where 
quite impracticable. The resultant increase in profits tax liability 
is not, however, borne by the preference shareholder, it 1s borne 
by the equity shareholder who may have to forgo his own 
dividend in consequence. 


Over the ten years, companies have been driven more and more 
to raising capital in the form of debentures or unsecured loans, 
the interest on which does not attract the higher profits tax, 
except in very special cases. Everyone concerned with company 
law knows that the distinction between loan capital and preference 
shares can be very thin indeed — so thin in some cases as to be 
merely notional. 

Increased dividends are attacked as being inflationary and as 
preventing a company from 'ploughing back' profits into the 
business. The underlying assumption that dividends are neces- 
sarily squandered on luxuries cannot be universally true: many 
people depend on their dividends for the payment of such things 
as life assurance premiums, school fees, or even rent. On the other 
hand, profits 'retained' by a company are by no means necessarily 
used for productive purposes, even if it is assumed that all ex- 
tensions in every company's activities are necessarily a good thing. - 


. Some companies are unable to expand or develop further, in which 
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case it is surely better to distribute the income 
to people who can put it to better use. 

When he introduced this two-tier profits tax 
structure, MR DALTON also abolished profits tax 
altogether in so far as it affected profits earned by 
individuals trading alone or in partnership, 
adding “This is fair, I consider, because the 
profits of individuals and partnerships are liable 
to surtax as well as income tax, buf surtax does 
not fall on the undistributed profits of a company.’ 
(The italics are ours.) Until last year there was 
the CHANCELLOR's ‘umbrella’ which protected a 
trading company frem surtax direction, but now 
that the ‘umbrella’ has been taken away, a great 
many trading companies find themselves on the 
horns of a dilemma. If they distribute, their 
reserves are sadly depleted by a savage surcharge 
for profits tax. If they do not distribute, they may 
attract an even more penal surtax direction. 

Such an illogical tax system could only rest on 
misplaced emotion. But not only is the logical 
basis of the system faulty, the lack of logic 
shows through the legislative provisions which 
impose it. They are extremely complicated and 
confusing, and the frequent litigation to which 
they give rise is constantly revealing chinks and 
flaws of quite surprising magnitude. Over and 
over again gaps in the structure have had to be 
hastily closed by drastic patchworking which has 
in its turn produced even more anomalies. 

Of course, no tax on the profits of companies 
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distributed profits. The relevant legislation, 
which is so involved as to be hardly compre- 
hensible, provides for a complicated accounting 
system under which rewards and punishments 
are allotted to the shareholders to the third and 
fourth generation. If a company has “enjoyed’ 
non-distribution ‘relief’, then, whenever the pro- 
fits in question are distributed, the company will 
suffer a distribution charge even though the body 
of shareholders may have changed several times. | 

It is, in fact, impossible for a company 
distribute all its profits if it has no other resources 
from which to meet the income tax and profits | 
tax. Most companies, therefore, willynilly are| 
granted non-distribution relief, even though they | 
are quite unable to plough back any profits at all. | 
Thus, whether they like it or not they are 
steadily building up a potential distribution 
charge. By the end of 1950-51, the aggregate 
amount of profits which had borne only the lower 
rate of profits tax was a little over £5,000 million. 
By March 1957 another £8,000 million had: 
been added to this figure. As a result, companies: 
whose useful life has finished are afraid to wind 
up. Expert minds and considerable ingenuity | 
are devoted to devising means of circumventing 
the distribution charge provisions, and the con- 
sequent anti-avoidance legislation is so searching 
and so onerous that perfectly legitimate trans- | 
actions are inhibited. It is noteworthy that in the 
new sphere of overseas trade corporations, once 





in the present highly-organized system of society 
can be other than complicated. But profits tax 
simply takes over the already complicated income 
tax principles for arriving at profit, and the 


one of these corporations has qualified for profits 
tax exemption, subsequent distributions of the 
exempted profits wil not attract profits tax, | 
whatever income tax they may attract. There is, 


specific profits tax provisions are largely con- 
-cerned with mere modifications of those princi- 
ples. Viewed in this light, profits tax legislation is 
infinitely too complicated. 

All the above strictures would be equally valid 
if there were no system — if it can be called a 
system — of distribution charges. It is when the 
effect of these is considered that the case against 
a two-tier profits tax system becomes quite 
unanswerable, bearing in mind the very high 
rates now obtaining, and the bewildering number 
of different rates which have been imposed since 
1947. Every pound of profit made by companies 
since 1946, and on which they have paid only 
the lower rate of profits tax, is subject to a 
potential charge to the additional rate imposed on 


therefore, still a possibility that the legislature may 
be weaned from the desire for distribution charges. 

The representatives of industry have made it 
perfectly clear that they are prepared to accept 
a much higher flat rate of profits tax than the 
present rate on undistributed profits. Rates of 10 
per cent and 7$ per cent are freely put forward 
as alternatives to the present undistributed rate 
of 3 per cent. The Royal Commission on Taxa- 
tion itself advocated a flat rate, after close 
examinations of similar suggestions of many res- 
ponsible bodies, including The Institute of 
Chartered Accountants in England and Wales. 
It is now for Mr HzaTHCOAT Amory to yield 
to this pressure or explain why the present 
anomalies must be retained. 
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Surtax on Controlled Companies 


After the Withdrawal of the Chancellor's ‘Umbrella’ 
by MAX ENGLARD, B.A., LL.B. 


former Chancellor of the Exchequer, Mr 
Peter Thorneycroft, announced in a 
written reply to a parliamentary question,? the 
withdrawal of his predecessor’s ‘umbrella’ for 


( VER half a year has now passed since the 


‘controlled’ trading companies against surtax.. 


directions under Section 245, Income Tax Act, 
1952. This measure is on the face of it difficult 
to reconcile with the professed aim of the 
Government to combat inflation. Be this as it 
rnay, accountants and other professional advisers 
are more concerned with tbe application of the 
new policy than with its political and economic 
implications. 

The scope of this article is to examine some 
of the provisions and decided cases bearing on 
company surtax which may point a way to miti- 
gating the effect of the new policy as well as to 
discuss some practical points arising out of the 
new situation. 

It will be appreciated that the structure of 
‘controlled’ companies ~ being to a large extent 
` family concerns — varies from case to case, as do 
the problems involved. Each case has to be con- 
sidered on its own merits taking into account 
the circumstances of the individual members, 
the activities and scope of the company concerned, 
and many other factors. 


Scope of Section 245 


The scope of Section 245 of the Act is wider 
than is sometimes realized. It affects not only 
companies that are actually controlled by five or 
fewer persons, but also those which, e.g. by 
some clause in their memorandum or articles of 
association or by some special rights attached to 
a certain class of shareholders, are capable of 
being controlled by not more than five persons. 
The term ‘control’ is given its ordinary meaning, 
but near relatives, partners, nominor and nominee 
or beneficiaries under a trust count as a single 
person (Section 256 of the Act). 

There are two particular sets of circumstances 
laid down in Section 256 of the Act under which 
a company is deemed to be ‘controlled’: 

(i) Capital. If any five or fewer persons hold or are 


1 See The Accountant, August 10th, 1957, page 151. 


entitled to acquire more than 50 per cent of the 
share capital of the company; or 

(it) Income. If five or fewer persons are or would be 
entitled to more than half of the income of the 
company. 


Companies not within Section 245 


There are provisions taking certain companies 
outside the operation of Section 245 of the Act, 
though they are controlled by five or fewer 
persons, Viz.: 

(a) A subsidiary company of a non-controlled com- 
pany resident in the United Kingdom. In this 
connection subsidiary denotes control of over 
zo per cent of the rights enumerated above by 
the parent company (or companies) (Section 
256 (4) of the Act); and 

(b) A company in which the public is substantially 
interested, i.e. where equity shares entitling the 
holders to at least 25 per cent of the voting 

` powers are held beneficially by the public, and 
are quoted and have been dealt in on a recog- 
nized stock exchange in the United Kingdom 
(Section 256 (5) of the Act). 

It appears from the decision in Totem Steam 
Navigation Co Lid v. C.I.R. (20 A.T.C. 137; 
24 T.C. 57) that any relative of a controlling ` 
member other than husband and wife, brothers 
and sisters, and lineal descendants is deemed to 
be a member of the public for the purposes of 
this part of the section. 

In some cases, where a close connection or 
some working arrangement with a non-controlled 
company already exists, it may prove possible to 
transform a controled company into a non- 
controlled company by allocating shares (or 
additional shares) to the non-controlled company, 
so as to make the company a subsidiary of the 
latter. In other cases the same result may be 
achieved by seeking a stock exchange quotation 
and placing a sufficient number of shares with 
the public, which may include distant relatives 
of the controlling members. 

A reorganization of a company in this manner, 
or in some cases a reorganization of the capital 
structure, offers a permanent solution, but in the 
main is only feasible in cases of larger or old- 
established companies. 


216 


Reasonable Distribution 


In smaller family concerns which remain within 
the Act, a less drastic solution has to be sought. 
In such cases the questions, (a) What is a distri- 
bution? and (b), What is a reasonable distribution 
to afford protection against a surtax direction? 
will require close attention. 

The answer to the first question is fairly 
straightforward. Only those distributions of profits 
which constitute income for surtax purposes in 
the hands of the recipient member are taken 
into account in determining whether the com- 
pany has made a reasonable distribution. 

In answering the second question, regard must 
be had (i) to the current requirements of the 
company's business, and (ii) to such other 
requirements as may be necessary or advisable 
for the maintenance and development of that 
business (Section 246 (1) of the Act). These 
tests were reiterated in Mr Thorneycroft’s reply 
of last August. | 

What in a particular case constitutes a reason- 
able distribution is largely a question of fact. The 
need for development or extension of plant or 
premises, renewal of depreciating assets, the 
need for working capital or liquid funds to meet 
competition or for the building up of stock may, 
in certain cases, justify the retention of a sub- 
stantial proportion of the profits. The Inspector 
of 'l'axes, if asked, will usually give an indication 
what in his view the Special Commissioners will 
regard as a reasonable distribution in a particular 
case. 


Expenditure Disregarded 


Certain commitments, however, are specifically 
excluded and are deemed to be available for dis- 
tribution. These are indicated in Section 246 (2) 
of the Act and relate mainly to expenditure in- 
curred in acquiring the business or its initial 
or main assets, or the redemption or repayment 
of share or loan capital issued for that purpose or 
issued otherwise than for adequate consideration 
or any amount expended in pursuance of any 
artificial or fictitious transaction. 

Similarly, a clause in the articles of association 
of the company not to distribute any of its profits 
until a mortgage has been discharged (Colville 
Estates Ltd v. CIR. (9 A.T.C. 233; 15 T.C. 
495), or a contractual obligation by a vendor 
company not to distribute any profits accruing 
after an agreed date (White’s (John) Trust Ltd 
(tn liquidation) v. CIR. (16 ATC 183; 21 
T.C. 391), does not prevent the profits from 
being deemed to be available for distribution. 
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Profits and Directors’ Fees 


In many ‘controlled’ companies and particularly 
in the ‘one-man’ company and family business, 
the directors or other officers of the company 
who considered themselves virtually owners of 
the business have in the past drawn no remunera- 
tion or perhaps only nominal remuneration. ‘The 
result of this was that the profits were inflated. 
This did not matter very much as long as they 
could shelter behind the Chancellor's ‘umbrella’. 
Now, however, the position is different; accounts 
presented on the old basis might attract a surtax 
direction, but directors’ fees or salaries would 
reduce the profits available for distribution. 

In many cases it will be found that if a proper 
remuneration is drawn, a relatively small dis- 
tribution of profits by way of dividends may 
suffice to save a company from a surtax direction. 


In addition, the remuneration will be earned | 


income in the hands of the directors, who will 
be entitled to earned income relief in respect of 
it-a worth-while consideration now that the 
limits of this relief have been considerably 
raised. This will also mean a saving of income 
tax and profits tax for the company. 

But a word of caution is perhaps required. 
The fees voted must be reasonable and bear 
relation to the work and time devoted by the 
directors to the affairs of the company. Account 
must also be taken of the activities and size of 
the business: any fictitious or highly-inflated 
salary figure may be disallowed under Section 
137 (a) of the Act as not being ‘wholly and ex- 
clusively’ laid out for the purposes of the trade. 
Here again it may be advisable to get some 
guidance from the Inspector of Taxes as to 
what figure he would allow as reasonable. 

In the case of ‘director-controlled’ companies 
the limits (laid down in paragraph rir of the 
Fourth Schedule to the Finance Act, 1937, as 
later amended) for directors. remuneration in 
respect of profits tax must be borne in mind. 


Surtax Clearance 


To remove any uncertainty, procedure is pro- 
vided under Section 252 of the Act whereby the 
taxpayer can compel the Special Commissioners 
to decide, within a fixed time, whether they are 
going to issue a surtax direction for a given 
accounting period (or periods). If they do not do 
so within the prescribed time, their power to 
do so at a later date lapses. Although accountants 
are usually reluctant — and in many cases quite 
understandably so — to draw the attention of the 
e 
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Special Commissioners to the affairs of the com- 
pany, in certain circumstances this is a very 
useful procedure, particularly where there is in 
contemplation a capital reconstruction, a liquida- 
tion, a sale or amalgamation of the business, or 
a substantial change in the shareholding. In such 
cases the history and affairs of the company aré 
likely to be scrutinized by the Inland Revenue 
in any event, and an application for surtax 
clearance before any step is taken by the com- 
pany will very often clarify the position and 
place the company in a much better position to 
decide on any such steps. 

Where no application for surtax clearance has 
been made, it is usual for a prospective purchaser 
to ask for an indemnity clause against any surtax 
or similar liability that may arise to be inserted 
in the contract for sale.  . 

Another useful protection for the taxpayer is 
afforded by Section 251 of the Act. This entitles 
the directors of a company who have been asked 
for information prior to issuing a direction or 
against whose company a surtax direction has 
been made, to make a statutory declaration that 
there has not been and will not be any avoidance 
of surtax by withholding a reasonable distribu- 
tion to members. This should be supported by a 
statement of facts and circumstances. If this is 


accepted the surtax direction is dropped. If it is, 


not accepted, the statement of the directors and — 
if the Commissioners of Inland Revenue elect 
to do so—a counter-statement by the latter are 


submitted to the Board of Referees for a naal 
decision. 


Consequences of a Direction 


So far, the conditions that have to be satisfied 
before making a surtax direction and some 
means of averting it, have been discussed. If a 
direction is in fact made, the whole of the profits 
of the company and not merely a reasonable part 
of them are deemed to be distributed amongst 
its members (Colville Estates Ltd v. C.I.R. (supra)) 
in accordance with the respective interests of the 
members. An apportionment can be made to 
trustees, who are shareholders (Penang & General 
Investment Trust Ltd and Ramsden v. C.I.R., 
Roomood Investments Ltd 9. CIR. (22 ATC 
294; 25 T.C. 219) or to the beneficiaries (Alexander 
Drew & Sons Lid v. CAR. (11 A-.T.C. 294; 
i7 T.C. 140). If made to trustees, the apportion- 
ment may be followed up by an assessment on 
, the beneficiaries. 

An interesting position : might arise where 
shares of a controlled company are settled on a 
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discretionary trust comprising a number of 
beneficiaries, some or the majority’ of whom 
are not liable to surtax. Some of the cases show 
a great deal of ingenuity on the part of the tax- 
payer, but also the need to tread with the utmost 
care. > 

Surtax is only payable once. Where a direction 
has been made and surtax charged, the profits 
subject to the direction are exempt from further 
surtax even if they are for the time being retained 
by the company and later distributed to some 
member other than the one to whom they have 
originally been apportioned (Section 249 (5) of 
the Act). If the surtax direction results in the 


‘member receiving (or being deemed to have 


received) in any one year, more than one year's 
dividend, he is entitled to claim relief under 
Section 238 of the Act (Gollin v. C.I.R. (22 A.T.C. 
34; 25 T.C. 161), but compare with that case 
the decision in Troy Securities Ltd v. CUR. 
(21 A.T.C. 29; 24 T.C. Ge, 


Surtax and Profits Tax 


There is, however, also a bright side to a surtax 
direction. The profits to which the surtax direc- 
tion relates are exempt under Section 31 (2), 
Finance Act, 1947, from profits tax, if these 
profits constitute the total income of the company 
and if the members to whom they are appor- 
tioned are all individuals. (Where only some are 


individuals, exemption may be claimed under 


Section 31 (3), Finance Act, 1947). 

The full rate of profits tax being at present 
30 per cent, one may find - particularly where 
the members are not within the very high surtax 
bracket — that the total income and surtax liability 
of a company under a surtax direction amounts 
to less than the total liability of income tax, 
surtax and profits tax of the company and 
members combined, where a reasonable distribu- 
tion is made. Indeed, in the last chargeable 
accounting period of a company when, by virtue 
of Section 35 (1) (c) of the Finance Act, 1947, 
the total amount of accumulated profits becomes 
liable to a distribution charge, a surtax direction 
may turn out to. be a blessing in disguise. ‘This : 
was well illustrated in.the recent case of R. v. 
Special Commissioners of Income Tax; ex parte 
Linsleys (Established 1894) Lid (The Times, 
January 24th, 1958 (H Lui where an investment 
company applied (albeit unsuccessfully in the 
House of Lords) for an order of mandamus 
against the Special Commissioners, who hag 
refused to make a surtax direction. 


1 See The Accountant, February ist, 1958, page Lag. - 
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Onus of Proof 
In conclusion, a short note on the onus of proof 
and procedure where a company appeals against 
a surtax direction, may not be inappropriate. It 
has for long been established that it is for the 
Inland Revenue to. show 'at the conclusion of all 
the evidence’ that the company has unreasonably 
withheld a distribution (Thomas Fattorim (Lan- 
cashire) Ltd v. C.I.R. (21 A.T.C. 98; 24 T.C. 
328)). 'This has been taken a step further in two 
more recent decisions. In CIR v. Transport 
Economy Ltd (34 A.T.C. 51; 35 T.C. 601), 
Upjohn, J., in the Chancery Division, held that 
in appeals against a strtax direction (it being for 
the Crown to justify the direction) it is their duty 
to open the case. The learned judge, however, 
qualified this statement by saying that this should 
not prevent the taxpayer from opening where 
the parties agree that this is the more convenient 
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course to follow im a particular case. The Court 
of Appeal upheld the decision, but refused to 
pronounce on the principle laid down by 
Upjohn, J. 

In the later case of C.I.R. v. White Brothers 
Lid (in liquidation) (35 A.T.C. 196; 36 T.C. 
597), Upjohn, J., took the opportunity to clarify 
and limit the application of the principle he had 
laid down in the Transport Economy case, saying 
that where the onus of proof is on the Crown, 


- although since the latter decision it has been the 


practice for the Crown to open the case, the 
Commissioners should not listen to a submission 
of the taxpayer of no case to answer, but ask him 
if he elects to call evidence. If he elects not to 
do so and the Commissioners or the Court have 
come to the conclusion that the Crown has dis- 
charged the onus, he cannot complain of the 
consequences and it would then be too late for 
him to ask for leave to call evidence. 


MANAGEMENT ACCOUNTING 
II- INSTALLATIONS FOR MEDIUM-SIZED COMPANIES 


en 


by BRIAN A. MAYNARD, M.A., F.C.A., A.C.W.A. 


T is common ground that medium-sized com- 
panies constitute an immensely important section 
of British industry in which there is much scope 
for increasing efficiency, and where the more general 


adoption of the best current practices is essential if . 


our competitive position and standard of living are 
to be maintained. 

In practice, medium-sized manufacturing units 
cover a tremendous variety of organizations of differ- 
ing degrees of complexity - in fact, if one were to 
believe one's clients, the only quality that they have 
in common 18 that each is quite different from all the 
others. While it is true that businesses of between 500 
and 1,000 employees may be relatively simple units 
roughly equivalent to a single division of a larger 
organization, they may equally well have a wide range 
. of activities, and present, on a smaller scale, most of 
the problema of far larger organizations. In the latter 
case, there is no reason to expect that the process of 
installing a satisfactory system of management 
accounting will be materially simpler or more stereo- 
typed than it would be in a larger undertaking. 

Medium-sized companies do not therefore present 
a routine problem for which a simple standard solu- 


Lecture delivered at the residential course on management 
accounting of The Liverpool Society of Chartered Account- 
ants and the SAP Mae Productivity Association on 
February 8th. 


tion can be developed. Indeed their problems are 
often complicated by difficulties in establishing a 
satisfactory flow of basic information. caused by 
deficiencies in fundamental procedures, or by limita- 
tions in the experience or resources of the accountant's 


What is Management Accounting ? 


The Institute of Chartered Accountants in England ` 
and Wales has described management accounting as 
"ong form of accounting which enables a business 
to be carried out more efficiently' 
and other definitions emphasize the provision of 
accounting and other detailed information to help 
management in the formulation of policy, planning, 
and the day-to-day control of operations and expendi- 
ture, This means that we are concerned with all the 
information in terms of time, quantities and money 
that is required to plan and subsequently to control 
the activities of a company. 

The accounting techniques used s generally 
referred to under the generic headings of “budgetary 
control’ and ‘standard costing’. Where budgetary 
control ends and standard costing begins is a rather 
technical matter which need not concern us today. 
The big point is that, without any doubt, some form 


. of control against predetermined targets and process 
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and ‘product specifications, and- the invaluable 


discipline of thinking and planning ahead which this. 


involves, is desirable in the majority of medium- 
sized companies, ` 
It is therefore surprising that in 1958 it is still 


necessary to stress that in a lot of medium-sized 


companies management is still not taking advantage 
of the available techniques or is not using them 
properly. This indicates that in many cases the 
managers, and possibly also their accountants, do not 
appreciate the enormous advan 
and suggests that we accountants 
them to GE aca . 


ve failed to ‘sell’ 


Importance of Efficient Procedures and | 


Clerical Methods 


It may be worth emphasizing that management 
accounting is vitally concerned both with the pro- 
cedures from which the basic information flows, and 
with the documentation and methods by which it is ` 
produced. It is usually necessary to spend. a good 
deal of time on improving the basic procedures them- 
selves, such as those for estimating and planning and 
for the control of production, labour and materials, 
and on increasing the accuracy of the documentation 


which they produce, before a satisfactory background 


for management accounting can be established. 
It is also essential to review the accounting and 
clerical methods used with the revised procedures in 


order to streamline and standardize them as far as 
possible. For if these are not as efficient and cheap as. 


they should be, it may be uneconomic to supply 
management with various categories of valuable 
information available to its more fortunate com- 
petitors. A detailed review. of methods and docu- 


mentation in order to streamline and standardize 
them as far as possible must therefore be part of the . 


process of installing management accounting. 

To illustrate the importance of this approach, I 
have looked back over ten recent installations in 
medium-sized companies. In seven of them, there 
was such scope for increasing the efficiency of 
clerical methods and/or the reduction in work result- 
ing from the change-over from historical job costing 
to standard costing, that the greatly improved flow 
of information for management was produced by 
the existing staff without any increase in costs. In 
two of these cases there was in fact a reduction in 
staff who were transferred to other activities. I 
believe these figures to be fairly typical as there is 
slack to be taken up in most offices. 

In fairness, any ch which causes experienced 
men to spend time carrying out a critical examination 
of the existing procedures can be relied upon to 
produce improvements. A familiar example is the 
introduction of mechanized accounting, when many 
of the improvements which accompany it often flow 
not from mechanization but from the overhaul of the 
associated routines for which no one would otherwise 
have found the time. ` 
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Taking the Plunge -- 


We have seen that a satisfactory management account- 
ing-system ean often be operated at no greater cost 
than the. previous indifferent arrangements... The 
initial. process of devising -and installing major 
improvements is, however, usually a substantial 
undertaking which demands considerable effort from 
management and the accountants and normally 
requires outside help — for the purposes of this paper 
I have therefore assumed that the necessary experi- 
enced guidance and assistance is obtained. But. Ko 
stakes are high, and there is frequently so much sco 

for improvement that the benefits of a success 
installation completely dwarf the costs of introducing 
it 

Itmay be enlightening to stdrt our rather DE 

case study by reviewing why companies finally decide 
to take this.plunge. Here, we are not concerned with: 
those positive organizations which are always a 
„jump ahead, as by now they will have accounting: 
- arrangements which are good by ariyone's standards 
and will be concentrating on the continuous process 
of developing them and adapting them to changing 
conditions. 'l'here is, however, much to be learnedi 
from some of the.motives that have been spurring: 
the less exemplary companies to go ahead over the 
last few years. These include: ^d 

(ba crisis, such as a shortage of cash or losses, 
which make it imperative that they should know. 
where.their profits and losses are. being made 
and receive the information necessary to enable 
them to consider how to reduce costs and 
maximize profits; 

(ii) difficulties in establishing a satisfactory basis of 
valuation of.stock and work in progress with 
' the Inland Revenue; 

(iii) the need to establish a feed-back of sound cost 
information to the estimating department, both 
to facilitate more realistic estimating and so that 
estimates can be built up in a form which can be 

. used for controlling costs; 

(iv) evidence that their competitors in this country 
or overseas have the enormous advantage of 
having very much better control and cost in- 
formation -a very good reason, for if reliable 
product costs are not available for price fixing 
it is probable that the lines which are selling 
best are those which have accidentally been 
under-priced; 

(v) the frustration, worry and uncertainty — and 
sometimes the impossibility of developing a 
consistent policy — that results from having to 
manage and make critical decisions blind, with- 
out knowing the essential facts; 

(vi) the irritation of being reminded rather smugly 
by the business next door about the help that 
they get from their accounting organization that 
one is not getting oneself, or merely keeping 
up with the Joneses — since people often do the 
right thing. for quite the wrong reason. 

Some of these may be rather negative reasons but the 
great thing is that they lead to progress in the nest 
direction — and progress snowballs. . 
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Budgetary Control and Standard Costing 


The best way of applying budgetary control, with or 
without standard costing, varies widely according to 
the circumstances and to which 1s the most important 
aspect of the business — in one case it may be labour 
or machine utilization, in another material control 
and in another sales‘ and it requires skill and experi- 
ence to diagnose what is most appropriate in each 
case. Some indication of the variety of applications 
that proves necessary in practice is given by the last 
four medium-sized installations with which I happen 
to have been concerned. 

The first company manufactured two products 
for which only six operations were normally required. 
It was able, without difficulty, to provide detailed 
forecasts of sales and stbck requirements from which 
manufacturing budgets were arrived at. Here the 
obvious solution proved to be a simple system of 
budgetary control and standard costing incorporating 
a form of what is referred to as marginal costing, and 
the installation was completed in a relatively short 
time. 

In the second company, the turnover was similar 
but the installation presented many more problems 
of detail and therefore took much longer. Three- 
quarters of the output was in batches of numerous 
products for stock, the balance being contracts 
carried out to customers’ requirements. Due to the 
large numbers of different products, the sales depart- 
ment could not provide detailed sales budgets from 
which a production budget could be compiled, and 
the nature of the processes for standard products was 
such that job costing was impracticable. Ít was there- 
fore necessary to base works budgets on what was 
considered to be a normal level of output for each 
department after taking bottlenecks and overtime 
into account. In this case a budgetary control was 
introduced, and standard costing was used for the 
standard products and contract costing for the other 
work. 

In the third company, the major part of the sales 
also consisted of products of considerable value 
which were constructed to customers' requirements, 
. but were largely assembled from standard stock 
items. In this case budgetary control was introduced 
and standard costing was used for the components, 
and actual costing with budgeted rates for labour and 
overheads. 

The fourth company was a jobbing engineering 
factory - a more difficult proposition - where the 
bulk of the output consisted of products of consider- 
able value made to customers' requirements, and few 
of the components were standard stock items. Here 
budgetary control and standard costing techniques 
were introduced in most departments, the standard 
being the detailed works estimate prepared on receipt 
of a firm order, but in some departments actual job 
costing was used with budgeted rates for labour, 
overheads and material prices. 

These examples show modern accounting tech- 
niques applied in different ways to different sets of 
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circumstances, In each case budgetary control was 
installed and standard costing techniques were used 
for some part of the output. In the last company 
there was the less usual application of standard costing 
techniques to large individual units of output made 
to customers’ requirements. 


Some Practical Installation Points 
Accounts Codes 


As soon as the existing organization and procedures 
have been mastered in the necessary detail, the next 
stage in the installation of a new accounting system 
is normally the preparation of a draft accounts code. 
This might take the form of: 

(i) a schedule of budget and cost centres which 
defines each department (or budget centre) and 
the sections within the department (or cost 
centres) for which separate cost control is 
required, and gives the name of the foreman, 
supervisor or other executive responsible; 

(i) a list of the authorized account headings under 
which the various items of expenditure, revenue, 
assets and liabilities are to be analysed with 
definitions of each item and a brief description 
of the methods of obtaining this information 
for each group of accounts; 

(iii) a schedule showing which of the authorized 
account headings are used for each budget and 
cost centre; 

(iv) covering instructions for the use of the code, 
with examples. 

Where appropriate, the coding for subdividing jobs 
or coritracts to facilitate cost control and comparisons 
with the EE estimates should also be 
included. 

It thus constitutes a plan of the organization of 
budget and cost centres and establishes the responsi- 
bility for all expenditure. By defining each heading 
of revenue and expenditure it helps to ensure con- 
sistency of treatment and provides an easy means 
of ascertaining what is included in each item in the 
accounting returns. 


Organizational Improvements 


Proper control is impossible without sound organiza- 
tion, and medium-sized businesses are often surprised 
at the substantial improvements to their organization 
structure which come as a by-product of the process 
of introducing budgetary control. For the process of 
defining’ the functions of and the responsibility for 
the various budget and cost centres, which must be 
carried ou; before budgets can be prepared, inevitably 
focuses management's attention on any organizational 
problems and precipitates their solution. 

These improvements should be expressed in an 
organization chart setting out the skeleton of the 
company's organization. Where, as is often the case, 
the positions on the chart give no real indication of 
the duties attached to them, the chart should be 
supplemented by lists of the responsibilities of the 
more important executives. These should be drafted 
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with a positive emphasis and in sufficient detail to 
leave no doubt about how the organization is intended 
to function. The preparation of these lists will often 
lead to further improvements by disclosing any over- 
lapping or gaps in the existing organization. 

It is here that the outside adviser can sometimes 
be of particular service to management by persuading 
it not to defer decisions just because in the short 


. run they may be unpalatable or appear embarrassing. 


For he knows that the worst part is usually the initial 
act of making the decisions and that, provided the 
necessary thought is given to the human problems 
involved, those who have been avoiding the issue for 
years will be surprised at how easily things will fall 
into place once the right decision has been made. 


Provisional Standards 


Sometimes the last thing that the management wants 
is any immediate reorganization on the production 
side or any change in the basis of paying labour. 
It may be fully aware that all is not well in the pro- 
duction organization but prefer to start with progress 
on the management accounting front because, for 
example, it wishes to limit the reorganization to a rate 
which can reasonably be absorbed or to obtain a better 
idea of what is going on through the medium of 
management accounting, before tackling the other 
problem. 

In these cases the installation accountant may well 
have to proceed on the basis of existing standards, 
however loose they may be, although satisfactory 
work study has never been carried out. It may, for 
example, be necessary to convert existing piece- 
work rates into times by using the average rates of 
piece-work earnings. While this 1s by no means 
ideal, it does provide a measure of control based on 
the existing practices. This can be an enormous 
improvement on doing nothing and can usually be 
relied upon to stimulate interest so that proper 
standards are set in the end. In such cases it should 
be made clear that these provisional standards are 
only used for accounting purposes because there is 
no available alternative and that as soon as revised 
standards produced from work study become available 
they should be used instead. 


Budget Committee 
An important stage in many installations is the 
establishment of a budget committee. This should 
consist of, say, five senior executives who are capable 
of taking a Set view of the company's activities 
and can between them cover the main functions, 
together with the chief accountant. Other officials 
concerned with particular points should be co-opted 
as necessary and the head of each department should 
attend when his department's budgets are being 
discussed. 

The committee might be held responsible for: 

(i) approving the sequence in which the budgets 

are to be prepared and considered; 
(ii) deciding or approving the general principles on 
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which they are prepared and the methods of 
accounting to be adopted; 

(iii) considering the individual departmental budgets; 

(iv) co-ordinating all departmental budgets and, 
where necessary, suggesting alterations to bring 
them into line with the company's policy before 
submitting brief budget summaries to the 
managing director for final'approval; 

(v) bringing any important matters arising from its 
detailed consideration of the budgets to the 
attention of the managing director ~ the com- 
mittee is well constituted to combine criticism 
with balanced suggestions for improvements; 

(vi) considering budget revisions in tbe light of 

changing conditions. 

From the point of view of the accountant responsible 
for installing the system it provides a convenient way 
of familiarizing senior executives with the budgeting 
procedures and their objects and of bringing home to 
them, and through them to management generally, 
the advantages that it offers. It also provides a quick 
means of obtaining a balanced management view on 
such points as alternative procedures or methods of 
presentation. 

Committees can waste a lot of time but, properly 
run, this is one which can often play a most valuable 
constructive role and do much to improve inter- 
departmental understanding and relationships and 
to encourage the necessary co-operation between 
management and the accounts department. It can 
also enable busy executives to find out quickly a 
great deal of useful information about the activities 
of the company which they could not otherwise have 
obtained so easily. 


Manuals of Instructions 


In medium-sized businesses one sometimes finds 
that the chief accountant has to work with staff of 
limited experience and there may be no prospect of 


strengthening them over the short run. The aim must 


therefore be to set up the system so that it is, as far 
as possible, foolproof and the detailed procedures 
should be planned so that the maximum amount of 
work can be carried out accurately on a routine basis 
by relatively junior staff. 

To ensure that new routines are satisfactorily 
established and maintained and that everyone knows 
what is expected of him, it is, to say the least, highly 
desirable to prepare a ‘detailed manual of routine 
instruction. Without going into too much detail, 
this might contain: 

(i) copies of all authorized forms showing specimen 
entries with instructions for the completion of 
each one and the names of the persons respon- 
sible for doing so; 

(ii) schedules of the standard journal entries to be 
made at the end of each accounting period; 

(iii) a time-table and progress chart covering the 
routine work of preparing the periodical accounts 
from the receipt of information from outside the 
department to tbe completion of the accounting 
returns. 


The manual together with the accounts code thus 
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provides clear instructions on what should be done 
and when, so that the routine work can be carried out 
satisfactorily with a minimum of supervision or 
reference. back to the chief accountant, who is left 
with time to think about and report to management 
on the things that really matter. 


Work Study in the Office 


While on the subject of office efficiency it is appropri- 
ate to mention a current development in.the applica- 
tion of work study to clerical methods. In the work 
study field a desire for the economies of standardiza- 
tion and a distaste for repeating ad nauseam time 
studies that had already been made a thousand times 
elsewhere, led'to the development of predetermined 
motion time systems, of which the methods time 
measurement technique, usually called M.'T.M., is the 
best known. This is based on two ideas, namely: 
(1) that most physical activity. can be analysed into 
standard basic motion elements such as reach, grasp, 
move, turn, release; (ii) that standard times can be, 
established for these basic motions related to the 
distances and weight involved, which can be applied 
generally. : mE 
- These standard times, arrived at with a standard 
analytical approach, are the fruits of many years of 
research and are now widely used in the United 
States and also by a number of the leading companies 
in this country. Among the advantages of this 
approach are: 
~ (speed and relative cheapness -in appropriate 
circumstances a trained analyst can establish 
operation times in a fraction of the time required 
for normal stop-watch methods by applying 
standard M.T.M. times to a standard M.T.M. 
analysis of the job, since he is not concerned with 
the times actually taken, and does not even need 
i ` to see the operation if he can visualize it clearly; 
. (ii) that the routine concentration on basic motions 
' forces the analyst to consider the methods 
employed — for example, the inefficient motion 
. of transferring an object from one hand to 
another must always be shown up in the 
analysis; 
(iii) it minimizes the use of the unpopular stop- 
watch. ' 
The use of the technique is, however, a skilled 
operation, and- can only be carried out by men who 
have been trained in it — a process which takes about 
two months. | 
A start has been made in applying predetermined 
motion time systems to office work, and standard 
data are being accumulated for use with these tech- 
niques which should greatly reduce the cost of work 
study in SE ee cases. While I do not want to 
encourage false hopes, it is clear that developments 
can be expected in this rather intractable field which 
should prove helpful where there is a sufficiently 
heavy flow of repetitive work for the cost of setting 
standards and using them to pay off over a reasonably 
short period.)  . ... ^: . ..5 
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Use of Information by Management 


As a generalization it would be true to say that 
Management in this country would benefit from 
understanding more about accounting, and manage- 
ment in turn can reply that accountants could help- 
fully do much more to present and explain figures in 
such a way that it is easy for management to under- 
stand and use them. 

If he is to remedy this criticism and play the con- 
structive part that is nowadays expected of him, 
the management accountant must have a much 
better understanding of the manufacturing pro- 
cesses: and of the various shop-floor and other 
routines from which basic information flows than ` 
used to be considered either right or proper. He must 
therefore organize his work so that he can give 
adequate time to getting round the factory and 
maintaining the necessary personal contacts with 
works and other executives. He must also know how 
management works and thinks- or possibly how 
management would think if only it received the right 
information at the right time. 

The mere provision of information to management 
does not ensure that it is used for control purposes 
and it 18 often a very real problem to bring home to 
the different levels of management the value of and 
the right ways of using the flow of information that 
management accounting provides. One of the ways 
of attacking this difficulty that has often proved 
helpful is to provide a short booklet explaining the 
technical terms used in the various accounting and 
statistical returns, the aignificance of the information 
given to each level of management, and the probable 
meaning of changes in individual figures and their 
relationship to each other. If this positive emphasis 
is to be maintained it is, of course, important that each 
level is rationed to the information that it needs and 
is not flooded with unnecessary details. 

Tt is not easy to draft such a document, which 
must be tailor-made for each installation, without 
making it long and ponderous. But it 1s well worth 
the effort if one can succeed in producing something 
that will both help management to interpret infor- 
mation on a consistent basis, and be of value for 
training junior management in the use of accounting 
and other control] information. 


Covering Reports by the Chief Accountant . 


One of the most helpful services that the chief 
accountant can render is to highlight his returns to 
the board and the management with crisp covering 
reports or notes, written in plain English, drawing 
attention to the more important points. ‘This service 
from the accountant saves the time of management 
by enabling them to concentrate on the matters that 
require action or further investigation. Equally 
important from management's point of view, it 
ensures that the chief accountant has paused to 
think about the returns critically and that, where 
appropriate, he has carried out any further investi- 
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gation that may be necessary before issuing them to 
management. 

While the form of such reports must vary with the 
circumstances, they should deal with the main points 
in a logical sequence, as this can be most helpful in 
encouraging a similar methodical approach to the 
returns by their recipients. 


Routine Statistics 


Something must be said about the various categories 
of routine statistics that are introduced as this is one 
of the areas where one normally makes an important 
killing. If management has not been used to receiving 
appropriate statistics they represent an invaluable 
supplement to purely accounting information and 
make it possible to take action on many matters long 
before the monthly departmental accounts are 
prepared - indeed, they will tell management many 


of the things to expect in the accounts when they | 


become available. 

Generally speaking, factories, like professional 
accountants, are selling time and ‘know-how’, which 
are used to convert material into saleable products. 
The statistics which are required to show manage- 
ment how the available labour and plant capacity are 
being utilized may therefore be an appropriate illus- 
tration of what I have in mind. They might be on the 
following lines, although the details must vary 
according to whether output is measured in standard 
or estimated times or in physical units: 


(i) to show the extent to which the full capacity 
of each department is being used, whether pro- 
duction is being lost through absence or whether 
any additional hours were worked as a result 
of overtime or taking on extra men, com- 
parisons might be given between the total hours 
worked on normal shift and overtime with both 


the department; 

(ii) to facilitate the control of non-productive time, 
this should be analysed under suitable headings 
— for example, rectification, shop work, waiting 
and lost time and hours spent on work sub- 
sequently scrapped; 

(iii) to control the costs of processes or products, 
details might be given of any operations or 
allowances required in excess of those scheduled 
for the good products made; 

(iv) to show the rate of operative or machine output 
and indicate where further investigation is 
required into poor or exceptional performance, 
comparisons might be given between the time 
taken and the planned or allowed time for the 
work produced; 

(v) to facilitate control of wage rates, comparisons 
might be provided between the budgeted and 
actual rates paid. 

Further analysis of certain items, such as waiting 
time or rectification, should be provided as appro- 
priate. 

Similar daily and weekly statistics are usually 
required for plant utilization showing the time spent 
i - + 
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on production and down-time analysed under suitable 
headings such as cleaning, preparation or setting, 
routine maintenance, major breakdowns and no work. 

Properly presented this information will show 
foremen and works management where capacity is 
being wasted and performance ig unsatisfactory in a 
way which will facilitate investigation and. action. In 
a summarized form it will enable higher management 
to review manpower and plant requirements and 
utilization. 

There is no time to describe the other categories 
of information, which cover such headings as material 
usage, stocks, purchases, sales and overdue deliveries, 
or the different ways of presenting them. But the 


general point is clear; routine statistics, many of 
- which can sometimes be prepared from basic records 


which are already being kept, can be of great value 
to management and can facilitate early action. 


Keeping Up to Date 


Unfortunately it is not enough for our medium-sized 
company to have brought itself up to date. For 
keeping up to date is a continuous process which 
requires a conscious effort on the part of management, 
and procedures which are almost ideal today will 
sooner or later be rendered indifferent by changes in 
circumstances or new developments jn techniques or 
equipment. 

The problem of keeping up to date has led to a 
growing demand for periodical independent reviews 
of their accounting arrangements and methods from 
companies which have no reason to suppose that they 


, are inefficient, but do not wish to leave this to chance. 


This seems a natural development, and recognizes 
the fact that it is difficult for a busy chief accountant 
to keep in touch with all the new trends or to spare 


= time for critical reviews of the activities for which 
the expected working hours and the capacity of ` 


he is responsible ~ and to which he may in any case 
be too close to take an objective view. 


Conclusion’ 


While the overall object of management accounting 
is to provide management with the background of 
information necessary to plan and control the employ- 
ment of its resources in the most profitable way, it 
may in conclusion be useful to run through some of 
the more specific advantages that are normally re- 
corded by medium-sized businesses. These include: 


(i) the valuable improvements in the organization 
structure which often result from the clear 
thinking that must precede the introduction of 
management accounting; 

(ii) the economies and increases in efficiency which 
result from the review and streamlining of 
documentation that form part of the process of 
introducing management accounting; 

(iii) the provision of prompt, concise routine 
returns to al! levels of management, including 
foremen where appropriate, showing how the 
results of the activities for which they are 
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responsible compare with agreed targets and 
indicating matters which require their attention; 

(iv) the way in which the provision of daily and 
weekly statistics covering, say, labour and 
machine utilization and material usage saves 
valuable time by enabling management to take 
appropriate «action without waiting for the 
periodical accounts; 

(v) the provision of more significant process and 
product costs, which facilitate estimating and 
the formulation of pricing policies and make it 
possible to forecast the profitability of adopting 
alternative product mixes and processes with 
greater accuracy; 

(vi adequate cash budgeting, including capital 
expenditure forecasts, which can prove un- 
expectedly valuable during difficult times of 

` credit squeezes and inflation; 

(vii) the convenience of having at one's finger-tips, 
in the files of budgets, so much useful detailed 
information that has never before been avail- 
able; 

(viii) the much clearer understanding of the overall 
economics of the business that has been made 
possible by the preparation of break-even 
charts; l 
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(ix) the improvement in the whole atmosphere of 
the organization which can be expected to 
follow the introduction of proper planning and 
control. People do not enjoy the frustration of 
working in inefficient organizations and are 
happier and work better when able to do them- 
selves justice and take pride in their company; 

(x) the relative ease with which promising young 
staff can be recruited when they can be offered 
experience of modern techniques. 


That makes a representative list which should be 
enough to convince an undecided management of the 
desirability of going ahead and, to put it crudely, of 
getting value out of the accounting function, instead 
of just waiting for the annual accounts. 

On a wider plane, management and accountants 
are faced with a challenge to close the wasteful and 
unnecessary gap between the best management 
accounting practice and that of the average médium- 
sized company. Each new company that decides to 
move forward, is not only making life easier for itself 
and its employees, but is also providing a useful 
contribution to the prosperity of the community at 
large. 





| Weekly Notes 


The F.B.I. and the Budget 


ACH year the: Federation of British Industries 

submits its recommendations to the Chancellor 
of the Exchequer on the coming Budget. These 
usually contain some penetrating comments about 
the defects of the tax system and this year is no 
exception. In a letter from the Federation to the 
Chancellor last week, pride of, place is given to 
a suggestion of a flat rate of profits tax, at 74 per cent, 
not as a final aim but as a first step towards further 
‘reductions. It is also suggested that the income tax 
standard rate be reduced from. 8s 6d to 8s, with 
similar reductions in the reduced rates. The F.B.I. 
further suggests a cut in the petrol tax from 2s 6d to 
2s a gallon. The total cost of these reductions is 
putat £253 million in a full year, which the F.B.I. 
suggests should be met by a cut in Government 
expenditure and in the Budget surplus. It is pointed 
out that the reduction in Government expenditure 
would help to combat inflation, while the reduction 
in income tax would go largely to company reserves, 
to the middle-income earners and to highly-paid 
manual workers, thus stimulating output and invest- 
ment. Petrol tax reductions would reduce the cost of 
‘goods by reducing transport costs. 


.coefficient. However, the ji 


The letter recalls a memorandum sent by the 
Federation to the Chancellor in December of last 


year and containing detailed proposals for the reform | 
of the taxation system in certain respects, if possible | 


before the establishment of the European Free Trade 
Area. Assuming that the Government succeeds in 


checking the rise in prices, the Federation claims that | 


industry ought to be allowed to claim depreciation on 
the present value of the assets concerned as at the 
balance sheet date in 1958-59, subject to a maximum 
arrived at by multiplying the historical cost by a 
statutory coefficient fixed for each year of purchase — 


reduced by the allowances already made, such 


allowances being also multiplied by the appropriate 
to any balancing 
charge would be the ‘sum of the allowances effectively 
made in respect of the asset’. The memorandum 
also asked for depreciation allowances for commercial 
buildings, higher allowances for effluent-treatment 
plant, depletion allowances for United Kingdom 


mineral rights, the current year basis of assessment 


for companies, and a more flexible approach to the 
question of stock valuation bases. On the Schedule E 
side, the memorandum asked for more liberal treat- 
ment of expenses and a rationalization of the present 
confused legislation on retirement benefits. Surtax 
directions should not extend to the whole income but 
to that part which the Special Commissioners con- 
sider it reasonable to distribute. 

On estate duty the Federation asks that controlling 
interests in private limited companies should be 
valued on the ordinary market-value basis, and that 
there should be a tribunal to deal with appeals against 
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valuations. Duty on unquoted securities should be 
payable in instalments, while Section 46 of the Finance 
Act, 1940, should be repealed or modified. Finally 
the Federation adds its voice to the many critics of 
the purchase tax, and indicates a number of possible 
reforma; 


Other Budget Recommendations 


] OTH the National Chamber of Trade and the 

National Road Transport Federation have made 
representations to the Chancellor that the tax on fuel 
cil be reduced. A deputation of the Transport 
Federation saw the Financial Secretary to the 


Treasury on February 12th and asked for the abolition ` 


of the purchase tax on commercial vehicles as well 
as a reduction in the fuel oil tax. The deputation 
gave some interesting facts — for instance, that users of 
motor fuel contribute go per cent of the revenue from 
ails, but are responsible for only 32 per cent of the 
total consumption, and that fuel tax alone adds some 
£2 million a year to the cost of moving coal by road. 

The National Chamber of Trade also asks for an 
extension to commercial premises of the estate duty 
concession applicable to industrial hereditaments, and 
for other relaxations in relation to estate duty on 
family businesses. There should be marginal relief 
for gifts made nearly five years before the death; a 
flat-rate profits tax which would ‘do away with 
distribution charges and render unnec the 
operation of Section 245 of the Income Tax Act, 
1952. Like the F.B.I., the National Chamber of 
Trade asks for a reduction in purchase tax and it also 
asks for some implementation of the Government’s 
wartime pledge about post-war credits. 


Estate Duty on a Trustee’s Remuneration 


HE will of Lord Northcliffe directed the income 

of part of his residuary estate to be paid to each 
trustee ‘during his life so long as he shall act as 
executor and trustee of this my will by way of 
remuneration for so doing and in addition to any 
professional charges which he may be entitled to 
rake’, One trustee died in 1947 but the Estate Duty 
Office made no claim to duty on the ‘slice’ of the 
residue whose income he had enjoyed. When Mr 
H. P. Arnholz, a solicitor who was also a trustee, 
died in 1955, such a claim was made under-Section 1 
of the Finance Act, 1894, on the ground that the 
corresponding ‘slice’ of the residuary estate actually 
‘passed’ on the death. This claim was upheld by 
Danckwerts, J. (Public Trustee v. C.I.R.) (The Times, 
February 14th, 1958). 
The public trustee argued that the exemption in 
Section 2 (1) (6) applied. This section provides 
for a.‘deemed’ passing of property in which the 
deceased had an interest ceasing on his death ‘but 
exclusive of property the interest in which of the 
deceased . . . was only an interest as holder of an 
The question was whether this excluding 


| provision was capable of extending to property 
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which actually passed, under Section 1. His lordship 
held that it did not. 

An alternative point taken by the Crown was 
rejected. The Crown had argued that the interest 
which Mr. Arnholz had was not ‘only an interest as 
holder of an office’ within Section 2 (x) (b). The 
learned judge said this argument was quite untenable. 
The Crown also wished to keep open an argument in 
a higher Court as to whether the position of trustee 
was.an office at all within the meaning of Section 


2 (1) (b). - 
Solicitors (Scotland) Bill 

HE Solicitors (Scotland) Bill, introduced by Lord 

Keith of Avonholm, passed its final stages in the 
House of Lords on February 18th. Before the Bill 
was passed, Lord Keith moved an amendment due, 
he said, to ‘a last minute intervention’ by The Insti- 
tute of Chartered Accountants of Scotland relating to 
the accountant's certificate clause in the Bill, clause 13. 

The Institute seemed to fear, he said, that 'sub- 
section 2 (c) of the Bill may involve a member of the 
Institute in some breach of professional etiquette or 
professional discipline. They think that it will 
authorize the Law Society of Scotland to employ an 
accountant and charge for the accountant's services, 
and they feel that that would not be in accordance 
with the traditions of their profession'. 

His lordship stated that he thought the Institute 
were unduly apprehensive, but the matter had been 
met *by the Law Society agreeing to drop this offend- 
ing provision’. 

‘The amendment was agreed to and the Bill sent to 
the House of Commons. 


European Industrial Conference 


EUROPEAN Industrial Conference arranged by 

the United Kingdom Council of the European 
Movement was opened at Church House, West- 
minster, last Wednesday morning by the Chancellor 
of the Exchequer. The conference, which will discuss 
the economic and social problems connected with the 
proposed free trade area, follows on from a series of 
regional conferences which have been organized under 
the same auspices in the provinces and given official 
approval by the Board of Trade. 

here are to be no formal resolutions passed at the 
conference and the proceedings are to be organized 
in four main commissions. These will cover the 
removal of tariffs and quotas, social policies, co- 
ordination of economic and monetary policy and, 
finally, food and agriculture. These should certainly 
cover the main outstanding problems raised in the 
current negotiations about the free trade area. 

The conference comes at an important moment 
in the protracted diplomatic exchanges on the free 
trade area. It gives an international forum for 
constructive comment on the difficulties arising iü 
trying to fit a free trade area on to the already 
existing framework of the European Economic 
Community (formerly called the iD Common 
Market). 
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Lower Freight Rates 


ESPITE the increase in the amount of shipping 

tonnage being laid up, the decline in freight rate 
continues. Both tankers and dry cargo vessels are 
operating at uneconomic rates. Oil tankers are in 
surplus at the moment owing to the decline in the 
world demand for petroleum and the ambitious 
tanker building programmes of a year or two ago 
have reached fruition when the demand for tankers, 
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at least temporarily, is passed the peak. The same 
kind of difficulties beset dry cargo shipping which is 
depressed by lack of demand for coal and grain- 
carrying capacity. 

World trade is no longer expanding and it is likely 
to be summer before the demand for tonnage forces 
freight rates upwards. As things now stand, an in- 
crease in freight rates will only bring laid-up tonnage 
back into service. Recovery is therefore going to be 
exceedingly gradual. 


laxation Cases 


A full report df the cases summarized in this column will be published, with Notes on the Judgments, 
tn the “Annotated Tax Cases’. 


Fynn v. C.I.R. 


In the High Court. of Justice (Chancery Division) 
December 11th, 1957 


(Before Mr Justice UPJoAN) 


Income tax — Transfer of assets abroad — Shares sold to 
foreign company — Price left outstanding — Company 
incurring overdraft — Loan by taxpayer — Reduction of 
overdraft - Company purchasing more shares - Sub- 
sequent forgiveness of loan — Whether right to repayment 
connected with incurring of overdraft - Whether loan an 
associated operation — Income Tax Act, 1952, Sectton 
412. 

In 1947 the appellant caused a company to be 
incorporated in the Republic of Ireland, and shares 

in the company were issued to him. Ín 1948 the 
E E sold a large holding of securities to the 
company, and the price was left outstanding. The 
transfer of these securities was a transfer of assets 
within Section 412 of the Income Tax Act, 1952, and 
one of the objects of the transfer was to avoid liability 
to United Kingdom taxation. In 1949 further shares 
in the company were allotted to the appellant in 
satisfaction of the purchase price of the securities. 
Subsequently the company bought some more in- 
vestments in the open market, financing the purchase 
by means of an overdraft from its bank, and in 1951 
the overdraft stood at £33,000. 

In 1952 the appellant lent £12,000, interest-free 
and unsecured, to the company. At that time the 
company’s overdraft was near the limit permitted 
by the bank, but there was no evidence that the 
company was being pressed by the bank to reduce 
the overdraft, and this loan enabled the company to 
make further purchases of investments. In 1954 the 
appellant released the company from its obligation to 
repay the £12,000. 

It was contended by the Inland Revenue that the 
loan of £12,000 reduced the company’s overdraft 
secured on the transferred securities and was there- 
fore a transaction connected with an associated 
operation, namely, the charging of the securities to 
the did 8 bank, and that the loan of the £12,000 


was an associated operation within Section 412 (4). 
The Special Commissioners decided that the charging 
of the transferred securities by the company to its 
bank was an associated operation in relation to the 
transfer of the securities, and that part of the decision 
was not disputed. 'l'he Special Commissioners also 
decided that the appellant's right to repayment of the 
{,12,000 was connected with an associated transaction. 


Held, that there was no connection between the 
charging of the transferred securities to the bank and 
either the loan of the £12,000 or the right to receive 
repayment of it; and tliat the making of the loan was 
not a transaction associated with the charging of the 
gecurities. 


Bennett v. Rowse 


i the High Court of Justice (Chancery Division) 

December 17th, 1957 
(Before Mr Justice UPJOHN) 
Income tax — Balancing charge — Trade of letting out 
aircraft on hire — Destruction of one aircraft — Whether 
trade permanently discontinued - Income Tax Act, 
1918, Schedule D, Case I — Income Tax Act, 1945, 
Section I7. 

The appellant was the owner of two aircraft, which 
he let out on hire to a company controlled by him. 
One of the aircraft was destroyed at about 3.20 p.m. 
on March 12th, 1950. The appellant was notified by 
telephone and immediately left for the scene of the 
disaster; but before doing so he gave instructions that 
the other aircraft was to be grounded. By a letter 
dated the same day, the company was notified that 
the ignc has 'ceased to hire you the two 'l'udor 
aircraft'. 'T his letter was not signed until the following 
day. The aircraft was insured, and the appellant 
received about £38,000 from the insurance company. 

It was conceded that if the destruction of the air- 
craft and tbe discontinuance of the appellant's trade 
were simultaneous, no balancing charge could be 
made. It was contended by the appellant that his 
trade came to an end the moment the one plane was 
destroyed, because it was in fact impossible to carry 
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on afterwards. The respondent contended that the 
trade was not discontinued when the one plane was 
destroyed. The General Commissioners decided that 


. the appellant's trade did not cease at the moment 


Án eR 


when the one plane was destroyed, but at some time 
thereafter. 


Held, that there was evidence to support the 
General Commissioners’ decision. 


Parway Estates Ltd v. C.I.R. 
In the Hight Court of Justice (Chancery Division) 
December 13th, 1957 
(Before Mr Justice UPJoHN) 
Stamp duty — Relief - Associated companies — Subsidiary 


soith income tax losses — Sale of shares tn subsidiary — For ` 


percentage of losses subsidiary's assets purchased by 
parent company — Shares transferred next day — Whether 


parent company then beneficial owner of shares — Finance 
Act, 1930, Section 42. 

The appellant company held all the shares in 
another company which had considerable income 
tax losses, On January rath, 1956, the appellant 
company contracted to sell its shares in the subsidiary 
to transfer a debt owing to it by the subsidiary, to 
purchase all the assets of the subsidiary in con- 
sideration of a reduction of the latter's indebtedness, 
and to discharge its liabilities. ‘The consideration for 
the sale of the shares and the indebtednesa was 'a sum 
equivalent to 124 per cent of the net taxation loss of 
the company as at December 31st, 1955, . . .' The 
completion date was February 29th, 1956, when 
the shares in the subsidiary were transferred to the 
purchaser; on the, previous day the documents 
transferring the subsidiary's assets to the appellant 
company were executed. 

It was contended on behalf of the appellant that 
it was exempt from stamp duty under Section 42 of 
the Finance Act, 1930, ın that the transfer of the 
subsidiary's assets took place at a time when the 
appellant company was the beneficial owner of not 
less than go per cent of the issued share capital of the 
subsidiary. 

Held, that the appellant company was not then the 
beneficial owner, as it had, by an unconditional con- 
tract, contracted to sell the shares, and the equitable 
interest in the shares had thereupon vested in the 
purchaser. ` : 


Bradbury v. Arnold | 
In the High Court of Justice (Chancery Division) 
December 17th, 1957 
(Before Mr Justice Upyonn) 

Income tax — Payment for introduction and opportunity 
of acquiring interest in a trade — Trade carried on by 
company — Payment made to controlling shareholder — 
Whether received for services or for grant of interest tn 
trade — Income Tax Act, 1918, Schedule D, Charging 
Rule 1 (a), Case VI. 

The respondent held beneficially all the shares in 
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a company which carried on the business of producing 
ice shows. At a meeting between the respondent and 
a third party the latter paid £9,000 to the respondent 
and {1,000 to the company, and two letters were 
exchanged for recording the transaction. The first 
letter was from the third party tg the respondent, and 
said that the former agreed to pay the latter £9,000 
‘in consideration of your introducing to me, and 
giving me the opportunity of acquiring a half interest 
in the profits which may be made by the ice show 
... The second letter, from the company to the 
third party, acknowledged the receipt of {1,000 and 


said that ‘you will have one-half interest in the profits 


of the ice show. . . °. These letters passed in September 
1947 and the ice show was to be produced in the 
following month. A sale of a share in the company 
for £9,000 had previously been contemplated. 

` It was contended by the appellant that the £9,000 
was an annual profit or gain arising or accruing to the 
respondent in consideration of services to be per- 
formed by him, and was assessable on him under 
Case VI of Schedule D. It was contended on behalf 
of the respondent that he had not rendered any 
services in consideration of the £9,000, or that any 
services that he did render were so trivial that the 
£9,000 could not be attributable to them. The 
General Commissioners decided that the {9,000 
was part of the consideration for the acquisition of a 
half interest in the ice revue, and was therefore a 
capital receipt not assessable to income tax. 


Held, that on a proper construction of the relevant 
documents the respondent did not undertake to 
perform any services, and therefore that the £9,000 
was not assessable to tax. 


Hawes v. Gardiner 
In the High Court of Justice (Chancery Division) 
December 18th, 1957 
(Before Mr Justice UPJOHN) 


Income tax — Hobby of breeding and coursing greyhounds 
~ Sales of surplus puppies — No increase of establishment — 
Whether a trade — Income Tax Act, 1952, Case I. 
The appellant had the hobby of breeding and 
coursing greyhounds, and it was undisputed that 
down to 1945 his only object in breeding greyhounds 
was to win at coursing with an animal that he had 
himself bred. As he had more greyhound puppies 
that he desired to use for coursing, he kept the best 
of them, and the others were either given away or 
destroyed. In 1945 the price of greyhound puppies 
rose, and from then, until he discontinued breeding 
greyhounds, the appellant sold surplus puppies at 
substantial prices, but did not increase his greyhound 
eatablishment. He discontinued breeding greyhounds 
in 1950, when he became a greyhound trainer. No 
healthy dog was destroyed between 1945 and 1950. 
The appellant was assessed to income tax on the 
footing that he had made profits from the breeding 
and sale of greyhounds. He contended that his hobby 
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of breeding and coursing greyhounds continued down 
to 1950, and that his receipts from the sale of surplus 
puppies were not receipts of a trade. The General 
Commissioners decided that the breeding and selling 
of surplus puppies were separable from the appellant's 
non-commercial actjvities, and that the profits were 
assessable to tax, as they arose from a concern in the 
nature of trade. 

Held, that the General Commissioners! decision 
was supported by the evidence. 


Ostime v. Australian Mutual Provident 
Society 
In the High Court of Justice (Chancery Division) 
December 20th, 1957 
(Before Mr Justice UPJOHN) 

Income tax — Mutual life assurance — Overseas company 
— Assessment on proportion of income from life assurance 
fund — Whether assessment on profits - Double taxation 
relief — Income Tax Act, 1952, Sections 426, 430 — 
Double Taxation Relief (Taxes on Income) (Australia) 
Order, 1947 (No. $06). 

The respondent, a mutual life assurance society, 
had its head office in Australia, and carried on 
business in the United Kingdom through a branch 
‘office. For income tax purposes the society’s life 
assurance business was treated as a separate business, 
and, under Section 430 of the Income Tax Act, 1952, 


THE 
ACCOUNTANT 


February 22nd, 1958 


the income from the investments of its life assurance 
fund was deemed to be profits chargeable under Case 
III of Schedule D, in the same proportion as the 
aggregate of premiums received in the year in question 
from policy-holders resident in the United Kingdom 
bore to the total of premiums received by the society. 

The society claimed to be exempt from income tax 
in respect of its investment income pursuant to the 
Double Taxation Relief (Taxes on Income) (Australia) 
Order, 1947 (No. 806). The appellant contended 
before the Special Commissioners that Article III (2) 
of the Order did not exempt the investment income 
from United Kingdom tax, because the society was 
engaged in a trade or business in the United Kingdom 
through a permanent establishment situated therein. 
The Special Commissioners decided in favour of the 
society. In the High Court it was contended on behalf 
of the appellant that the phrase 'industrial or com- 
mercial profits’ for the purposes of the Order meant 
profits arising from actual activities yielding profit — 
and that as the society was carrying on a mutual 
insurance business, and therefore had no actual 
profit nor any actual source of profit, the Order did 
not apply. It was also contended that the Order was 
concerned only with profits taxable under Case I of 
Schedule D, and did not apply to the subject-matter 
of tax under Case III of that Schedule. 


Held, that the Special Commissioners’ decision 
was Correct, 





Reviews 


Top-management Accounting 


Business Charts (Fifth Edition) 

by T. G. ROSE, F.LI.A., M.LMECH.E., M.LP.E. (Sir 
Isaac Pitman & Sons Ltd, London. gs net and 
215 net respectively.) 


According to recent statistics, only about one manu- 
facturing company in ten in this country and America 
employs more than 250 persons. It follows from this 
that, in very many instances, the managerial finger 
on the pulse of the business must belong to the one 
and same person who is responsible for almost every 
administrative function from formulating long-term 
policy to day-to-day routine. For the benefit of 
those harassed individuals with little time to keep 
abreast of developments in control techniques, 
Mr Rose has written in Top-management Accounting 
a guide which even he who runs his business single- 
handed should find time to read. It describes in 
simple language the basic principles which every 
Managing director should observe, what regular 


information he should obtain and how he should 
utilize it. 

The author packs as much into sixty-seven pages 
as do many larger and more pretentious treatises on 
the same theme and his comments have the backing 
of twenty-five years’ practical experience in the field 
of company management. If after studying them, he 
puts them into practice, the owner-manager of the 
small concern may well find, as Mr Rose suggests, 
that, given the essential information in suitable 
form, two or three hours a month is all he need 


devote to keeping ‘in complete touch with what is 


going on'. 

In the preface to the first edition of Business 
Charts, when it appeared in 1930, Mr Rose made it 
clear that his object was to help the non-mathematical 
business man to understand graphics and to make 
him appreciate the value of charts as a means of 
presenting statistical information. The need for 
recurring new editions of the work shows that the 
author has succeeded in his purpose and, to the 
latest edition now available, he has added a chapter 
a ractical recommendations on the mechanics of 

g charts. 
Mr Rose has the engaging knack of communi- 


‘cating his own enthusiasm to the reader but his 


approach to and treatment of the subject is practical 
EE He warns the beginner against the danger 
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of preparing charts for art's sake and the question 
which must be asked at each stage is: 'Is it going 
to be of any real use?’ 


The Bank Audit 


by Bruce MarsuHa... (Constable & Co Ltd, London. 
18s net.) 


Mr Bruce Marshall, as did Tanus of old, presents two 
faces to the world. One is that of a chartered account- 
ant, the other is that of a novelist. That he has never 
finally made up his mind which is the mask is evident 
for in Who's Who he continues, year after year, to 
give his recreations as 'accountancy if regarded as a 
novelist, literature if regarded as an accountant'. On 
this occasion, however, he has notably combined his 
talents to produce a tale which, conceived and 
executed in the Olympian manner, could only have 
been written by one who, as well as having an intimate 
knowledge of the accountancy profession and its ways, 
possesses the practised novelist's knack of appraising 
human characters and situations and delineating them 
with fond perception. 

His setting is Paris at the time of the denouément 
of Stavisky and the subsequent riots which nearly 
brought parliamentary democracy in France to an 
end. The evil deeds of the unscrupulous swindler with 
the soft gazelle-like eyes hang like a shadow over his 
characters ~ the partners and staff of an English firm 
of chartered accountants in Paris, their wives and 
women friends, the officials of the bank where the 
tempo of the annual audit is accelerated by the 
rumour of fraud and the crowd of miscellaneous 
characters who, in various ways, adorn la vie Paris- 
ienne. With splendid assurance the author unfolds 
his counterpoint plot of audit and amour against a 
background which, although sordid, is undeniably 
dramatic. 

Like Thomas Hardy, who was more at home with 
dairymaids than with duchesses, Mr Marshall is at 
his best in his portraits taken from the lower orders. 
His partners are cardboard figures, but some of the 
less eminent characters, notably Dugommier, a 
middle-aged French junior audit clerk, are superbly 
presented. The book has other faults, over-emphasis 
and a preoccupation with the unpleasant being 
among them, but these are outweighed by the con- 
tinuous verve of the narrative as it moves first to 
climax and then to anti-climax, thus faithfully 
reflecting life itself. ` 


Prosperity Through Competition 


by Lupwic EnHaRD (Thames & Hudson Ltd, 
London. 255 net.) 


Here in Britain, we have been bedevilled by successive 

bouts of inflation, besides being plagued by recurrent 

financial crises ever since the end of the war. Oc- 

casionally, we have glanced over our shoulder to see 

how others have fared. Understandably, many people 

have been puzzled by the seemingly miraculous way 
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in which the economy of Western Germany has risen 
phoenix-like from the ashes. Indeed, one cannot but 
help having a sneaking regard for the measures that 
brought about this remarkable recovery. At last an 
English version of the detailed description of the 
economic resurgence of Germany is available — and 
who better to recount the events'than the architect of 
this success story, Prof. Erhard, Vice-Chancellor 
and Minister for Economic Affairs of the German 
Federal Republic. 

Germany's big chance came in 1948: it depended 
on linking the currency reform with an equall 
resolute economic reform, so as to end once and for all 
the whole complex of State controls of the economy. 
The core of Prof. Erhard's philosophy was simple: 
"Ihe most successful means for the achievement and 
retention of prosperity is competition. Judged by 
any standards, the results were dramatic. Industrial 
production: bounded upwards, the pre-war level 


being overhauled in 1950, while investment surged 


ahead. Naturally, all this was not attained without 
dde some pitfalls on the way. 

Admittedly, long hours were worked, though extra 
effort was encouraged because overtime payments 
remained tax free. Furthermore, unemployment did 
not once fall below the million mark until the latter 
part of 1954. 

However, the undisputed success of this policy of 


"competition demonstrates only too well how much 


more senaible it is to concentrate all available energies 
on increasing the nation's wealth rather than engaging 
in an internecine squabble over the distribution of 
this wealth. 

Nevertheless, Prof. Erhard adds a word of warning 
against drawing international comparisons based on 
Western Germany's experience. 'l'o begin with, the 
unwelcome influx of twelve million refugees even- 
tually became an asset at a time of full employment. 
Then the demolitions and dismantlings fostered an 
urge to build anew, and what is more, it afforded an 
opportunity of introducing the most up-to-date 
machines and tools. Evidently there is much to be 
gained from making a fresh start with a clean slate. 
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Finance and Commerce 


Stewarts and Lloyds 

UR greatest difficulty in presenting company 

accounts in this column is to convey the impres- 
sion that is produced in the original. The consolidated 
balance sheet of Stewarts and Lloyds Ltd, for 
instance, in columnar form covers an area of 1o in. 
by 8 in. Narrative takes the centre with three columns 
of figures at each side for the company and United 
Kingdom subsidiaries, for overseas subsidiaries, and 
for totals; 1957 columns are on the right and 1956 are 
on the left of the narrative. 

In the original, it is one of the most easily read 
statements we have seen for some time. This is to 
a great extent due to the use of grey, green and 
yellow backgrounds for the figures and to the position 
of the company and United Kingdom subsidiaries’ 
figures on either side of the narrative on the grey 
background and the totals columns at extreme right 
and left on the yellow. It is an excellent example of 
how much can be contained in little space without 
confusion. 

This three-colour form of presentation is also used 


for the consolidated profit and loss account. Here, 
too, is an excellent example of a profit and loss account 
that starts with turnover, and it also gives what, for 
these days, is quite a close view of the totals of charges 
that bring turnover down to profit before taxation. 
We reprint a portion of the accounts this week — 
subject to obvious limitations. 


Profit by Divisions 


R W. BASIL HOLDEN, F.c.a., chairman of 
British Steel Constructions (Birmingham) Ltd, 
moves ahead in company reporting by taking share- 
holders behind the published consolidated profit and 
loss account to the results of the separate divisions 
that form the group. The profit and loss account 
shows trading profits less losses (£84,606), interest 
£126, and transfer fees £33. On the other side, 
there is £8,820 for directors, £23,594 for interest, 
£1,597 for the audit and £33,781 for depreciation, 
leaving a before-tax profit of £16,973. 
Referring to observations at the last meeting, Mr 


CONSOLIDATED BALANCE SHEET 28th SEPTEMBER, 1957 
STEWARTS AND LLOYDS, LIMITED AND SUBSIDIARY COMPANIES 


29th SEPTEMBER, 1956 
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£ FIXED ASSETS É £ 
41,025,000 2,515,000 38,510 Land, minerals, buildingi; pane snd MRNA 43,529,000 2,818,000 46,347,000 
3,466,000 146,000 3,320, Loose tools 3,761,000 218,000 3,979,000 
3,032,000 125,000 2,907, Trade investments 3,384,000 125,000 3,509,000 
47,523,000 2,796,000 44,737,000 50,674,000 3,161,000 53,835,000 

CURRENT Lorene 
31,180,000 7,385,000 — 23,795,000 Stock à 28,783,000 7,273,000 36,056,000 
20,517,000 4,244,000 16,273,000 Debtors . s 17,658,000 4,036,000 21,694,000 
1,131,000 335,000 796,000 Cash at Bankers and in hand .. 535,000 : 1,144,000 
pads 11,964,000 ` 40,864,000 46,976,000 $1,918,000 58,694,000 
CURRENT HAMLTIES 
11,815, oe 1,432,000 10,383,000 Creditors . 11,906,000 1,415,000 13,321,000 
"789 33,000 256, Bank overdrafts . 3 1,574,000 364,000 1,938,000 
i 950, pes — 1,950,000 snore corm loans from associated companies 40, — 2,240,000 
9, (063,000 1,007,000 8,055,000 e 8,316,000 1,060,000 9,376,000 
719,000 — 719,000 Dee Ges Dividend—net . 20, — 920,000 
24,336,000 4,972,000 21,364,000 24,956,000 2,839,000 — 27,795,000 
28,492,000 8,992,000 19,500,000 NET CURRENT ASSETS .. 22,020,000 9,079,000 — 31,099,000 
£76,015,000  £11,778,000 — £54,237,000 TOTAL NET ASSETS £72,694,000 £12,240,000 £84,934,000 
FUNDS EMPLOYED 
10,000,000 — 10,000,000 Ordina Bee and SE eleng 20,000,000 — 20,000,000 
16,472,000 1,745,000 14,726,000 Capita! Vs s 8,346,000 2,044,000 10,390,000 
1,000 4,449,000 [3,64 Revenue Reserve Se d Ve 16,423,000 4,576,000 20,999,000 
44,563,000 6,195,000 38,368,000 ORDINARY SHAREHOLDERS' FUNDS 44,769,000 6,620,000 51,389,000 
10,000,000 — 10,000,000 Preference Capical—Stewarts and Lloyds, Limited 10,000,000 — 10,000,000 
10,000,000 — 10,000,000 Loan Stock Capital—Stewarts and Lloyds, Limited [0,000,000 — 10,000,000 
— + 3,773,000 — 3,773,000 investad in overseas subsidiaries ., x aie — 3,117,000 + 3,117,000 — 

1,991,000 1,810,000 181,000 Outside shareholders’ interest .. Si ; 205,000 2,503,000 2,708, 
9,461, — 9,461,000 Future United’ Kingdom taxation 10,837,000. Gm [0,837,000 
£76,0015,000 £11,778,000 £64,237,000 TOTAL FUNDS., T £72,694,000 £12,240,000  £04,934,000 
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Holden admits that consolidated accounts may not 
provide all the information a shareholder thinks 
desirable. For a variety of reasons, some admini- 
strative, some technical, he says, publication of 
accounts of each subsidiary will not remedy the 
deficiency. 

He came to the conclusion that if they grouped 


the subsidiaries’ results under divisions, and appor- - 


tioned to each those expenses which are incurred by 
the parent and recouped by it out of dividends, they 
should arrive at a reasonably accurate result. 

On this basis, he shows that profits of £66,882 
were obtained by the Flooring Division, £28,072 by 
the Steelwork Division, and £2,155 by the Canadian 
Division. Building showed a loss of £59,365 and the 
Window Division a loss of £20,771, the net result of 


~~ 
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these profits (less losses) being the £16,973 shown in 
the published account. 

Mr Holden deals with these figures in his com- 
ments on the various subsidiaries but in general 
points out that the Canadian company markets the 
products of the other subsidiaries, mainly Flooring 
and Window. These products are supplied at prices 
which include an element of profit to the producers, 
but so far as the goods are in stock at the end of the 
year, this profit is eliminated from the accounts on 
consolidation. It should be borne in mind, he says, 
that the Canadian company’s purchases provide a 
very substantial contribution to the producing com- 
panies which is reflected in improvement in group 
earnings. - ‘This year’s {16,973 compares with a 


previous loss of £39,375. ° 


NOTES 
CONSOLIDATED BALANCE SHEET 


LAND, PRA rd BUILDINGS, PLANT AND MACHINERY 


Net Book Accumulated Gross Book 


lá xa Depreciation MR 
38,510,000 22,647,000 61,157,000 S. and L. and U.K. subsidlarles .. 
2,515,000 2,084,000 4,599,000 - Overseas subsidiaries sa js 
£41,025,000  £24,731,000  £65,756,000 











1957 
Gross Book Accumulated Net Book 


bran Depro aton bir 
i 68,929,000 25,400,000 43,529,000 
` S 5,120,000 2,302,000 2,818,000 
'1£74,049,000  £27,702,000  £46,347,000 











GROSS BOOK VALUES are induded aither at cost or on n the basis of valuations made by the Directors at various dates between tha 3ist December, 


1926, and the Ist October, 1953. 
LOOSE TOOLS 


These have been Included at the values placed on them by officials of the Companies. 


‘TRADE INVESTMENTS 
1956 


1957 


S. and L. Ltd S. and L. Ltd . 
Overseas and U.K. and U.K. Overseas 
Toa SS subst ride subsidiaries SSES Tora 
858,000 123,000 735,000 Quoted, at cost (fess CH wrieh em 730,000 123,000 853,000 
2,174,000 2,000 2,172,000 Unquoted, at cost .. 2,654,000 2,000 2,656,000 
£3,032,000 £125,000 £2,907 ,000 £3,384,000 £125,000 £3,509,000 




















The market value of the quoted Investments (which Loon cm 616 ES Stock in Tubs ned oe was -— 


28th September, 1957 " 
29th September, 1956  .. 
The unquoted investments are estimated, on the basis of each Com 
to have a net assets value of proximately £8,270,000 (1956 £7, 


£3,100,000 


y 's accounts as at 28th September, [957, or the last accounts prior to that date, 
,000) and Include xii Jews equity holdings: — 
ubemakers of Australia Limited a 43.84% 


ee 


The indian Tube Company (1953) Limited is ge 40 
Lancashire and Corby Steel Medea e = Company Limited és 50 
The Oxfordshire Ironstone Company Lim jx 50 


The Loddington Ironstone Company eg a D 
The Rhodesian Iron and Steel Company Limited 16.13%, 
Ie is estimated that approximately £917,000 will be required for further investment in The Indían Tube Company (1953) Limited, and £494,000 In 
respect of the uncailed capital of The Rhodesian Iron and Steel Company Limited. 


CAPITAL EARENDIL JRR SCHEMES 




















1957 
S. and L. Ltd S. and L. Ltd 
Overseas and U.K. and U.K, Overseas 
La one sey ATO Subaid apes SE Total 
11,515,000 115,000 — 11,400,000 Commitments in respect of contracts . 18,229,000 134,000 18,363,000 
Balance of schemes approved by the Directors, ‘In addition ¢ to 
15,935,000 317,000 15,618,000 commitments, unexpended at 28th September, 1957 22,175,000 212,000 22,387,000 
£27 450,000 £432,000 £27,0/ 8,000 £40,404,000 £346,000 £40,750,000 
FUTURE UNITED KINGDOM TAXATION 
: j rag or 
5,775,000 Income tax due [st January, 1959 ‘ e yt 6,459,000 
3,686,000 Amounts set aside for equalization of taxation Ke e 4,378,000 
£9,461,000 . £10,837,000 





GENERAL 
The undistributed proflts of the overseas subsidiary companies are liable to overseas and/or U.K. taxation if distributed as dividends. 
Additional profits tax wil] become me eU In the event of subsequent diatributions by Stewarts and Lloyds, Limited, out of the reserves and undis- 
tributed profits at the 28th Septem 
The financial year of subsidiaries In South Mica ends on the 30th June. With the consent of the Board of Trade, the accounts of these companies 
have been consolidated on the basis of interim accounts at 28th September, 1957. 
axsets and [rabilltles have been converted at the rates of exchange ruling on 28th September, 1957. 
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"DN : © * CONSOLIDATED PROFIT AND LOSS ACCOUNT AND. 
scm í i STRWARTS AND LLOYDS, LIMITED APPROPRIATION ACCOUNT 


FOR THE 52 WEEKS ENDED 28TH SEPTEMBER, 1957." > pee oe a 


























1957. . 
52 Weeks ended 29th tember . ac [E ` 52 Weeks ended 28th September» 
.andL.Ltd ` : S. and L. Ltd 
Overseas and U.K. j : ‘ and U.K, Ova 
Tota E laries dedu IC Subsidiaries fond 
114, 122,000 _ 20,536,000 * 93,586,000 Sales co customers i eue s. s... 108,060,000 21,374,000 129,434,009 
019,000 + 5,019,000 Sales to overseas subsidiaries TT e es s e + 4,297,000 — 4,297,000 7 — 

E EY 15,517,000 — 98,605,000 i . 112,357,000 — 17,077,000 . 129,434,000 
98,231,000 13,691,000 — 84,540,000. Charges £s Vs vA xs T T i Se eis 36,751,000 15,119,000 111,870,000 
15,891,000 1,826,000 14,065,000 ub 15,606,000 1,958,000 17,564,000 

632,000 17,000 - 615,000 Income from trade investments .. € Se se su is 668,000 19,000 687,000 
16,523,000 1,843,000 14,690,000 TRADING PROFIT BEFORE TAXATION 16,274,000 1,977,000 18,251,000 
Taxation on profit for the period: 
952,000 — 952,000 United Kingdom preia IN a s és vé oe v 1,182,000 — 1,182,000 
5,886,000 — 5,886,000 : United Kingdom income tax Sie gie ae 6,304,000 — . 6,304,000 
288,000 — 288,000 Amounts set aside for equalization of taxation Ki Se T 692,000 — 692,000 
668,000 668,000 D — Dominion and foreign taxes .. "m e Ss Ze ats -= 750,000 750,000 
7,794,000 668,000 7,126,000 8,178,000 750,000 8,928,000 
8,7 29,000 1,175,000 = 7,554,000 PROFIT AFTER TAXATION 8,096,000 1,227,000 — 9,323,000 
212,000 186,000 26,000 Amount attributable to outside shareholders of subsidiary companies 32,000 265,000 297,000 
8,517,000 989,000 7,528,000 8,064,000 962,000 9,026,000 
U.K. Companies’ share of dividends dncured by overseas HE 
— — 257,000 + 257,000 companles sé ew oe ag D an a ck 317,000 — 317,000 imm 
8,517,000 732,000 7,785000 CONSOLIDATED NET PROFIT .. "T i i es 8,381,000 645,000 9,026,000 
2,086,000 86,000 2,000,000 Less: Allocation to Fixed Assets Replacement Reserve 2,000,000 240,000 — 2,240,000 
: Parent Company's share of other profits cease by subsidiary 
684,000 646,000 40,000 companies .. Vx T" vs 309,000 405,000 714,000 
i PROFIT AVAILABLE FOR APFROPIUAHD NBY STEWARTI 
£5,745,000 TE £5,745,000 AND LLOYDS, LIMITED ae WE + ae D sr £5,072,000 — £6,072,000 
£5,745,000 PROFIT, as above ge as T Sé 3s T ES £6,072,000 
3,500,000 General Reserve .. da - vox ate is 3,500,000 
316,000 Preference Dividends—net ve m ee vs ET 316,000 
3,816,000 ————— ———— . 3,816,000 
1,929,000 000 
Ordinary Dividend-—net SC 
287,000 Interim e s es ra Ws gu 345,000 2 
719,000 Proposed final” on es * ^ ee ee oe 920,000 b 
1,006,000 ————— — 1,265,000 
923,000 l : 991,000 
To which has to be added i balance of EE SE Mom 
2,612,000 ' previous years... ee 3,535,000 
£3,535,000 UNAPPROPRIATED PROFIT—28th SEPTEMBER, 1957. .. l £4,526,000 








(See Revenue Reserves page 18). — [Not reproduced, —- Editor.] 





NOTES 


Consolidated Profit and Loss Account and 
Stewarts and Lloyds, Limited, Appropriation Account 





CHARGES 1956 1957 
S. and L. Led S. and L. po 
and U.K. and U, 
Total Subsidiaries Subsidiaries Subsidiaries Deiere Total 


£ É £ 
46,167,000 10,307,000 — 35,850,000 Purchased raw matertals, fuel and power s ee xs .. 43,671,000 10,285,000 53,956,000 
28,579,000 2,706,000 25,873,000 Wages, salaries and national Insurance. .. i 2 .. 28,441,000 3,090,000 31,531,000 
14,070,000 968,000 13,102,000 Manufacturing and general expenses is . i x .. 15,234,000 958,000 16,192,000 
8,920,000 .376,000 | 8,614,000 Delivery charges Ss T P» Ge 8,872,000 . 333,00 9,205,000 
giele to Directors of parent company: 


> 9 * 
» 














17,000 — 17,000 e 17,000 — . 17,000 
127,000 4,000 123,000 Other remuneration, including contributions to pension fund. n 121,000 4,000 125,000 
5,000 -— 5,000 Pensions to retired Directors .. Si 7 dë T 5,000 — 5,000 
899,000 123,000 .776,000 Employees’ benefic fund and pension funds i e" sä as 1,272,000 134,000 1,406,000 
2,544,000 224,000 | 2,320,000 Depreciation ese as. s. 2,537,000 270,000 - 2,807,000 
447,000 — 447,000 Interest on Loan Stock Capital an ae ed aa ef s. 450,000 — ` 450,900 
101,845,000 14,706,000 87,137,000 100,620,000 15,074,000 115,694,000 
3,614,000 1,017,000 2,597,000 Lass: Increase In manufactured stocks .. ge m ii - 3,869,000 + 45,000 3,824,000 
£98,231,000 £13,691,000 1£84,540,000 £96,751,000 £15,119,000 £111,870,000 





UNEL KINGDOM TAXATION 
The charge for United Kingdom taxation includes any United Kingdom taxes payable on the dividends recelvable from overseas subsidiary companies. 


FIXED ASSETS REPLACEMENT RESERVE 
The allocation of £2,000,000 ee £2,000,000) from U.K. soli to Fixed Assets Replacement Reserva covers additlónal depreciation for the year, 
calculated to cake account of EE since the U.K. fixed assets were acquired or installod, snd also the reduction In taxation due to 
pai pal Allowances £105, OU (1956 ,000). The £240,000 (1956 £86,000) shown under overseas subsidiaries is the parent company 's share of 

eir allocation. 
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Complex Tax Structure 


AR R. ASHTON HAMLYN, 0.3.8, F.C.A., 
chairman of The Law Debenture Corporation 
Ltd, draws attention in his statement with the 
accounts this year to ‘a most unsatisfactory feature of 
present-day corporate taxation which narrows the 
scope of your Corporation’s investment policy’. 
- Mr Hamlyn illustrates his point with two examples. 
Under the heading of ‘Revenue to be distributed’, 
he shows the effect of taxation on {100 interest on 
loan capital and {100 income from preference or 
ordinary shares of United Kingdom companies. The 
‘£100 interest will be reduced to {37:1 net interest 
available for distribution, by {20-4 for profits tax 
and {42:5 for income tax. The Zant net will be 
equivalent to gross interest of £64°5. 

The /1oo income from shares will be reduced to 
net income available for distribution by profits tax, 
nil, and /42:5 income tax. And the /57:5 net income 
will be equivalent to {100 gross. 


As Mr Hamlyn says, the incidence of profits tax ^ 


depends to quite a considerable extent on the class of 
investment. Interest on Government and all other loan 
stocks has to bear profits tax in the company’s hands. 
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Preference and ordinary dividends from companies in 
this country do not. On the other hand, dividends 
from foreign companies are subject to profits tax. 

He hopes that some reform of our complex tax 
structure will soon be forthcoming following the 
report of the Royal Commission on the Taxation of 
Profits and Income. 


Over 70 Exception 


KNOWLEDGE of the exceptions puts one a 

length ahead of the man who only knows the 
rule and we set down for readers’ note-books an 
announcement recently issued by the directors of the 
Ely Brewery Co Ltd. 

They express their regret that in the report issued 
last month, they reported the resignation from the 
board of Mr R. C. Long, one of the directors nomin- 
ated by the debenture stock trustees. 

"Ihe provisions of the Companies Act, 1948, 
relating to the vacation of office by directors who had 
attained the age of 70,’ the announcement states, ‘have 
been found not to apply in the case of Mr Long and 
therefore Mr R. C. Long remains in office.’ 


CITY NOTES 


HERE is no respite for the stock-markets. 
Although selling pressure in the industrial equity 
sections remains light there is at present little or no 
encouragement for fresh support and consequently 
there is a down-drift in prices accelerated from time 
to time by the impact of outside events. 
This week the renewal of Middle East uncertainty 
was the cause of distinct market depression. The over- 
riding consideration, however, continues to be -the 


economic situation, and statements by the Chancellor.. 


and by the Governor of the Bank of England have not 
been calculated to foster the view that the home 
economy is to obtain any early release from credit 
restrictions. 

News of mounting unemployment in the United 
States has been added to recent comment that the 
American business recession may be deeper and more 
prolonged than generally anticipated. 

Even the gilt-ed market has been unable to 
maintain the pace of its recent recovery and the onset 
of new issues in the market is influencing turnover. 
The Treasury’s surprise £300 million 54 per cent 
Funding passed off without hitch. Now the market is 
facing the £16 million Australian conversion operation. 

Industrial company. news has been reasonably 
satisfactory but the City is now more keenly con- 
cerned with current year prospects rather than with 
past year results, 


Josmua TETLEY & SON 


We apologize to the board of Joshua Tetley & Son 
Ltd for referring to their company last week as 
Joshua Tetley & Co Ltd. The error is regretted. - .- 


RATES AND PRICES 
Closing prices, Wednesday, February 19th, 1958 


Bank Rate 
Mar. 11, 1952 14 Feb. 1955 4196 
Sept. 17, 1953 3 d Feb. 16, 1956 5176 
May 13, 1954 $3 Feb. 7, 1957 5% 
Jan. 27, 1955 33% Sept. 19, 1957 7% 
i Treasury Bills 
Dec. 13 69s r'2ıd% Jan. 17 £6 ss 10:33d 94 
Dec. 20 6 8s 994d% Jan. 24 6 6s 6'56d% 
Dec. 27 67: 5'gid?5 Jan. 31 6 21 6° Rods, 
Jan. 3 £6 ós 6-y0d% Feb. 7 6 18 3:29d9) 
Jan. 10 £6 6s 7-25d% Feb. 14 £6 os 10°56d% 
Money Rates 

Day to day ui P Bank Bills 

da si95 2 months 61—6 i 9, 
Fine Trade Bills 4 months 64-6 & 95 

4 months og -895 4 months 61-6 95 

4 months 4 BY, 6 months 61-6195 

6 months 71-8195 

Foreign Exchanges 
New York 2:811- H Frankfurt n7 
Montreal 2776 fe Milan 1748 —} 
Amsterdam 10°63 Oslo 20:011—$ 
Brussels 139:621—671 Paris Bn 
Copenhagen 19°35 Zurich 12°28 
Gilt-edged 

Consols 24% ii Funding 4% 60-90 89 
Consols 4.9 ” Savings 24% 64-07 79 
War Loan 34% Sr, avings 3% 55-65 86 
Conversion 3195 641 Savings 3% 60-70 767yx.d. 
Conv'n. 3 of 196982 jyx.d. | Savings 3% 65-75 70i 
Exchq’r 5 ci Mae 99dix.d. Treasury 2¢% ` 47% 
Funding : 3% 6 8o ‘Treasury 34% 77-80 73% 
Funding 3% ie 79b ‘Treasy.34% 79-81 72b 
Funding 34% 99-04 - & Victory 495. |. - gu 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Creditors' Voluntary Liquidation 
Sir, ~ When it is decided to pay a first and final 
dividend to unsecured creditors, is it necessary for 
the liquidator to supply each unsecured creditor with 
a statement of accounts and a form of receipt for 
dividends in the same way as a trustee is obliged to 
do in the case of bankruptcy? 

Yours faithfully, 
LIQUIDATOR. 


[While there appears to be no compulsion upon a 
liquidator when paying a dividend in a creditors’ 
voluntary winding-up to send with it a statement of 
account or a form of receipt, it seems that it is desirable 
to do so and that failure to send a statement of account 
would be likely to call forth inquiries which the 
liquidator might be obliged to answer. — Editor.] 


CARBS and Tax Saving 


Sir, - In the report you gave of the CARBS Brains 

Trust (February 8th issue), Mr Snowden states. 

' ‘that the premium paid will be treated as a deduction 
from income, the effect being a saving of the 
income tax.and surtax on the premium paid'. 

That conclusion is not correct for the vast majority, 
since the amount of the premium to rank as saving 
is reduced, by reason of earned income relief, by 
two-ninths in some cases or by one-ninth in others. 

Yours faithfully 


London, WC2. R. SPROULL (Senior). 


Work Study 


Sm, -Mr Beard’s article on work study, which 
appeared in your issue of February 1st, is interesting, 
but a number of the points he raises require serious 
consideration. 

He makes a plea for every accountant to become 
his own work study engineer, not only in purely 
clerical operations but in setting eg 
standards in factories in preparation for standard 
costing. It must be conceded that the practice of 
work study is not beyond the capacity of many 
qualified accountants, but the techniques are of 
necessity not nearly as simple as may appear, especially 
when they are applied in varying types of industry. 
It should be realized, too, that the fixing of accurate 
standards is just as important in the small factory as 
in the large organization. 

The close study of the three B.I.M. booklets, good 
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as they are, is not sufficient to ensure the proper 

ractice of work study in any or all of its aspects. 
DE shows that its practitioner must be care- 
fully selected for personality and character of a 
particular kind and well trained in what is a complex 
subject requiring full-time attention if high-quality 
workmanship is to be achieved. 

Mr Beard refers to statistical methods as a short- 
cut means of ‘engineering’ standards. Statistical 
methods are a well-known tool of the work study 
engineer and are useful in certain situations, but it 
is quite erroneous to regard these methods as a 
panacea which solves the problem of fixing standards 
overnight. 

With regard to the criticisms of work study quoted 
by Mr Beard, he should not be too impressed by 
them. Such statements are inevitable with a subject 
which is comparatively new and has had a hard 
struggle against prejudice. The test surely is that it 
has thrived despite opposition and must therefore be 
fulfilling a useful purpose. 

In conclusion, it is argued that a considerable body 
of knowledge and experience has been developed by 
work study engineers over the years which has been 
successfully applied in a number of industries. The 
accountant in entering this field is faced with two 
possibilities: either to make use of responsible and 
skilled work study engineers or to attempt to do the 
work himself. In the latter case he must be sure that 
he is very knowledgeable and thoroughly trained in 
the subject in all its aspects and not merely in a 
simple branch of statistical method. 

Yours very truly, 
J. G. LANDGREBE, 


Ascot, Berks. 
i M.B.I.M. 


Sm, - The interesting article on "Work study’, by 


Mr F. G. Beard, in your issue of February rst, 1958, 
leaves room for disagreement with the methods there 
suggested for establishing (and maintaining consist- 
ency of) work standards. The article does, however, 
refer to a crucial aspect of production management 
with which shop progress-chasers are all too familiar, 
but.to which writers on management accounting 
devote less attention. Mr Beard states that: 


‘Anyone who has taken the trouble to study causes 
of labour inefficiency will know that the bulk of in- 
efficiency encountered both on the factory floor and 
in the office is not due to the excessive time taken to 
perform the operations themselves, but to the time 
wasted between operations; in other words, lack of 
continuity of effort throughout the day.' 


We are all familiar with the most commonly 
encountered method of work-flow organization. In 
the office, as on the shop floor, batches of work are 
built up, are processed in batch multiples, split up, 
and reassembled according to the requirements of the 
succeeding process. Where a variety of tasks is per- 
formed at the same work centre, processing capacity 
may be reduced by the time required for machine 


set-up changes of yarying complexity. This capacity 
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loss is minimized. by grouping batches that require 
related tooling or material. 

Examination of the resulting pattern of work-flow 
dios. four successive interval stages preceding the 
performance of operations on a unit of work (it may 
be a letter waiting to be typed, or a piece of metal 


| waiting to be machined). 


- T M EEN Ee A 


(1) Awaiting batching with related units. 

: (2) Batch waiting to be passed to processing centre. 

(3) Batch waiting for processing. 

(4) Unit in batch awaiting its processing turn. 

The cycle is repeated where a completed batch has 
to await inspection, counting, checking; it is repeated 
again when rejections have to be re-processed. While 
machine capacity may be closely related to unit pro- 
cessing time requirements, those times are normally 
a very small proportion of the intervals. 

The literature on techniques of management con- 
trol (including work study) 1s largely devoted to study 
of techniques for measuring costs and durations of 
processes. Less attention appears to be paid to the 
study of control of tntervals een work, which may 
be termed ‘delay study’. Yet a large proportion of 
excess costs arise out of attempts or failures to over- 
come delays, out of sudden rushes, last-minute over- 
time arrangements, shortages leading to assembly 
department inefficiencies, and other performance 
variances which may manifest themselves long after 
the delays responsible therefor have taken place. Talk 
to any production controller of an organization 
engaged on the batch production of a fairly complex 
product, and you will come to the conclusion that he 
1$ concerned not so much with production planning 
(which may be basically straightforward), as with 


- delay adjustment, 


Once the importance of delays is recognized, 
“Management accounting’ emerges in a new dimen- 
sion: that of pattern control. 
- There is little doubt that the cost of uncontrolled 
pattern disturbances may greatly exceed the value of 
the elements that caused them. Cost reports on scrap- 
pages give little, if any, indication of the dislocation 


caused by them. The switching over of a machine - 


from a planned job to a stop-gap one may not result 
in any immediate and obvious excess costs at all, even 
though the risks of the production line and stock 
position being thrown out of balance may be im- 
measurably increased. The price paid in terms of 
customer dissatisfaction, excess stock protection, re- 
scheduling effort, short-run set-ups, management 
attention, and organizational effort will be real, yet 
there is little reference in the literature to methods 
for relating these effects to their earlier causes of 
disturbed operation patterns, 

The severity of pattern disturbances, evidenced by 
the frequency and severity of delay adjustments, is an 
indication of unsolved structural. and organizational 
problems that affect the running of a business. 

Operational research techniques, and the use of 
electronic computers, may be of help in framing the 
operation plan, and in deciding on an optimum allo- 
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cation of resources. Only strict interval coritrol can 
ensure adherence to the programme. 

-- Unfortunately, while operating time standards, 
once determined, are relatively stable, the production 
plan pattern may have to be redesigned every month. 
As departures from it will affect saleable output, some 
method of delay control and reporting is required. 
Delay indices may be of help. Assuming an ‘ideal’ 
scheduling operation has been carried out, we may 
derive profit from a review of methodically recorded 
and classified departures from scheduled intervals. 

For the purpose of such a record we shall only be 
concerned with adverse progress delays. Assuming an 
efficient machine loading section exists, they will 
normally make it their business to switch another job 
into the position vacated by*the delayed one. The 
replacement job will thus be completed ahead of 
schedule. The substitution will minimize operator 
and machine idle time, but the early arrival in stores 
may have little else to recommend it. Other progress 
anticipations, such as those made in response to 
‘urgent’ customer requirements, may leave behind 
them a trail of delays that should not be forgotten 
among the congratulations exchanged when the 
urgent job has been successfully bulldozered through 
the programme. 

A ‘standard departmental delay allowance’ may be 
established, expressed in multiples of loaded depart- 
mental hours. The adverse delays that are compared 
with it can arise through: 

(1) External demand changes. | 

(2) External supply breakdowris. ` 

(3) Internal supply difficulties, The classification of 

ese will largely corréspond to the familiar 
headings adopted for recording operator or 
machine waiting time. 

An index based on a comparison of actual delays 
with standard delay allowances should give a useful 
indication of the effectiveness of sales ferecasting, an 
of purchasing and production management. The 
effectiveness of expenditure incurred to minimize 
delays may be measured by reference to the index on 
the one hand, and to changes in the variances (in- 
cluding overtime premia) thrown up by the standard 
cost accounts on the other. 

The experiences of any of your readers with 
approaches of this sort would be of interest. 

Yours faithfully, 
M: BUD, 
Secr etary; 
ENGLISH NUMBERING MACHINES LTD. 
Enfield, Middx. 


Mechanized Control of Debtors 


Sir, — Your contributor, Mr R. J. Benson (February 
8th issue), was good enough to refer to my article in 
your issue of January 4th, in which I described a 
method of producing monthly detailed debtors fróm 

mechanized and copy-board sales ledgers. The 
method involved some degree of script annotation 
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on the ledger cards and was considered to be of 
fairly general application. Mr Benson's article has 
usefully shown how, on a particular class of machine, 
the same results may be obtained without ledger 
annotations, and there are circumstances, particularly 
with larger organizations, where this fully-mechanized 
method will be preferred. 

In the example given, the debtor is shown to have 
paid his accounts in date order — an ideal performance; 
but the method presumably provides for debtors' 
appropriations. Under the method I described, 
debtors' appropriations were entered in cipher direct 
on to the ledger card. Posting was a normal, fast 
operation; and it was not until the end of the month 
that the operator became concerned with 
analysis, When preparing her monthly detailed 
debtors’ list, she scanned the ledger for uncleared 
debits, extracted them into the age columns, and 
balanced to the total balance on the account. 

Under both methods the debtor's appropriation 
first has to be verified with the ledger, but with Mr 
Benson's method it also has to be coded on to the 
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receipt stub or posting medium, Unless the organiza- 
tion is already geared to full data-processing, this 
means extra work. Secondly, the line-by-line mechani- 
cal age analysis inevitably adds considerably to the 
posting time. 

My method is admittedly a cross between 
mechanized and manual accounting, but like many 
crossbreeds, it is a hardy animal, and can be highly 
practical, especially for the smaller organization 
where machine time is precious. 

The appearance of the age-analysis on the 
customers’ statements is, as my article indicated, 
a matter of policy, and Mr Benson mentions one of 
the several reasons against this practice, which, 
under both methods, is optional. The important 
point is, that under both methods, the preparation of 
monthly detailed debtors is securely locked to an 
essential accounting function, i.e. the insertion of 
opening balances on customers’ statements, and the 
policy matter becomes irrelevant. 


Yours faithfully, 
Shirley, Surrey. R. T 


MANAGEMENT ACCOUNTING CONFERENCE 


A week-end conference held _by The Liverpool Society 
of Chartered Accountants in co-operation with 'l'he 
Merseyside Productivity Association, at Chester, from 
February 7th to oth, was briefly referred to in our last 
issue. Mr Cecil C. Taylor, F.c.a., President of the 
Liverpool Society, presided, and an address of wel- 
come to over one hundred representattves, among 
whom were a substantial number of business executives 
who were not accountants, was given by Sir Geoffrey 
Summers, Bt., C.B.E. 

Four papers were presented, and the speakers were 
Mr V. R. Anderson, A.C.A., director, Caer Rhun Hall 
Accountancy Tutorial Establishment, Conway, North 
Wales, on “The purpose of management accounting’; 
Mr R. Warwick Dobson, C.A., F.C.W.A., group financial 
controller, B. Elliott & Co Ltd, of London, on ‘Figures 
for cost reduction’; Mr E. H. Davison, A.C.A., chief 
accountant, Courtaulds Ltd, on "T'he use of accounting 
ratios’; and Mr B. A. Maynard, M.A., F.C.A., A.C.W.A., 
partner, Messrs Cooper Brothers & Co, London, on 
‘A close study of the installation of management 
accounting’, Mr Maynard's paper is reproduced else- 
where in this issue. 


Efficiency of Business Management 


Mr Anderson, in his paper, said that the standard of 
living in Britain depended to an immeasurable degree 
on the efficiency of business management at all levels 
and on the unstinted efforts and co-operation of all 
those engaged in business. A sense of working to a 
common end for the benefit of the entire community 
was essential. It was within the power of accountants 
to help to remove some of the distrust which existed 
between management and men. 

The purpose of management accounting, he said, 
was to assist management in its tasks of planning, 
measuring and interpreting results and to help manage- 


ment to use the past RUE in order to Probe thig : 


future. 


Accounting Ratios 

Speaking on "Ihe use of accounting ratios’, Mr 
Davison emphasized that the proper use of accounting 
figures can make a most significant contribution to 
good management; selection of the right figures was 
of paramount importance since it was likely that 
managers in general were receiving and attempting to 
digest more figures than were necessary for their 
purpose. 


Mr R. Warwick Dobson, who spoke on 'Figures for 


cost reduction', said that primary regard must be given 
to controlling expenditure on materials, labour, sup- 
plied services, property, and all manner of equipment, 
in order that waste under any of these heads can be 
promptly located and arrested. A lecture on 'Figures 
for cost reduction', by Mr Dobson, appeared in The 
Accountant of November 23rd and 3oth, 1957. 


Human Relations 


The conference concluded with a short address by 
Mr H. Macdonald Steward, M.P., J.P., chairman of the 
Merseyside Productivity Association, who said that in 
recent years we had seen management accounting 
‘spreading its wings’, and being welcomed by those in 
the sphere of operational management. He said that he 
fully appreciated the difficulties with which account- 
ants might have to contend in implementing efficient 
systems of accounting control, especially when they 
had to deal with resistance from those who ‘seek to 
maintain the status quo; in those cases the importance 
of tact and an understanding of human relations was 
most important because the job of the management 
accountant was to make an ordered judgement of 
events. Mr Steward felt that there was still an enormous 
gulf in human relations in industry and that the tech- 
niques of management accounting as a means of reliable 
communication could do much to bridge this gulf and 
improve the flow of correct information to those who 
could utilize it for the common good. 


et 
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For Students 


BANKRUPTCY LAW 
The Bankrupt’s Landlord 


‘Che bankrupt's landlord is in a somewhat favoured 
position in bankruptcy, and the effect of this is that 
whilst he does not rank as a preferential creditor (e.g. 
with income tax, rates, wages), he is often treated as 
such in practice. 

His favoured position arises from the fact that whilst 
he may, if he so wishes, prove for rent due as an 


ordinary unsecured creditor, he is entitled to distrain — 


for rent. 

If the levy for rent is made before the commencement 
of the bankruptcy, there is no special time limit 
imposed in respect of the rent for which he may claim. 

If the levy is made after the commencement of the 
bankruptcy, however, it is available only in respect of 
six months' rent accrued and due prior to the date of 
adjudication. It is not available in respect of any 
period after the date of the levy, for there is normally 
no power to distrain for future debts. 

The trustee will be personally liable for all rent in 
respect of the period after the date of the adjudication, 
and the landlord may levy distraint.for this rent at 
any time after it has become due for payment. 

The landlord may find that in certain circumstances 
his own rights are restricted by earlier or over-riding 
claims. If the landlord levies distraint and finds that 
the sheriff is already in possession under an execution 
order, the landlord cannot exercise his right of distress 
but is entitled to a first claim on the proceeds of the 
execution up to an amount not exceeding twelve 
nionths’ rent. (This period is reduced to six months 
when the landlord's claim is made after the commence- 
ment of the bankruptcy.) 

The landlord's claim may also be restricted where 
the assets remaining are insufficient to meet the claims 
of preferential creditors. In this case, the landlord may 
be required to refund to the trustee the proceeds of 
any distress levied within the three months preceding 
the date of the receiving order, in so far as these pro- 
ceeds are required to pay preferential debts. In such a 
case, however, the landlord who is thereby deprived 
of any proceeds of distraint stands in the shoes of a 
preferential creditor. 

The foregoing is only a brief summary of the laws 
affecting a landlord's claim for rent in bankruptcy, but 





Capital accounts: £ Z 

Bell wd eis T " 15,000 
Book .. 5,000 
Candle .. 2,000 

22,000 

Loan account — Bell 5,000 

Sundry creditors 3,000 

£30,000 





The partners shared profits and losses, Bell: Book: Candle: 


it should suffice to explain why, when the asseta are 
sufficient to meet the preferential debts, the landlord 
is paid before other unsecured creditors. The threat of 
distraint will usually be sufficient for the trustee to 
meet the landlord’s demands. 


H.M.S.O. PUBLICATIONS 
Factory Acts 


Although not within the syllabus of the professional 
accountancy examinations, the student accountant — 
and particularly the one who envisages a career in 
industry - would be well advised to acquaint himself 
with the main provisions of the Factory Acts, 1937 
and 1948. 

These Acts are somewhat voluminous. The 1937 
Act runs to 160 sections and has four schedules. The 
1948 Act contains sixteen sections and three schedules. 

The Stationery Office has published, however, A 
Short Guide to the Factory Acts, 1937 and 1948 (price 
6d net), and in this sixteen-page booklet are set out 
the main provisions. which must be observed in all 
factories. These provisions range from matters of 
health (e.g. cleanliness, overcrowding, temperature) 
to safety (e.g. fencing, new machines, protection of 
eyes), and also deal with the conditions which must be 
observed if women and young persons are employed. 

Attached to the Ministry of Labour and National 
Service are a staff of H.M. Factory Inspectors, whose 
duty it is to tour factories and ensure that the regula- 
tions are being complied with. Normally H.M. 
Factory Inspectors carry out their duties with an air 
of co-operation and their policy is to advise manage- 
ment and not to prosecute them for non-compliance. 
Where, however, management shows itself to be 
apathetic or intractable in these matters, H.M. 
Factory Inspectors have power to, and in fact often 
do, institute proceedings against those concerned. 


PARTNERSHIP LAW 


Worked Example of Interim Distribution 
on Realization 
Question 


The following shows the balance sheet of Bell, Book 
& Candle on June 3oth, 1957, on which date it was 
decided to liquidate the partnership: 


£ 
Freehold premises 10,000 
Machinery 5,780 
Stock du ET 6,230 
Sundry debtors .. 4,120 
Cash at bank 3,870 
£30,000 





:4:3:2. The machinery was taken over by Bell 


on July ist, 1957, for 45,000. On July 15th the stock was sold, realizing £4,230. On July 2oth the goodwill. was 
sold for £5,000. Amounts collected from debtors to July 30th totalled £2,936, on which date the creditors were 
$ 
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paid in full, as was Bell’s loan account, on which it 
was agreed that no interest was payable after J une 30th, 
1957. 

The balance of cash was paid to the partners. on 
July 30th, 1957, in such proportions as to ensure no 
possibility of an overpayment to any one partner. 

On August 25th, 1957, the premises were sold for 
£12,500 SS and by September goth, 1957, a further 











Answer de , NOTIONAL REALIZATION ACCOUNT — JULY 30TH, 1957 
Freehold premises we ees oe 10,000 Bell (machinery) s jur so tes 5,000 
Machinery kä e Sie ds 5,780 Cash (stock) .. ex Vu. + ache tede 4,230 M 
Stock ei id m -— se 6,230 » (goodwill) dës T EEN 5,000 
Sundry debtors `.. = wu ».^ 120 » (debtors) ^ .. D $i .. 2,936 
26,130 | | 17,166 
E noon loss divided: A we 
e T = pu 59 
Book T Gë = ee 
Candle e a s y. "n -1,992 SÉ e^ d 
£26,130 £26,130 
FINAL EN ee SEPTEMBER 30TH, 1957 | 
£ E - £ 
Sundry assets (as above) | e: 26,130 Cub OM (as above) ds 17,166 
Profit on cp upon add £ Cash (premises) së pi 2s 12,500 
Bell , .. 2,356 (debtors) T EX x3 1,765 
Book vA ee he .» 41,767 
Candle .. jo m e 1,178 
—— 5,301 
£31,431 £31,431 
CASH ACCOUNT 
£ | £ 
. July 1 Balance du cdi Së 3,870 July 30 Sundry creditors .. vs 3,000 
15 Stock .. a x Ka 4,230 30 Bell - Joan account ET 5,000 
20 Goodwill Sg es 5,000 50 Bell E 25 ri 6,016 
30 Sundry debtors ` "m "A 2,936 40 Book ks ci M 2,012 
50 Candle 24 ; is 8 
| £16,036 £16,036 
£ £ 
Aug. 25 Premises ge js 12,500 Sept. 30 Bell a vs Ps 6,340 
Sept. 30 Sundry debtors Se Kä 1,765 i 30 Book e us OF 4,755 
40 Candle s ek ES 3,170 
£14,265. 





sum of £1,765 had been received from debtors in 
final settlement of outstanding debts. The remaining 
cash. was paid to the partners on September 3oth, 
1957- 

You are required to show the realization, capital and 
cash accounts of the partnership from July rst to 
September 3oth, together with your calculations show- 
ing the division of the interim EES on July 3oth. 























£14,265 


PARTNERS’ CAPITAL ACCOUNTS 


Bell Book Candle 
July 1 Realization account £ £ £ 


. (machinery) .. 5,009 
July 30 Cash. s .. 6,016 2,012 8 
Sept. 30 Cash Se .. 6,340 4,4755 3,170 











£17,356 £6,767 £3,178 


A Re 6 


The calculation for the division of the interim distribution on July 3oth is as follows: 


July 1 Balance of ca accounts 
i Machinery s over by Bell 


30 Notional loss on realization 
3o Cash Sa a m T 


Bell Book Candle 

$ £ £. 

July 1 Balances 15,000 5,000 2,000 
Sept. 30 Profit on realization 4,356 1,767 1,178 











£17,356 £6,767 £3,178 























Book Candle 
£ £ £ 
15,000 5,000 2,000 
5,000 — — 
10,000 5,000 2,000 
3,984 2,988 1,994 
£6,016 £2,012 £8 
WEE i EE lt 


` DH 
um pr 
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In Parliament 
STAMPED RECEIPTS 


Lord Silken rose to ask Her Majesty’s Government 
what is the estimated loss of revenue to the Exchequer 
by the growing practice not to give stamped receipts for 
sums of £2 and over, and what action (if any) Her 
Majesty's Government propose to take to prevent this 
loss of revenue. The noble lord said: 

My lords... On December roth I had a question 
down on this subject and afterwards a number of noble 
lords from all sides of the House spoke to me about it 
and indicated that they were not entirely satisfied with 
the answers. I thought it right, therefore, to raise this 
matter again. T'he question as it stands is a simple one: 
I am asking what is the loss of revenue through people 
no longer giving 2d stamps on receipts. I do not know 
whether the Government will be able to give me a 
figure today — probably not. We can all make our own 
guess, and I would say that the loss to the Revenue runs 
into several millions of pounds. I take it that the 
Government would not willingly sacrifice at the present 
time a loss of revenue running into that kind of 
figure. . . . 

The position is quite simple. Under Section ror of 
the Stamp Act, 1891, every person who receives a sum 
of £,2 or upwards is required to give a stamped receipt. 
The Stamp Act, 189r, is still in force; the law has not 
been changed, except possibly by implication under 
the Cheques Act, 1957, which came into operation last 
October. I say ‘possibly by implication’ because the 
position is by no means clear. The Cheques Act 
provides that: 

‘An unendorsed cheque which appears to have been 
paid by the banker on whom it is drawn is evidence of 
the receipt by the payee of the sum payable by the cheque.’ 

Therefore, a person who does not give a receipt would 
have some cover in that provision. It is rather odd that 
that fact should not have been foreseen at the time and 
adequately dealt with so that there could be no possible 
doubt that the law has not been changed, and that the 
fact that an unendorsed cheque is evidence of payment 
will not absolve people from giving stamped receipts 
as they did heretofore. There has been a loss of revenue 
hg: we can ill afford — whether it is for a large sum 

a small sum — and this loss has been the indirect 
nauli of the passing of-the Cheques Act. It was not 
contemplated by most of us, and if it had been in- 
tended to change the law as regards receipts then it 
should have been done in terms and not in this indirect 
manner. 

Y wish to say a few words on another aspect of the 
matter altogether, and that is the effect on small people 
who keep their own accounts — those who pay out 
perhaps a dozen cheques a week; who have no auditors 
or accountants, except for the purpose of preparing 
their annual accounts for the year, and who have other- 
wise to keep their own records. 'T'he inconvenience to 
them has been quite considerable. People have adopted 
all kinds of devices and methods for not giving receipts. 
Some do not give receipts at all, and in such cases a 
person who pays by cheque is in some difficulty. He 
has no means of knowing whether the cheque has duly 
reached the person to whom it was paid, except after 
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some interval or if he gets a second statement for the 
amount. When he does get the statement, if it has been 
paid he has no receipt and has to rely on the cheque 
itself which, on the face of it, is evidence that some 
sum has been paid. But that has to be related to the 
statement itself, and involves the payee in considerable 
labour in sorting out these cheques and attaching them 
to the statements. Generally, it is a matter of consider- 
able inconvenience. 

I have brought along half,a dozen of the latest 
receipts I have had, none of them stamped. Some 
people have just put, ‘Received with thanks’ — these 
are quite reputable concerns. Another has a special 
form of receipt; the next one the same; the next one 
has nothing -it just returns the account. Another 
simply returns the account, and another one says 
*Settled'. All that is most unsatisfactory. I realize that 
the noble Marquess who is to reply may say that those 
who acknowledge that the amount has been paid 
should, by law, have put on a 2d stamp. I do not think 
they are trying to evade the law. But is one to accept 
the situation or report them all to the Inland Revenue? 
The object of my question is to get a clear and un- 
equivocal statement as to what the position is. Are the 
noble Marquess and the Government turning a blind 
eye to the absence on receipts of 2d stamps? Are they 
accepting the position? If so, I submit that they ought 
to regularize it by legislation and not leave it to impli- 
cation or to a statement in this House. I hope that we 
may have some satisfaction in this matter today, which 
we did not have on the occasion of the last question. 

Lord Jessell: My lords, I rise to make only a brief 
intervention because as the sponsor in your lordships' 
House of the Cheques Act, 1957, I wish to make it quite 
clear that I have no sense of guilt in respect of the loss 
of revenue to Her Majesty’s Government which is 
arising now from the growing practice of firms not to 
give stamped receipts. The fact is that the Cheques 
Act, 1957, is not in itself responsible for this practice 
of not giving stamped receipts. Since 1880, as a result 
of the decisión in the case of Egg v. Barnett, traders 
could have adopted exactly the same course in regard 
to endorsed cheques — and then all cheques had to be 
endorsed by the payee — as is now being done by traders 
in respect of unendorsed cheques; and today the bulk 
of cheques in circulation are unendorsed. . . 

I quite appreciate that no Government likes losing 
a source of revenue, because obviously it has to find 
another source of revenue to make up for the loss. In 
this case, however, I hope that Her Majesty’s Govern- 
ment will allow this particular loss to continue, because 
it is more than compensated for by the great decrease 
in unproductive work in industry, shops, commerce 
and the banks. . . . 

Lord Conesford: . .. An endorsed cheque was 
always evidence of receipt and the Cheques Act most 
reasonably provided that, when endorsement was no 
longer necessary, then the unendorsed cheque would 
have the same effect as the endorsed cheque had 
hitherto had. That is as I understand the law to be, and 
therefore the Cheques Act has nothing whatever to do 
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with this change in practice on the part of traders. The 
law regarding receipts has not been changed in any way. 

Many of us have been placed in a difficulty by the 
problems put to us by firms and companies with whom 
we have long dealt, who wish to be spared a good deal 
of trouble and expense by not putting on stamps which 
they were not bound to put on and by not involving 
themselves in unnecessary correspondence. The thing 
that astonishes me most about 80 many of these com- 
panies is that, while they have seen an advantage in 
saving themselves some trouble, they have not hesi- 
tated to give the customer quite a lot of trouble. . . . 

The Marquess of Lansdowne: My lords, I will 
address myself straight off to the question of the noble 
lord, Lord Silkin, without referring to the other 
questions which I will endeavour to answer later. This 
matter was raised on December roth by the noble lord 
by a question in similar terms, and on that ocasion I 
said that it was anticipated that at the time of the 
coming into force of the Cheques Act there would be 
a certain loss of revenue. The noble lord, Lord Silkin, 
said that he wondered what that loss of revenue might 
be ~ could it be in the order of {£50 million? Well, I 
can assure the-noble lord that it is nowhere near in the 
order of so million; but it is of the order of £5 million. 
The figures that I have been able to obtain for 1956-57 
are that this source of revenue yields a figure in the 
neighbourhood of £5 million; and to the best of my 
knowledge that is the highest figure that has ever been 
obtained from this particular source of revenue. So 
much for that part of the noble lord's question. 

As regards the second part of the question, quite 
Biere: as the noble lord realizes, [ cannot anticipate 
anything that my right honourable friend the Chancel- 
lor of the Exchequer is likely to put into his Budget 
statement. The noble lord, Lord Silkin, reaffirmed that 
the Stamp Act has not in any way been changed, and 
I think perhaps there was some slight misunderstand- 
ing — I wrote down the words the noble lord used. He 
said that perhaps, possibly by implication, there had 
been a suggestion of change. Well of course, there is 
no change whatsoever, as I said before, either by impli- 
cation or in any other way. It is simply that traders have 
discovered how the law stands and how the law has, in 
fact, stood — not since 1880, as I think Lord Jessel said, 
but since 1800; so that for 158 years the law has been 
exactly the same. 

Aa regards the effect on the small people, I fully 
appreciate the point made by the noble lord. Like him, 
] myself have had a degree of inconvenience as a result 
of the passing of the Cheques Act. Though.the Act 
should not have brought this result, it has done so and 
we accept the fact. I suggest to the noble lord and 
others who have suffered inconvenience, that they 
should adopt the suggestion of the noble lord, Lord 
Lucas of Chilworth. It is perfectly simple, and surely 
no. great inconvenience to write on a. bill that you 
require a receipt. Only two words are needed: ‘Receipt 
required’, The moment those two words have been 
written you are entitled -by law.to à stamped receipt, 
and that is the end of all the trouble.. Surely there is no 
great inconvenience in writing - two words -on the 
bottom of a bill. A trader is then obliged by law to 
supply a stamped receipt. There is, therefore, no 
question of a blind eye being cast upon this practice, 
for the situation has not changed. ies is exactly thé same 
as it was before. 

Lord Silkin: My lords, there are these. receipts.. 


THE 
ACCOUNTANT 


February 22nd, 1958 


The Marquess of Lansdowne: My lords, it is a little 
dificult exactly to defne the law about what is and 
what is not an official receipt, and I should be risking 
getting into difficult legal complications if I attempted 
to do so. My own view would be that the impressed 
acknowledgment would, in fact, call for a 2d stamp; and 
really the noble lord, Lord Jessell, is under an obliga- 
tion to report this to the Commissioners of Inland 
Revenue. . . 

I hope that I have been able to dispel some o£ 
the confusion, for I feel that there is no reason what- 
soever for it. I believe that it has been rather exag- 
gerated by articles in the Press which have now made 
the issue sound rather more complicated than in fact 
it is. But the receipt position is exactly the same as 
before. 

Earl Attlee: My lords, I doubt whether any of our. 
local traders read the report of our proceedings. 

The Marquess of Lansdowne: My lords, perhaps 
in this case it is a great pity they do not. . . . 

Lord Rea: My lords, may I ask the noble earl one 
more question. I understood him to say to the noble 
lord, Lord Jessel, that if he had some indication that 
payment had been made it was more or less a public 
duty, in theory, to report to the Commissioners of 
Inland Revenue that payment of 2d had been evaded. 
If that amount has been evaded, surely it is up to the 
Commissioners of Inland Revenue to take steps to see 
that it is not missed, rather than leave it to public- 
minded members of the general public. Is there any 
substance in that point? Can the noble Marquess help? 

The Marquess of Lansdowne: My lords, I really do 
not think there is any substance in the point. The 
obligation is purely a legal one: if a trader sends an 
unstamped receipt we are all under a legal obligation 
to. report that fact to the Commissioners of Inland 
Revenue; but it is perfectly possible to call the trader’s 


attention to it, and no doubt the normal trader. would ` 


at once correct it. 
Hansard. (House of Dorda; February rith, 1958. 
l Col. 623. 


CHEQUES ACT AND RECEIPTS i 


The Marquess of Lansdowne: My lords, with the 
permission of the House I should like to make a 
personal statement, to correct an inaccuracy. in my 
reply to the question on T'uesday last of the noble lord, 
Lord Silkin, about stamped receipts. . . . Your lord- 
ships will remember that the question ai arose about the 
legal position of a person who is given an unstamped 
receipt for a payment of £2 or more, or who is refused 
a receipt for such a payment. In my reply I said that 
the person making the payment. is undet a legal 
obligation to report the matter to the Commissioners 
of Inland Revenue. That is not so. 

The position is, that under Section 103 of the Stamp 
Act, 1891, 8 person who gives unstamped. a receipt 
which ought to be stamped, or refuses to give such a 
receipt, is liable to a fine of £10. This fine is imposed 
by the Act, and the Commissioners of Inland Revenue 
take appropriate action to enforce it in any case which 
is reported to them. 'l'he person making the payment 
is, however, under no legal obligation to report to the 
Commissioners of Inland Revenue the fact that pro- 
visions of Section 103 have not been complied with, 
nor does he commit any offence in failing to do so. . 

Hansard. (House of Lords. ) 
February 13th, 1958.-Col. 707: 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACGOUNTANTS IN ENGLAND 
AND WALES 


The following is a list of Associates elected to Fellow- 
ship and an applicant re-admitted to membership at the 
Council Meeting held on February 5th, 1958, who 
completed their Fellowship or membership before 
February 22nd, 1958. 


Assoctates elected Fellows 


Barnes, Desmond Harold; 1947, A.C.A.; (*Harman Ar 
Gowen), 7 Queen Street, Norwich, and at Dereham, 
Fakenham and Holt. 

Barter, Ronald Andrew; 1940, A.C.A.; (Ronald A, Barter 
& Co), Standbrook House, 2-5 Old Bond Street, London, 
Wi, and at Rickmansworth. 

Blunt, Ronald Cecil; 1927, A.C.A.; (Basil Hallett & Co), 
Staple House, 51-52 Chancery Lane, London, WCa. 
Buckingham, Thomas George; 1939, A.C.A; (A. T. 
Chenhalls & Co), 115 Chancery Lane, London, WCa. 
Church, Dan ‘Ernest; 1952, A.C.A; (Ridley, Heslop & 
Sainer), ro New Court, Lincoln’s Inn, London, WC2. 
Coad, Frederick Roy; 1948, A CA: (Griffin Stone, Moscrop 

& Co), 21 Manchester Square, London, Wr. 

Croft, William Alan; 1951, A.C.A; (*Billsons, Cullen & 
Co), 4 Lloyd's Avenue, London, EC3. 

Davey, John Patrick; 1949, A.C.A.; (Scrutton & Goodchild), 
34 Museum Street, Ipswich, and at Dovercourt and 
Saxmundham. 

Daynes, John; 1947, A.C.A; (C. M. Merchant & Son), 
Savings Buildings, Bank Street, Bury. 

Fairclough, Gerald; 1929, A.C.A.; Barclays Bank Chambers, 
Reigate, Surrey, and at Eastbourne. 

Fowler, George Hubert; 1928, A.C.A.; (Forrester, Boyd 
& Co), 26 South St Mary's Gate, and Barclay's Bank 
Chambers, Auckland Road, Fish Docks, Grimsby; and 
at Brigg, Louth and Scunthorpe. 

Gower, Francis Leslie; 1947, A.C.A.; (Scrutton & Good- 
child), 34 Museum Street, Ipswich, and at Dovercourt 
and Saxmundham. 

Hammerton, Leslie Charles; 1940, A.C.A.; (Stead, Taylor 
& Stead), 10 James Street, Liverpool, a. 

‘Harrison, Harold; 1952, A CA: E Norman Harrison 
& Co), Devonshire Chambers, 146 Bishopsgate, London, 
EC2, and r4 Prince George Road, London, N16. 

Harrison, Wilfrid Stanley; 1948, A.C.A.; (Harrison, 
Hanson & Co), Old Borough Chambers, 20 Bond Street, 
Dewsbury. 

Hatson, Stanley Reginald Martin; 1948, A.C.A.; (Clay, 
Russell & Co), 1 King Street, Hinckley, Leics, and at 
Atherstone, Leicester and Nuneaton. 

Jones, Bernard Alan, B.A.(COM.) 1949, A.C.A.; (Burne, 
Phillips & Co), 207 Deansgate, Manchester, 3, and 
(Bell & Co), 4 Castle Street, Deansgate, Manchester, j; 

Lamdin, Haswell; 1952, A.C.A.; (A. G. Sayers, Seaton & 
Butterworth), 62 Brook Street, London, Wi. 


"against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered aceountants who are members 
of one or the other of the three Institutes of Chartered 
Accountants in Great Britain and Ireland. 


‘against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of Chartered Accountants in Great Britain 
and Ireland. ` 


Firms not marked + or * are composed wholly of members 
of the Institute. * * 





Lawson, William Alwyn; 1940, A.C.A; (TJoseph Carr, 

fem & Co), 26 Mosley Street, Newcastle upon 
yne, I. 

Leach, Anthony John; 1950, A.C.A.; (Thorne, Widgery 
& Co), All Saints! Chambers, Eign Street, Hereford; 
also at Brecon and Builth Wells (Thorne, Widgery & 
King), and Worcester (Thorne, Widgery & Yeo). 

Littlejohns, John Clifford; 1949, A.C.A.; (A. G. Sayers, 
Seaton & Butterworth), 62 Brook Street, London, Wir. 

McCranor, Henry James; 1951, A.C.A.; 44 Binley Road, 
Coventry. 

Morrell, John; 1950, A.C.A.; (Wa J. James & Co), 4 The 
Bulwark, Brecon. 

rior EM Stanley; 1952, A.C.A.; ro Coppice Way, 
Leeds, 8. 

Punchard, Alan; 1948, A.C.A.; (Basil Hallett & Co), Staple 
House, 51~52 Chancery Lane, London, WCz. 

Robson, Geoffrey Noel; 1948, A.C.A.; (Thomas Bowden, 
Sons & Nephew), 42 Mosley Street, Newcastle upon 
Tyne, 1, and at Hexham-on-Tyne. 

Sadler, Harold; 1931, A.C.A; Unity Chambers, 17 
Constitution Hill, Birmingham, 19. 

Smith, Charles Wesley; 1938, A.C.A.; (Griffin Stone, 
Moscrop & Co), 21 Manchester Square, London, Wt. 
Smith, Cyril William; 1948, A.C.A.; (Scrutton & Good- 
child), 34 Museum Street, Ipswich, and at Dovercourt 

and Saxmundham. ; 

Watt, Paul Christopher, J.P.; 1931, A.C.A.; (Bretherton, 
Watt & Co), 28 Manchester Street, London, Wr. 

Wilkinson, Richard Poynton, DA: 1952, A.C.À.; (Burne, 
Philips & Co), 207 Deansgate, Manchester, 3, and 
(W. T. Bell & Co), 3 Castle Street, Deansgate, Man- 
chester, 3. 

Young, Kirkpatrick Lee, T.D.; 1938, A.C.A.; (Farrow, 
Bersey, Gain, Vincent & Co), 53 New Broad Street, 
London, EC2, and at Southend-on-Sea. 


(Not in England or Wales) 


Goldsmith, Leslie Elieser; 1949, A.C.A.; (Braude & Co) 


and (Goldsmith & Co), 94 Allenby Road, Tel Aviv, 
Israel; also at Haifa and Jerusalem (Braude & Co). 

Ikin, Frank; 1928, A.C.A.; (*Garrott & Garrott), Permanent 
Trustees Building, 21 Patterson Street, Launceston, 
‘Tasmania. 

Keenan, John William; 1934, A.C.A.; (*Price Waterhouse 
& Co), 47 Avenue de L’Opera, Paris, 2; (for other 
towns see “Price Waterhouse & Co, European Firms). 

Todd, William Langtree; 1930, A.C.A.; (*Alex. Aiken & 
Carter), National Bank Buildings, Simmonds Street 
(P.O. Box 2636), Johannesburg. 


Former member readmitted to membership 


Andrews, Dennis Arthur; Wycliffe College, 
Avenue, Toronto, 5, Ontario, 


Hoskin 


THE ‘RED BOOK’ 


The newly-published 1958 List of Members (the ‘Red 
Book’) of The Institute of Chartered Accountants in 
England and Wales contains a full alphabetical list of 
members and their firms revised up to November 3oth, 
1957. The book does not, therefore, include any of the 
new admissions to the Institute arising from the 
integration of T'he Society of Incorporated Accountants. 

A topographical list of members is also given, to- 
gether with the names of members of the Council and 
committees, and details of the Benevolent Association, 
the Library, and the district and students’ societies. 
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The total membership of the Institute — excluding some 
10,000 incorporated accountants who are eligible for 
admission — is shown as 20,120, an increase of 699 over 
the previous year. The membership is as follows: 


ENGLAND AND WALES 











On Dec. On Nov. Increase 
Ist 30th or 
1956 1957 decrease 
Fellows in practice 3,902 4,102 +200 
Fellows not in practice .. 499 507 + 8 
Associates in practice 3,150 3,057 — 93 
Associates not in practice . 9,771 19,273 +502 
17,324 17,939 
NoT IN ENGLAND OR WALES 
Fellows in practice a. 199 167 — 32 
Fellows not in practice .. 55 73 + 18 
Associates in practice 251 254 + 3 
Associates not in practice . 1,594 1,687 + 93 
2,099 2,181 
Total membership 19,421 20,120 +699 
PERSONAL 


Messrs SATTERTHWAITE & POMFRET, of 187 Stanley 
Road, Bootle, Liverpool, 20, announce that they have 
taken into partnership Mr Grorce W. L. Moore, 
A.C.A., who has been a member of their staff for the 
past year. The name of the firm will remain unchanged. 


Messrs TuRQUAND, Youncs & Co announce that 
they have opened a branch in Kuching, Sarawak, under 
the managership of Mr A. PEATTIE, C.A. The address of 
the office is Lanka Building, Kuching, Sarawak (P.O. 
Box 64). 

Messrs James Worry & Sons, Chartered Account- 
ants, announce that as from February 2oth, 1958, they 
have removed their offices to 116 Cranbrook Road, 
Ilford, Essex. Telephone: Valentine 3700. 


Messrs Warrer Mxacock & Co, Chartered Ac- 
countants, of Carlton Chambers, 45 High Street, 
Newport, Mon., announce with regret the death on 
February 14th of Mr STANLEY A. MEACOCR, F.C.A. 

Messrs ARMSON, Warp & Co, of 17 Lewisham High 
Street, London, SE13, announce that as from February 
5th, 1958, they have changed the firm's name to WHITE, 
KEEN & Co, Chartered Accountants, and the practice 
will continue to be carried on by Mr F. G. WHITE, 
F.C.A., and Mr T. W. KEEN, A.C.A., under the new name. 


Messrs CURTIS, JENKINS, CORNWELL & Co, Char- 
tered Accountants, of 44 Corn Street, Bristol, 1, 
announce with regret the death on February 8th, 
1958, of Mr Lamm Francis RENDELL, F.c.a., who 
had been a partner in the firm since 1922. 


PROFESSIONAL NOTES 


Mr W. H. McFadzean, c.a., chairman and managing 
director of British Insulated Callender’s Cables Ltd, 
has accepted the invitation of the President of the 
Board of Trade to serve as vice-chairman and industrial 
leader of a new Advisory Council on Middle East 
Trade. The Council is under the chairmanship of Mr 
J. K. Vaughan-Morgan, Minister of State, Board of 
Trade. 

Mr Albert Doyle, A.C.4., has been appointed 
secretary of Mellowes & Co Ltd. 
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ELECTRICITY BOARD INVESTIGATION 


The Minister of Power, in agreement with the Chair- 
man of the London Electricity Board, has decided to 
hold an investigation into the special Contracting 
Section of the Board arising out of the reported trans- 
actions with the Maybridge Construction Co Ltd. 
Messrs Deloitte, Plender, Griffiths & Co, Chartered 
Accountants, will undertake the inquiry. 

A senior official of the contract department, who is 
the principal shareholder of the Maybridge company, 
has been suspended from duty pending the investi- 
gation. 


CERTIFIED ACCOUNTANTS' LUNCHEON 
MEETING , 


The next luncheon meeting of The Association of 
Certified and Corporate Accountants will be held at 
the Connaught Rooms, Great Queen Street, WC2, 
on Monday, March roth, at 12.30 for 1 p.m. The 
speaker will be Mr Harold E. Wincott, editor of the 
Investors? Chronicle, who will talk about the City 
and Stock Exchange in the light of recent events. 

Further information and tickets may be obtained 
from the Secretary of the Association, 22 Bedford 
Square, London, WCr. 


SOUTH WEST LONDON CHARTERED 
ACGOUNTANTS’ DISCUSSION GROUP 


The next meeting of the South West London Chartered 
Accountants’ Discussion Group will be held at The 
Kingston Hotel, Kingston upon 'l'hames, on Monday, 
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March 3rd, at 6.45 p.m., when the subject for discus- . 
be 


sion will 'Surtax directions’. Inquiries from 
prospective new members should be addressed to 
Mr L. J. Ive, A.C.A., 52-53 Jermyn Street, London, 
SWi. 


THE LEEDS, BRADFORD AND DISTRICT 
SOCIETY OF CHARTERED ACCOUNTANTS 


FUTURE MEETINGS 


Following their residential course on management 
accounting held last November, The Leeds, Bradford 


and District Society of Chartered Accountants has | 


arranged two further management accounting dis- 
cussion group meetings. 

The two meetings will be held at The Griffin Hotel, 
Boar Lane, Leeds, 1, from 7.30 p.m. to 9.30 p.m. on 
March 3rd and 31st, when the subjects will be respect- 
ively ‘Planning and development of management 
accounting techniques’ and ‘Real benefits of manage- 
ment accounting information’; the lectures will be 
given by Mr W. ‘Tudor Davies, a.c.a., director, 
Hammonds United Breweries Ltd, and will be followed 
by group discussion. Further information concerning 
the course may be obtained from Mr G. Tattersall- 
Walker, A GA, Hon. Secretary, Management Account- 
ing Discussion Group, c/o John Smith’s Tadcaster 
Brewery Co Ltd, Tadcaster. 

‘The next monthly luncheon meeting of the Society 
will be held on February 28th at 1 p.m. at The Victoria 
Hotel, Bridge Street, Bradford, while lectures during 
March will be held as follows: 

March trth, The George Hotel, Huddersfield, 6.15 p.m.: 

‘Profit-sharing’ , by Mr E. Duncan Taylor, F.c.a. 

March 26th, The Victoria Hotel, Bradford, 6.15 p.m: 

‘Overseas trade corporations — 'the rovisions of the 
Finance Act, 1957', by Mr J. E. Talbot, F.c.a. 
e 
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READING AND DISTRICT GROUP OF 
CHARTERED ACCOUNTANTS 


The next meeting of the Reading and District Group 
of Chartered Accountants will be held on Friday, 
February 28th, at 6.45 for 7.15 p.m. at the Berkshire 
Club, Blagrave Street, Reading, when Mr H. O. H. 
Coulson, F.C.A., of Messrs Barton, Mayhew & Co, will 
talk on ‘Government accounting and organization’. 

All chartered accountants, whether members of the 
Group or not, are invited to attend and incorporated 
accountants will also be.welcome. Further details of 
the Group's activities may be obtained from the Hon. 
Secretary, Mr J. Sewell, a.c.a., 95 Kenilworth Avenue, 
Reading, Berks. 


SOUTHEND CHARTERED ACCOUNTANTS’ 
GROUP 


The next meeting of the Southend Chartered Account- 
ants’ Group will be held on Thursday, March 6th, at 
6.30 for 7 p.m., at The Imperial Hotel, Westcliff. The 
three local Inspectors of Taxes will be present to take 
part in informal discussions. 

All members interested in attending, particularly 
former Society members whose addresses are not 
shown in the Year Book as being in the Southend area, 
are invited to contact the Hon. Secretary, Mr A. A. 
Stewart, A.C.A., Flat 3, 1 Clifton Terrace, Southend- 
on-Sea. 'l'elephone: Southend 45903. 


BURNLEY BRANCH CHARTERED 
ACCOUNTANTS’ SOCIETY 


The tenth annual meeting of the Burnley Branch 
Chartered Accountants’ Society was held at The 
Empress Hotel, Burnley, on January 31st. 

The Secretary reported on the activities of the 
Branch during the past year, after which the com- 
mittee was reappointed en bloc with the addition of 
Mr E. J. Parkinson, A.C.A. 

Mr T. Thornton, F.C.A., was reappointed chairman, 
and Mr S. Marchbank, A.C.A., of 117 Colne Road, 
Burnley, was reappointed honorary secretary. 

At the dinner which followed, Mr W. T. Shackleton, 
[.P., C.C., proposed the toast of “The Institute of 
Chartered Accountants in England and Wales’, and 
Mr James S. Heaton, F.c.a., a member of the Council 
of the Institute, responded. Other speakers were 
Mr Wm. Hare, M.A., F.c.A., Chairman of the North 
Lancashire Branch, and Mr F. H. Walsh, F.C.A., a 
past chairman of the North Lancashire Branch, who 
responded to the toast of "The Manchester Society 
of Chartered Accountants and the North Lancashire 
Branch’, proposed by Mr D. C. Smith, r.c.4. Mr 
R. O. Beeston, M.A., B.SC., Director of Education for 
the County Borough of Burnley, replied to the toast 
of ‘Our Guests’ proposed by Mr T. Thornton, F.c.a., 
the Chairman of the Branch. 
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LONDON STUDENTS’ RESIDENTIAL 
COURSE 
The Chartered Accountant Students’ Society of 
London has arranged a spring residential course at 
Pembroke College, Cambridge, from Thursday after- 
noon, April roth, to Sunday morning, April 13th. 
The course is intended for articled clerks who have 
not yet sat for the Intermediate examination and it 
will be modelled on the residential course held at 


: Oxford last year, which proved so stimulating and 


helpful to students. 

Each lecture will be followed by discussion in 
groups, and then by a final meeting with the lecturer 
at the end of the day. The object of the course is not 
only to give basic knowledge but also to provide 
opportunities in the discussions for the development 
of clear thinking and expression. The programme 
will be as follows: 

Thursday afternoon: “The financing of businesses’, by Dr 
R F. Henderson, M.A., PH.D., rin Economics, 
University of Cambridge. 

Friday morning ractice of accountancy in industry’, 
m. Mr F. Cl Clive Be en F.C.A., F.C.W.A. 

y afternoon: "Practical auditing, by Mr H. O. H. 
M don F.C.A. 

Saturday morning: “National finance’, by Mr A M. M. 
Mitchell, Princ Principal, H.M. Treasury. 

Sunday morning: Service in College Chapel, with an 
address by the Dean of Pembroke College, Rev M. B. 
Dewey, M.A. 

Lecture: “Handling and reading statistics’, by Prof. 
R. G. D. Allen, c.B.B., M.A., D.8C.(ECON.), F.B.A., 
Professor of Statistics, University of London. 

The fee which covers all meals, transport to and 
from Cambridge and accommodation throughout the 
course, will be £5, and should be paid on application. 
As accommodation is limited to 124 members, students 
wishing to attend the course should write to the 
Secretary of the Society as early as possible. 


Next WEEK'S MEETINGS 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday: Visit to the Royal Mint (limited number). 

5.15 p.m., at Incorporated Accountants’ Hall: Intro- 
ductory course lecture on “The nature of the items in a 
profit and loss account and balance sheet’, by Mr F. R. 
Porter, F.C.A., A.C.W.A. 

Tuesday, 5.15 p.m., at Incorporated Accountants’ Hall: 
Introductory course lectures on (1) “The taxation 
system’, by Mr F. R. Porter, F.C.A., A.C. W.A., and (2) “The 
ownership and control of a business’, by Mr P. W. Medd, 
Barrister-at- Law. 

: Association football v. Solicitors’ Articled 
Clerks’ Society. 

Thursday, 5 p.m., at Incorporated Accountants’ Hall: 
Meeting for newly- ualified members. 

Friday, 5.30 p.m., at ver Hall: Lecture on "The Law 
on Professional Negligence’ ms Mr J. P. Eddy, oc 
Saturday, Io a.m., at B rd: Lectures on 'Financial 
budgeting in industry’, and ‘Problems in installing 

standard costs’, by Mr K. Mitchell, a.c.w.a. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





INTERNATIONAL TAX ESSAY 


The International Fiscal Association, which has as its 
object the study of international fiscal law, has an- 
nounced that the subject for 1958 of the Mitchell B. 
Carroll Prize, which is awarded annually for the best 
monograph on a subject selected by the general 
assembly of the Association, will be ‘A critical study 
of the fundamental distinction between direct and 
indirect taxes'. 


The closing date for entries, which should contain. 


about 5,000 words, is July 31st. Further information 
about the prize may be obtained from the general 
secretariat of the Association, Nationale Handelsbank 
Building, 250 Singel, Amsterdam, Netherlands — to 
whom entries must be submitted — or from the Secretary 
of the United Kingdom Branch of the Association, 
Mr O. Brooks, at 122 Leadenhall Street, London, EC3. 


LOCAL AUTHORITY SERVICES 


Details relating to welfare services and local health 
services during 1956-57 are given in two booklets 
issued jointly by The Institute of Municipal Treas- 
urers and Accountants and The Society of County 
'lreasurers.| Each return contains statistics relating 
to services provided by local authorities in England 
and Wales. 
. WELFARE SERVICES 

This return gives details of the income and expendi- 
ture of authorities per 1,000 population on each branch 
of the services provided under the National Assistance 
Act, and costs per resident week in different sizes of 
home, analysed under the main headings of cost. 

The total net expenditure falling on the rates in 
1956-57 was nearly /,172 million, an increase of over 
£2} million on the previous year's figure. The total 
cost was equivalent to a rate of 6-87d in the £, a decrease 
of 3-6d under the previous year. The equivalent cost 
to rates varied from 32:92d in the £ at Merthyr Tydfil 
to 2:03d in the £ at Blackpool. 


LOCAL HEALTH SERVICES 


Expenditure per 1,000 population for each part of the 
local health services, i.e. day nurseries, ambulance 
service, etc., and unit costs for some of the more 
important sections of the service are given in this 
return. Totals and averages for each type of authority 
and. for all authorities are also given. 

"I he summary tables show that total net expenditure 
charged to rates increased from nearly £23 million in 
1955—56 to over £25 million in 1956-57, which is 
equivalent to an increase from £513 14s to £563 15s 
in the cost per r,ooo population. 


1 Welfare Services Statistics, 1956-57, Local Health 
Services Statistics, 1956-57. The Institute of Municipal 
Treasurers and Accountants, 1 Buckingham Place, London, 
SW. Each 3s post free. 
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INDUSTRIAL GOODWILL 
A week-end conference with the theme “The main- 
springs of industrial goodwill is to be held by the 
Industrial Co-partnership Association at Girton 
College, Cambridge, from July r1th—13th. 

The chief speakers at the conference will be Sir 
Halford Reddish, F.c.a., chairman and managing 
director, The Rugby Portland Cement Co Ltd; 
Mr W. J. Carron, President, Amalgamated Engineering 
Union; Dr W. G. Hiscock, B.SC., F.R.I.C., F.B.LM., 
director, The Consolidated Zinc Corporation Ltd; 
The Rt. Hon. Sir Geoffrey Shakespeare, Bt., director, 
The Associated Portland Cement Manufacturers 
Ltd, and director, London Brick Co Ltd; and Sir Ewart 
Smith, M.A., M.I.MECH.E., deputy chairman, Imperial 
Chemical Industries Ltd. 

The conference is open to all interested persons 
whether members of the Association or not, and ladies 
can be accommodated. The conference fee is {10 10$ 
residential, or £7 7s non-residential. Provisional 
reservations should be made as early as possible by 
application to the secretary of the Association, 36 
Victoria Street, London, SW1. 


OFFICE PRODUCTIVITY 
A series of two-day conferences on increasing office 
productivity are to be held by the College of Produc- 
tion ‘Technology in London, Birmingham, Glasgow 
and Manchester during March. 

Each conference will be addressed by Dr Earl P. 
Strong, Professor of Management, Pennsylvania State 
University. The courses will consider job analysis, 
the necessity for performance standards, the training 
of office workers and the establishment of incentives 
for office workers. The courses have been arranged as 
follows: 

Birmingham, March 17th and 18th: Grand Hotel, Col- 

more Row, Birmingham. 

London, March 20th and 21st: Grand Council Chambers, 
Federation of British Industries, 21 Tothill Street, 
London, SWi. 

Manchester, March 24th and 25th: Central Hall, Oldham 
Street, Manchester, 1. 

Glasgow, March 27th and 28th: Scottish Film Council, 
16-17 Woodside Terrace, Charing Cross, Glasgow, C3. 

Further information concerning the courses may 
be obtained from Mr J. A. Pearce, The College of 
Production Technology, Ashford, Kent. 


SEVENTY-FIVE YEARS AGO 
The Editor would be glad to hear from any reader who 
may have a volume of The Accountant for 1883 for 
disposal. 

Following the destruction of the editorial offices by 
enemy action during the Second World War, the early 
volumes then lost have been replaced with the exception 
of the one for that year. 

It would be appreciated, therefore, if anyone who 
may be able to assist in this respect would write to the 
Editorial Offices, 4 Drapers! Gardens, London, EC2. 
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Cohen Council Report 

HE first report of the Council on Prices, Productivity 

and Incomes! ranges far and wide over the post-war 

economic scene. It is greatly to its credit, therefore, that 
the relevant facts and comments thereon have been expressed so 
lucidly and, what is more, set down in language intelligible not 
only to economists but to all who may be interested in the issues 
involved. Nevertheless, as the Council pertinently remarks: 

“This is not an easy task, and if we are to Ge it may be at the 
cost of some over-simplification,’ 

At this point, however, it may be useful to recall that the 
Council was appointed last August to keep under review changes 
in prices, productivity and the level of incomes, including wages, 
salaries and profits, and to report from time to time. 

The idea was that three eminent and impartial men might be 
able to disentangle the real facts of the situation out of a welter 
of conflicting evidence, and untrammelled by political ties. In 
that way, it was hoped that they would exercise a moderating 
influence on wage negotiations and particularly on arbitration 
decisions. Conducting their deliberations under the able chair- 
manship of Lorp ConHEN, these ‘Three wise men’ as they have 
been unofficially: styled, include a distinguished chartered ac- 
countant, SIR. Harotp Howitt, and a noted economist, SIR 
DENNIS ROBERTSON. 

As the Council points out, the economic climate has Sen 
in two important respects since they were appointed. First, last 
autumn the Government announced a dramatic series of measures 
designed to damp down the level of monetary demand. On this, 
the Council is in no two minds about the efficacy of the remedial 
action taken even though it was belated: 

"We feel entitled to express regret that the resolute attempt to 
secure decisive results in the sphere of home prices and costs which 
was at last made in September 1957, was not made two years earlier, 
when the buoyancy of foreign demand was so great that any re- 
dundancies of goods or labour caused by the downward pressure 
on home demand would have had the best possible chance of speedy 
absorption... .' 

Secondly, in recent months there has been something of a lull 
in world activity, traceable in part to the recession in the United 
States. 

Meanwhile, the sharp fall in the prices of a number of important 
raw materials has given rise to concern about the effects of these 
falls on the buying power of a number of overseas countries. 
Here, the Council expresses itself as not unduly pessimistic 


— — - - - - i — mm 


* 


246 


about the outcome: 

"We do not think Britain 
can afford to indulge in a 
premature: reflation in order 
to help to boost the prices of 
those foodstuffs and raw 
materials which have recently 
fallen in price. . . . Britain has 
never been able to have the 
best of both worlds simul- 
taneously as regards raw 
material prices, and she can- 
not now; and it would seem 
to be unwise to imperil the 
m of the peund by 


At the same time, they felt 
that the closest watch should be kept c on the 
course taken by world trade, adding that very 
difficult problems of policy could arise later in 
the year if a pronounced fall in the demand for 
British exports became evident. 

The report begins its analysis of past events by 
making a detailed examination of the movement 
in prices and incomes since the war. It points 
out that wages, salaries and company profits 
have increased their share of the national income. 
At any.rate, within the boundaries of manu- 
facturing industry, the average wage and salary 
earner have both achieved a real gain in their 


. The division. of net company 
‘Income has changed consider- 
ably since. 1938. 
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Consequently, while company 
profits have risen as fast as 
wages and salaries, since 1938 
ordinary dividends have - 
risen more slowly. 
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Shares in the National Income. ([]=1938 ZZ i949. 98-196 — 


These have fallen since 1938. 
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standard of living in the last few years. On the 
other hand, the going was particularly hard for 
the self-employed, for the incomes of professional 
persons working on their own account and other 
sole traders and partnerships have risen com- 
paratively slowly throughout while, tagging along 
at the end of the scale are dividends and rent, 


neither. of which have recovered the share they 


had in the national income before the war. 

Commenting on the cause of the rise in prices 
the Council appears to lay great stress upon the 
insatiable appetite exhibited from the side of 
demand, particularly wages. Indeed, few would 
‘wish to quarrel with their 
summing-up: 

. the habit of demanding 
large and frequent increases 
in monetary rewards grows 
by what it feeds on, and may 

_ be found to persist after any 
technical justification for it 
in the state of the labour 
market has passed away’. 
On inflation, too, their 

views are refreshingly frank. 

Hitherto many people have 


prices, as being the price one 


full employment. But that 
attitude of mind is rejected 
completely by the Council: 
We conclude that alike 
on internal and external 
grounds our objective should 
be to stop inflation, not 
merely to moderate. its 

- course,’ TE 


had to pay for the benefits of 


grudgingly accepted the re- | 
morseless upward trend in | 
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Moreover, far from being content with aiming at 
stability of the general price level, the Council 
goes on to venture the thought that a gently falling 
price level may have its advantages. The wide- 
spread revival of interest in the idea of falling 
prices during the past few weeks certainly lends 
weight to that view. 

.. Coming on to the theme of profits, the Council 
gave much attention to the question of the absolute 
size of company profits, and in this context went 
on to consider whether there were any positive 
acts of policy, outside the immediate field of 
wage negotiation, which would help to secure a 
better balance between money incomes and the 
growth in real output. 

The use of controls or subsidies was rejected 
outright. Price control did not find favour 
|because it was bound to interfere with 
progress and adaptation, especially in a world 
in which the variety of products is enormous 
and in which change is practically continuous. 
Neither did the use of subsidies strike a responsive 
| Chord, since they were regarded as a relic from 
| the siege economy of the war years. 

Dealing with the question of dividend limita- 
, tion, the Council felt that any attempt to upset 
|the mode of distributing profits, whether by 
legislation or by exhortation, could not be 
: countenanced, they added: 


| ‘we do not think there are many boards of 
| directors who need special encouragement to retain 
| profits in their own businesses’. 

Without losing sight of the importance of an 
adequate return on risk capital if the supply is 
not to dry up, they considered that three matters 
were worthy of attention. In the first place, there 
| must be instances when business men are con- 
fronted with a straight choice between taking a 

high profit margin on a smaller turnover or a low 
| profit margin on a larger turnover. Whenever the 

scales are evenly balanced like this, the Council 
takes the view that the public interest should 
.prevail. Next, the need for price reductions is 
uppermost in the Government's mind. And that 
brings the whole question of resale price main- 
tenance out into the open. Although the Mono- 
polies and Restrictive Practices Act, 1946, 
prohibited collective action to enforce thé main- 
tenance of resale price, the power of the individual 
manufacturer to make such agreements effective 
'has, if anything, been strengthened. Accordingly, 
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the Council believes that this matter ought to be 
reconsidered since ‘circumstances alter cases’. 

The third point deals with the familiar problem 
of self-financing during an inflationary period 
and, therefore, comes fully within the account- 
ants’ province. On the one hand, the Council 
clearly recognized that companies were obliged 
to provide, out of profits, for the increased costs 
of carrying stocks and work in progress at rising 
prices as well as making good the gap between 
orthodox depreciation and provision based on 
replacement cost. 

‘Had companies not adopted this course,’ they 
say, ‘it would have been impossible to fill the gap 
by recourse to the capital market.’ 

Nevertheless, this accepted practice has its 
drawbacks. It means that 
‘a considerable part of the costs of future growth 
is being placed, through the medium of higher 
prices than need otherwise prevail, on the shoulders 
of the present-day consumer, and there seems to be 
some reason for supposing that in some cases, 
where there is no overwhelming competitive 
pressure, the practice may be carried to excessive 
lengths.’ 
From this point of view, a greater dispersion of 
real income not merely to shareholders but to 
customers as well, might have resulted in a 
somewhat healthier economy. By inference, of 
course, someone else would have to make them- 
selves responsible from now on for some of the 
saving that has been performed by companies in 
the past- that is, if the economy is to go on 
expanding at the same pace as before. Yet, in 
spite of the promising recovery made since 1951, 
could personal savings really be relied upon to 
make good the shortfall in company reserves? 
Apart from these well-informed reflections 
upon corporate financial policy, the Council 
spares a kindly word for the attempts being made 
to portray turnover statistics, whether pictorially 
or otherwise, provided they are kept free from 
distortions. In this respect, most accountants and 
business men will, no doubt, echo their words: 

"We think it might help further if, in appropriate 
cases, more information were given about the 
relation of profits to sales proceeds and to capital 
employed, whether as measured by the sum of 
share capital and free reserves, or by the current 
value of the net assets of the business.’ 

Without pulling any punches, this report 
tellingly pin-points the weak spots in an over- 
strained economy. | 
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Valuation of Commercial Goodwill 


by KENNETH S. MOST, LL.B., A.C.A. 


where accountancy abandons all attempt 
to be a science, and becomes much of a 
mystery. Its very nature is unclear, perhaps 
undefinable, yet it is frequently necessary to 
value it, in three main groups of cases. These are: 
the transfer of a business from one proprietor to 
another; the transfer of a share in a business from 
^one person to another; the assessment of a tax on 
capital, e.g. estate duty. 
The need for a definition taxed the brain 
of Lord Eldon, who said that it was nothing 


( 3:5; ILL belongs to that twilight region 


more than the probability that the old customers 


would resort to the same place (Cruttwell v. Lye 
([1810] 17 Ves. 335, 346)). But in another case 
(Whiteman Smith Motor Co o Chaplin ([x934] 
2 K.B. 35, 42, 50)) it was pointed out that 
customers differ. Some are 'cats' and continue to 
go to the old shop, some are 'dogs' and follow the 
old shopkeeper, some are 'rats' and go to an 
altogether new place, and some are ‘rabbits’ who, 
attracted by mere propinquity, wil go to the 
nearest possible place. 

Textbook writers recognize the impossibility 
of defining goodwill in terms of a clientele, as 
indeed did Lord Macnaughten in C.J.R. v. 
Muller ([(1901] 14 T.C. 116). It is said to include 
the value of all intangible assets, including 
location, reputation, personnel, trade-marks, 
patents and franchises 


Can Goodwill be Valued? 
Thus, contemporary thinking has moved away 
from the idea that goodwill is related solely to an 
existing clientele, and come to rest upon a 
concept which includes a great deal more than 
that. There is also, for example, what is some- 
times referred to as the ‘cost of organization’ — 
the value to a purchaser of the preliminary work 
involved in finding, acquiring, converting and 
installing premises, hiring staff, contacting sup- 
pliers and investigating markets. It includes the 
scarcity value of an existing business, whereby 
we mean that, even if it were theoretically 
possible to reproduce an economic. organism, 
there would be no place for it in the business 
world, for reasons of location, personnel or 
supplies. Hence, a buyer may be prepared to pay 
more than the value of the assets of a business 


without there being a single customer to take over. 

Valuations of goodwill are effected every day, 
and businesses change hands and taxes are paid 
on the basis of them. But such valuations differ 
considerably in method and result. Partnership 
agreements, for example, usually define the basis 
upon which goodwill is to be valued when the 
need arises; sometimes they specify a definite sum 
for the business, or sums applicable to the 
individual partners, or fix it as so many years' 
purchase of average net profits or on the basis 
of turnover of specified years. Professional 
practices frequently value goodwill at so many 
years' purchase of gross fees. Sometimes a 
partnership agreement calls for goodwill to be 
valued by an independent accountant. 

'The goodwill of corporations and sole traders 
is mainly influenced by market factors. A vendor 
desires to maximize its value, a purchaser, to 
minimize it, and the price is often settled by a 
process of bargaining, during which any attempt 
at calculation may appear to have been a waste 
of time. It is broadly true to state that the value 
of goodwill, or indeed of anything saleable, 
depends upon the existence of a willing seller 
and a ready buyer. But they may have to be 
presumed, for example, on the death of a partner, 
or in estate duty valuations. Even where two 
parties actually exist, who are capable of making 
up their own minds, the more or less objective 
evaluation of goodwill by an independent person. 
can be of considerable value in enabling them to 
reach agreement. 

The absence of objective standards for the 
ascertainment of goodwill, or rather, the pre- | 
dominance of subjective considerations, leads to . 
differences of opinion which tend to damage the 
reputations of the valuers, and which cause un- 
necessary argument and confusion. It can also 
lead to unfair treatment of individuals, vendors, 
purchasers and others; who are not always in a 
position to judge matters for themselves. 


A Function of the Law 


As it is one of the functions of the law to protect 
the weak, valuations are sometimes dealt with in 
legal codes; there is a German law on valuations 
(dated January 16th, 1952), paragraph 1 10 of 
which reads: 

"Valuations shall be. based upon. the common 
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value (gemeine Wert) unless a different basis is 
p The common value is the price which 
would be realizable in the event of sale, assuming 


normal market conditions and considering the 


nature of the particular. property. Thus, any 
circumstances which may affect the sale price are 
to be taken into account. (No exceptional or 
purely personal circumstances are to be considered.)’ 


The term gemeine Wert has an established mean- 
ing ‘in German land law, and the valuation law 


is building upon foundations already laid in - 


practice. Nevertheless, as the economist Bülow 
remarked, value is a possibility, price, a reality. 

- The following paragraphs on the subject of 
valuing commercial goodwill presuppose certain 


conditions, or rather, exclude certain of the 'sub-. 


jective considerations’. We must assume the 
continuance of the existing business and quality 
of management. We shall ignore all speculative 
considerations, as well as the personalities of 
vendor and purchaser. 


How is Goodwill to be Valued ? 


'The obstacles in the way of an accurate estima- 
tion of the value of goodwill would appear at 
first sight to be insuperable. However, this has 
never prevented anyone from making the attempt. 
It is as well to bear in mind that the best we 
can hope for is an approximation, but it would 
be helpful if the same approximate result could 
be obtained irrespective of the valuer. ‘The adop- 
tion of a common method of operation does not 
imply the non-existence of alternative methods, 
some of which may even be superior. 

One discouraging feature is that, although 
accountancy writers and leading practitioners 
have long advocated the method of valuing 
goodwill known as 'the capitalization of super- 
profits’ (a description for which we are in- 
debted to the late P. D. Leake), the cruder 
methods, previously mentioned, hold sway in 
the business and legal communities. The criticism 
levelled at the super-profits method is that it 
suggests a spurious accuracy where none can ever 
be attained, and uses a mathematical formula 
where a rule of thumb would be of equal utility. 
This criticism cannot be entertained; any method 
of valuation can be expressed in terms of an 
algebraic formula, and the most satisfactory 
formula is the one which follows the best logical 
argument. We shall see later, however, that the 
super-profits method is open to another attack, 


A method of valuing goodwill by capitalizing ` 


profits and deducting net assets is encountered in 
most textbooks. If a-assets, b—profits, and 
V 
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c=rate of interest required, then G: = goodwill, 


may be expressed as: too b 


Latins mul 
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This procedure is capable of producing most 
unrealistic results, as it places no weight upon the 
very important aspects of capital security and 
depreciation. 


The Elements of a Valuation 

At no point are we dealing with anything as 
unequivocal as a price. To begin with the assets, 
shall we use total assets or net assets in our 
calculation? On the one hand, the relation of 
proprietor’s capital to outside capital is a for- 
tuitous circumstance, with no bearing on the net 
profit other than the need to include cash dis- 
counts and loan interest. On the other hand, 
the credit facilities of an existing business are 
among its charms, and goodwill should reflect 
them. The customary practice is to take net assets. 
. A further. question arises about the basis 
upon which the assets are to be valued. In 
most cases, historical cost is taken, which may 
be the written-down value on the books, or else 
the original cost of the assets adjusted by a new 
notional calculation of depreciation. But it is 
generally, agreed that cost is to be ignored in 
arriving at sale price in normal commercial 
transactions (such as the sale of a business). The 
valuer of a goodwill is working towards a figure 
related to demand, rather than the cost of creating 
the asset. Now, if a building purchased in 1938 
at a cost of {10,000 and written down on the 
books to a figure of £8,000, has a current market 
value of £15,000, then it should be included in 
the assets at this amount, rather than taken over 
at £8,000 with the difference in value finding its 
way into the goodwill account. Naturally, used 
machinery will be valued at the replacement cost 
of other used machinery, and not at the cost of 
new machines. 

We may assume that an amount for proprietor' S 
salary will in all cases be taken into account in 
arriving at anticipated net profits, and merely 
point out that the salary used should be that 
which reflects the proprietor's function in the 
business, e.g. the salary of a traveller, company 
secretary, production engineer, etc. Where there 
wil be no active function, there should be no 
deduction for salary. 


Goodwill the Value of Future Profits 
It is frequently forgotten that a purchaser is 
buying a right to future profits, and much time 
and attention-is devoted to the study of past 
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profits. To use the average net profit of a series 
of past years, even by weighting it to reflect 
a certain trend, is neither logical nor correct. 
It 1s usually advisable to disregard past profits 
altogether, and to prepare budgets for the 
first two or three years of the new period. 
Turnover will be the main difficulty; some writers 
have suggested that a whole business cycle should 
be examined, and triennial averages obtained 
within this period, in order to eliminate the 
accidents of individual years. In general, future 
turnover should be estimated for this purpose in 


the same way as a sales forecast would be made. 


when budgeting forsa continuing business. For 
manufacturing concerns, capacity may be used to 
arrive at a figure for turnover. The main im- 
portance of estimating future profits by starting 
from turnover is that it enables probable future 
costs to be substituted for actual past expenses, so 
that a fairly accurate picture of future net profits 
can be obtained. 

Experts are divided on the question whether 
taxes are to be taken into account in computing 
net profits for valuing goodwill. It seems that the 
majority would deduct corporate taxes and leave 
out of consideration those taxes which relate to 
the personality of the proprietor of the business. 

Different Interest Rates 
We now come to the rate of interest on capital 
to be used in the calculation, and here we are 
skating on very thin ice indeed. There seems to 
be literally no hope of taking a stand, one way 
or the other. Some writers advocate using the 
yields on equivalent equities, but a moment’s 
thought will reveal the impracticality of doing so. 
In the first place, there are a great many yields 
from businesses even of the same type, and in 
the second place, the risk attaching to one 
business can never be assimilated to the risk 
attaching to a specific competitor. In addition, 
the easier disposal facilities available to holders 
of shares quoted on the stock exchange is re- 
flected in their yields. Other writers start from 
& basic rate, such as the yield on long-term gilt- 
edged stocks, and add ‘premiums’ for extra risk, 
or difficulty of disposal. This method is much 
favoured by authoritative writers on the Con- 
tinent, such as Kolbe and Mellerowicz. Kolbe, 
for example, adds 1 per cent of the capital to be 
invested in the business, or 1 per cent of turnover, 
subject to a maximum of 3 per cent of the capital 
to be invested in the business. A supplement is 
added for corporate taxes, in the case of a 
corporation, and a further supplement, up to 
50 per cent of the rate already arrived at, to 
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reflect the difficulty of realizing the capital if the 
proprietor is obliged to sell. Schmalenbach, 
always practical, leaves it to the parties to fix 
an agreed rate. . 

Two particular aspects of this question may be 
mentioned to illustrate its complexity. First, we 
must distinguish between differences of risk and 
differences of management difficulty. To take 
two businesses where high yields, i.e. high rates 
of interest on capital invested, may be expected: 
in the ladies' gown trade the element of risk 
preponderates, whereas in the catering trade, the 
difficulty of managing the business is the major 
factor. It would be wiser to allow the proprietor a 
substantially higher salary in calculating net 
profits in the latter case, rather than simply to 
apply the same rate of interest in each of the two 
cases without accommodating this important 
difference. In this way, it may be possible to iso- 
late the elements of trading risk and disposal 
difficulty, and arrive at one rate of interest for 
use in respect of ‘normal’ trades and another for 
use in all ‘risky’ businesses. . 

The second point is, that £1,000 of profit in 
1960 is not worth the same today as {1,000 of 
profit in 1958. Future profits are to be dis- 
counted, and the simple formula given above 
does not take this into account. The attempt to 
discount future profits is sometimes made by 
using annuity tables, and sometimes by using a 
rather more complex formula for calculating 
goodwill. 

The Capitalization of Super-profits 
The Soctete Fiductatre de France, which is often 
called upon to value goodwill, evolved a formula 
for this purpose in 1938, and has tested and proved 
it on many occasions since. It is based upon the 
following reasoning: If a man wishes to invest 
in a business, he can either purchase an existing 
one, or create a new one. In the second case, 
he runs certain risks and must wait a consider~ 
able time before he can realize profits; whereas 
in the former case, he can count on drawing 
profits the very first year. He must, therefore, 
pay the owner of the existing business for not 
having to wait for his profits, a sum G such that 
the annual profits B will have to cover: 

— interest on the value of the net assets (cV) 

— interest on the sum itself (cG) 

— depreciation on G in n years. 

The formula is: B=cV +0642 

B—cV 


from which: G= : 
€ +t 
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If the fact that profits will be available only at 
the end of each year is to be given due weight, 
the formula will have to show that the super- 
profits of the years are to be regarded as the 
present value of a series of annuities (A) thus: 

2i EE] 
e (D'Zch 
which produces the following formula for 
calculating goodwill: 
B—cV 
M EIL 

By definition, the total value of the business 
(T) equals the total net assets (V) plus the 
algebraic. value of the goodwill (G): T=V-+G. 
Hence, 

I 
ind rath Op 

The Austrian Technical Commission for the 
Study of Business Administration (betriebseoirt- 
schaftlichen Fachsenat) uses the formula: 


IOO 
= (Bx ES 


where a—the rate of depreciation of goodwill. 


The Value of the Net Assets 
The concept of goodwill expresses the very 
important fact that a business cannot be regarded 
as the sum of its individual parts. The value 


` placed upon goodwill is the excess value of the 


business over and above that sum. It can be, and 
often is, a minus quantity, and it is incorrect in 
such cases to write down the value of land and 
buildings, or another fixed asset, by the amount 
of negative goodwill, as some writers suggest. 

In those cases where capitalized super-profits 
produce an excess over the net assets, however, 
are the latter to be completely ignored in calcula- 
ting the value of a business? Assuming business A. 
with net assets of {5,000 and annual profits of 
£2,000, and business B. with net assets of 
£15,000 and annual profits of £2,000; if we use 
an interest rate of 10 per cent per annum we 
might have goodwill valued at £15,000 in the 
former case and {£5,000 in the latter. It cannot 
be maintained that the businesses are of equal 
value, yet no ‘capitalization of super-profits’ will 
accommodate the fact that a business with some 
capital security, or with ample working capital, 
is worth more than an equally profitable business 
without capital security, or which is working on 
a shoe-string. 

Indeed, it is doubtful whether any formula 


| could reflect the two types of business structure 


e 
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with any degree of fairness. One established 
procedure which makes the attempt is the so- 
called ‘Berlin method’ mentioned by Schmalen- 


bach (Beteiligungsfinanzierung, Seventh edition, 


page 82), which consists of calculating total net 


assets, calculating capitalized profit value, and 
taking the mean between the two. Thus: 








Business A. Capitalized profit value .. ^ 20,000 
Net assets value 5,000 
Total of the two £25,000 
Mean, being value of 
business A, £12, 500 
Business B. Capitalized profit value .. ^ 20,000. 
. Net assets value 15,000 
Total of the two £35,000 
Mean, being value of 
business B, £ 17,500 


Kolbe (Gesamtwert und Geschäftswert der 
Unternehmung, 1954, page 48 et seq.) describes a 
rather more complicated method of giving effect 
to the value of the assets, which amortizes good- 


will over a period of ten years. 


The Accounting Implications of Goodwill 


As the celebrated case of Stapley v. Read Bros. 
Lid ([1924] 2 Ch. 1) taught us, the account- 
ant has a very free hand with goodwill. Although 


there is no obligation to depreciate, to write up. 


this asset contravenes a basic accounting principle, 
and practitioners frown. upon the idea of record- 
ing it otherwise than as a result of purchase. If it 
exists and is not recorded, a hidden reserve is 
contained in the balance sheet, but as this reserve 
is only realizable on sale of the business, no harm 
is done. It may be argued that it is impracticable 


to attempt to record the value of goodwill, which . 


must fluctuate from year to year, but this is not 
the reason for its omission. 

Purchased goodwill is recorded as an asset, 
and in many cases, written-off out of profits. 
There is general agreement that diminution in 
the value of goodwill is a charge to the appropria- 
tion account. Where a continuing or growing 
goodwill is written off, a hidden reserve is 
created. It is possible that if a formula for the 
calculation of goodwill could be agreed upon by 
members of the accountancy profession, the 
practice of valuing goodwill annually and includ- 
ing it in the balance sheet together with the 
tangible assets, might grow. - 


- 
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In and Around Lombard Street 
ÀN INTRODUCTION TO THE MONEY MARKET 


by P. H. 


HE market is in the Bank.’ A headline 

such as this is sometimes seen above 

the short paragraph in the financial 
columns of the daily Press dealing with the 
money market. Occasionally there is a rather 
cryptic reference to an operator referred to as the 
‘special buyer’ who at times is said to be engaged 
in smoothing out operations and, paradoxically, 
at other times to be operating in reverse — 3 
seemingly Jekyll and Hyde character. 

Such terms are, of course, mere technical 
jargon and are, unfortunately, written for a very 
limited public — unfortunately, because the opera- 
tions of the money market are of interest not only 
in themselves. They are also of particular interest 
and moment to all business men, especially at a 
time of high interest rates, since they throw light 
on the Government's day-to-day financial policy 
and, in some small way, on the trend of interest 
rates generally. The way in which short-term 
money rates move may even — let it be whispered 
— point a shadowy, wavering finger in the general 
direction of a change in Bank rate. 

Many erudite books have been written about 
the London money or discount market; the terms 
are synonymous. Shorn of its refinements, the 
essential features of the market can be indicated 
quite shortly. It is not a market in the sense that 
buyers and sellers meet under one roof. In every 
other sense, however, it answers fully to that 
term. Its commodity is money in the form of 
Treasury and commercial bills, short-term 
Government stocks and loans. The principal 
constituents of the market are the Bank of Eng- 
land (a strong central bank is the sine qua non of 
a money market), the twelve members of the 
London Discount Houses Association, the eleven 
clearing banks and the Dominion, Scottish and 
foreign banks. 


The Lenders 


In a highly developed financial centre such as 
London, there must always be funds available for 
investment for very short periods of time- 
sometimes, perhaps, only overnight. Whilst some 
of the very large commercial firms may be lenders, 
by far the most important class are the. banks. 
Based on long experience, they keep a definite 


GOLBY 


proportion of their EEN (repayable to 
customers on demand) in cash and in ‘quick’ 
assets; that is, in assets which can be turned 


into cash very quickly and without the capital 


loss that might be incurred in, for example, 


having to realize gilt-edged investments at a 


possibly unfavourable moment. 
The money market provides the perfect outlet 
for such funds. In addition, a bank may find on a 


given day that its customers have paid in more ` 


than they have drawn out; that is, that its deposits 
have risen and that it has a surplus of cash. Idle 
cash earns no interest. It would, however, be 
rash for the bank to invest this money immedia- 
ately in Government securities or to lend it to 
its customers (even 1f the Government directives 
made this latter and more appealing alternative 
possible) because the position might very easily 
be reversed the next day. Once again, the money 
market provides the outlet. The money is lent 
to the discount houses and is lent on condition 
that it will be repaid immediately the bank 
requires it; this is very aptly known as call 
money. 


The Borrowers 


Let us look at the other side of the operation, at 
the borrowers. Why should they want to borrow 
money on terms that must make it most difficult 
for them to know where they stand from day to 
day? The reason is that the capital and published 
reserves of the twelve discount houses are very 
small compared with the value of the assets they 
deal in, say, £30 million, compared with a figure 
that exceeds {1,000 million. In other words, 
they operate almost entirely on borrowed money. 
At least 60 per cent of this huge sum is invested 
in Treasury bills. The remainder is invested 
in Government securities with a life of not 
more than five years, and in commercial 
bills. 

In this short article it is the Treasury bill that 
must be looked at in rather more detail as it plays 
a large and essential part in the working of the 
market. Indeed, an important part of the discount 
houses’ profit comes from the ‘turn’ they earn 
in buying Treasury bills and, later, in selling 
them, the purchasers being the banks. . 
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The Treasury Bill 

The Treasury bill is the main instrüment used 
by the Government to finance its short-term 
borrowing. It is, broadly, a promise by the 
Government to repay in cash a fixed sum in 
three months' time. Government revenue is not 
received in regular instalments. Much of it is 
seasonal, receipts of company taxation, for 
example, tending to be concentrated in the first 
quarter of the year. Each week, the authorities 
. make as close an estimate as they can of their 
receipts and expenditure — taking into account, 
of course, maturing Treasury bills. They then 
' offer for tender bills to a figure that will cover 
their requirements. The discount market bids 
for these bills in competition with certain other 
institutions, such as the overseas banks. The 
clearing banks do not tender on their own account. 
The details of a recent weekly tender give some 
idea of the magnitude of the figures involved. 
Tenders were invited for bills amounting in value 
to £230 million; all were allotted, the discount 
market securing 65 per cent of them; and the 
average rate of discount was £6 13s 2d per cent. 

It has been pointed out that the clearing banks, 
which currently hold Treasury bills to a value of 
41,400 million, do not tender direct for them. In 
fact they prefer to buy their bills from the dis- 
count houses, and then only when the bills have 
no more than six to eight weeks to run to maturity. 
. One reason for this is that the banks really do like 
their quick assets to be quick. Here lies an 
important source of the discount houses' profit. 

Here, also, lies part of the explanation of a 
daily phenomenon in Lombard Street. Wet or 
fine, soberly clad gentlemen, self-confident under 
their top hats, will be seen up to about 2.15 p.m. 
striding in and out of the head offices of the banks 
where they call upon a senior executive in each. 
They are trying to sell 'Treasury bills. 

lhey are also trying to borrow money, to 
borrow call money. Whilst the clearing banks 
dominate the market and will be contacted 
probably several times in one day by the top- 
hatted gentlemen, the clearing banks provide 
only about half of the total amount borrowed, and 
representatives from the discount house may call 
upon sixty or more potential lenders in a day. 


‘In the Bank’ 


Such a picture of purposeful activity might 
suggest that the discount houses cannot often be 
in any real danger of not being able to borrow all 

e money they need. That is far from the truth, 
particularly under present conditions. Some years 
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ago it was estimated that the twelve houses 
together had to pay out each day £19 million for 
Treasury bills they had tendered for the previous 


week, £20 million for money that they borrowed 


for the night only and £2 million for commercial 
bills, while they also could expect the banks to 
demand back £40 million of call money. There 
cannot, in fact, be many days when they do not 
have to search assiduously for money. 

Indeed, the discount houses quite often fail to 
borrow enough, and then they must go to the 
Bank of England, which will exercise its classical 
function of ‘lender of last resort’. The Bank, against 
the security of Treasury bas, will lend at Bank 
rate whatever sum a discount house may need to 
balance its books. The loans are made for one 
week and the rate of interest charged involves the 
house concerned in à significant loss. When this 
happens the market is said to be ‘in the Bank’. ` 

The discount houses — as well as making profits 
— fulfil two most useful economic functions; they 
act as a buffer between the commercial banks 
and the Bank of England, and they also provide 
a flexible mechanism enabling the Government 
to finance its day-to-day outgoings. 

It remains to show briefly what the business 
man can learn of the Government's monetary 
policy from its treatment of ‘the market’, = 


The Special Buyer 

When, to quote again from the financial Press, 
‘money is short in Lombard Street’, that is, when 
the banks are calling. money to replenish their 
own cash or when they are not ready lenders, the 
authorities can, if they wish, help the discount 
houses to balance their books. They do so through 
the special buyer, who is an agent of the Bank of 
England, and who can be instructed to buy 
Treasury bills. (On the more rare occasions 
when money is very plentiful, he mny act in 
reverse and sell bills.) 

Under present conditions when money is being 
kept tight and interest rates are high, the special 
buyer operates less often. If the discount houses 
cannot balance their books, they borrow from the 
Bank at the penal rate. This is one indication of 
the way the authorities are currently regarding 
monetary policy. Another is the average rate at 
which the weekly allotment of bills is secured. 
The exact way in which the authorities influence 
rates in the market is outside the scope of this 
article, but a consistent fall in the rate for the 
weekly tender (which means that the Government 
is borrowing more cheaply) might presage a 
reduction i in Bank rate. 
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"Weekly Notes - 


E The Association’ 8 ica minder Results. 


HERE were 1,765 candidates for the December 

1957 examinations of The Association of Certified 
and Corporate Accountants, and the’ results, now 
announced, $how that 663 were successful. 

In Section I of the Final there were 581 candidates 
of whom 207 (35:6 per cent) passed, the First Place 
and Prize being awardéd to Mr M. Shiel, of Horsforth. 
The Second Place was awarded to Mr R. W. Teasell, 
of London, and the Third Place to Mr E. A. Chapman, 
of Croydon. 

. In Section II, 174 candidates (4177. per cent) 
passed and 243 failed. ‘The First Place and Prize 
Was awarded to Mr D. N. McCarthy, of Abergavenny; 
the Second Place was shared by Mr W. J. Ash, of 
Exeter, and Mr R H. Pearson, of Norwich, and the 
Fourth Place was awarded to Mr J. T. Kemp, of 
London. i 

"There were -633. candidates for the Intermediate 
examination of whom 211 passed (33:3 per cent) and 
422 failed; the: First Place being awarded to Mr D 
Jones, of Guildford. In the Preliminary examination, 

» 71 candidates (54:2 per cent) out of 134 were success- 


Stabilizing Freight Charges 


HE amount of shipping laid up in recent months 

‘and. the recent depressed condition of the freight 
Yate’ ‘market have set off discussions among United 
. Kingdom shipowners to stabilize freight rates. The 
annual ‘report of the United Kingdom Chamber of 
Shipping, ~published . this week, points out that the 
‘Tonnage Stabilization Scheme which was evolved in 
"1951: is still in: existence.: Under this arrangement 
-owners of deep sea tramps, which are temporarily 
laid up would be able to: draw from a central. pool 
established by a levy on.the gross freights earned. by 
‘active shipping. The same’ Sort ol scheme existed in 
| the 19308. 

It is’ more’ difficult’ now: to devise a ' watertight 
stabilization scheme than it was even a few years 
ago. ‘The: British mercantile marine is in 4 ‘less 
“dominant position than-it was. The-merchant fleets 
‘of other maritime countries have been growing and 
‘there is the very big i increase. in tonnage registered 
under: ‘flags of convenience’, which lias to be. taken 
into, account. The most effective combination to’ Tun 
an international freight agreement, would be between 
the British and Greek shipowners. At the moment 
the likelihood 6f co-operation bétwéen them' is not 
very great since the British mercantile mariné has 
strong views about the use by Greek shipowners of 
“flags of convenience’. ‘The Greek shipowners are 
reported to be considering. an arrangement- among 
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themselves and if thé very tentative suggestions made 
in the United Kingdom Chamber of Shipping 
annual report were ever to develop into a formal 
apreement among British shipowners, there would 
be the prospect of two large groups basically hostile 
to each other trying to guess what the other was 
doing. It is therefore not easy to foresee any workable 
arrangement at the international level for the time 


pA d 


being. Some form of co-operation among northern | 


European countries, including the United Kingdom, 
might.be possible but.it would not.be likely to 
withstand: the strain of either a deep or a chronic 
depression in shipping freight rates. p 


— Comparing Labour Costs. 


RE are plenty of traps waiting for those who 
use average national figures as a basis for 
international comparisons, Nevertheless such figures 
have to be used until something better can be 
evolved. A study recently made by the International 
Labeur Office for figures in 1955. compare labour 
costs in four industries. The results are interesting 
though. not particularly unexpected. 

Labour costs in steel, shipbuilding, ache tools 
and cotton are compared i in Swiss francs per hour. 
They show that as between different countries the 
United -Kingdom compares ‘favourably .in steel and 
less favourably in shipbuilding, machine tools and 
cotton, Broadly speaking, as was known from other 
atatistical sources such as they are, labour costs in 
Belgium and France are high and those in Gerniany 
and Italy are low. 

These comparisons are, however, confused to'some 
extent by the existence of social benefits of one 
kind and another which may or may not enter into 
production costs. The extent to which these social 


charges are borne by industry varies from one country 


to another and discrepancies in social-accounting of 
this sort could yet cause serious confusion in en- 
couraging low cost producers im one part of : the 
western European market at the expense of high cost 
producers when the European Economic Community 
becomes firmly established and if the free” trade 
area is in due course added to it. Sé 


-Higher Ge 


. JTNEMPLOYMENT : in this country increased 

from r-8 per cent in | January i to 1:9 per cent by the 
middle of February, aii increase of 28,000. According 
to the Minister of Labour this increase was not due to 
seasonal factors. Ministers in the course of the debate 
on economic ‘affairs this week made the most precise 
e in Government 
economic policy might have to be made before long. 


They. were at pains to point out, however, that | 
reflation would nat. be undertaken lightly and. that - 


the. ‘Government i is anxious to take this opportunity 
of stabilizing prices. . ` 

' An, unemployment percentage of 19° is well 
within: E ‘figure consonant with full employment. 
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Lord Beveridge over a decade ago considered 3 per 
cent to be the level to be aimed at as a target for full 
employment. He, like other people at the time, was 
doubtless very conscious of the high unemployment 
figure of the 1930s and in those days 3 per cent was 
considered a very low unemployment level. It is 
doubtful if any Government could survive an un- 
employment figure of 2 per cent today without a 
political storm. It happens also that 2 per cent is 
very close to a figure of half a million unemployed 
which could have.an awkward political ring about it. 
It has to be recalled too that there are a number of 
serious pockets of unemployment in Scotland and 
Wales. These are both areas which have been signi- 
ficantly above the national average over the last 
twenty years. They bore the brunt of unemployment 
before the war and there is not much scope in these 
localities for a further increase without a serious 
political outcry. 

To the extent that these pockets may become vocal 
if their unemployment percentage becomes any 
higher, the national average underrates the possi- 
bilities of political discontent if unemployment 
increases further before the seasonal upswing in 
activity in the spring. 


Falling Machine Tool Orders 


HE order book for the machine tool industry is 

now at its lowest point for three years. The latest 
figures are for November 1957 and they show the 
industry’s order book at £81 million compared with 
just over £82 million in October and {101 million 
at November 1956. At the current rate of delivery the 
industry has about ten and a half months’ work in 
hand. 

The industry has not experienced much short-time 
working as yet, but there has been a small amount 
in the Midland area. If the decline in new orders 
continues, redundancy and short-time working will 


soon appear. Along with the building industry, the ~ 


machine tool industry is one of the most sensitive, 
if rough-and-ready, indicators of the trend of 
economic activity in the economy. The discourage- 
ment to capital investment which has been particularly 
apparent since Bank rate was increased last September 
is now beginning to work itself out at an increasing 
rate on the machine tool industry. Neither this 
nor any of the other capital goods industries are yet 
in serious difficulties, but some of them must be 
getting to the point where they will want to shed 
marginal labour. From the point of view of economic 
policy this would be a serious development. In the 
earlier stages of the fight against inflation, monetary 
techniques were used to encourage labour to. move 
from consumer goods into the capital equipment 
industries. "Production in the consumer goods 
industries remains at a high level and if the current 
trends continue, it is only a question of months 
before a noticeable swing of labour from capital 
oods industries to consumer goods industries 
- begins to develop. If that should happen, disinflation 
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and a halt to price increases will have been achieved 
by pushing labour back into industries from which 
it has already been moved. 


Price of Gold 


HERE has been increased discussion and rumour 
for the past few weeks about the need to increase 
the price of gold. The arguments so far aa -this 
country are concerned hinge largely on the need to 
find some way of financing world trade while acting 
as banker to the sterling area with exceedingly 
attenuated resources. Sir Oliver Franks, chairman of 
Lloyds Bank, pointed out in his recent annual 
review that this country is trying to finance 40 per 
cent of the-world's trade with*4 per cent of its liquid 
resources, It is also true that the level of international 
trade has increased about four times in the last 20 
years while the gold reserves of countries outside the 
United States have gone up by about 5 per cent. It 
is not surprising that there are many advocates of a 
quick and effective step to help solve these problems, 
namely, an increase in the world price of.gold. . 
"Ihe United States is the key to such. a:step. For 
many years it has set itself resolutely against raising 
its gold buying price for fear of inflation at home and 
its resolution has been hardened of late years by the 
knowledge that an increase in the price of gold would 
be exceedingly beneficial to the Russian gold industry. 
Now that the recession in the United States is deepen- 
ing and the possibility is increasing that it may result 
in a consequential trade depression in western 
Europe, the attitude of the United States may be less 
uncompromising. Advocates of a higher gold price 
can see a prospect of a ‘soft’ dollar, deflation in the 
United States, pressure on the sterling area and 
economic difficulties in store for the European mem- 
bers of NATO. They foresee.an intriguing balance 
of alternatives for the United States by the summer. 


Local Government in Greater London 


CHE Royal Commission on Local Government in 
Greater London, of which Mr W. H. Lawson, 

C.B.E, B.A., F.C.A., President of The Institute of 

hartered Accountants in England and Wales, is a 
member, have written to all the local authorities in 
the area explaining how the Commission pro 
to begin their investigations and inviting the focal 
authorities to submit evidence. EE 

The letter states that the Commission wish first 
of all to see how the present arrangements are working 
in some of the main local authority functions such as 
education, environmental health services, housing, 
personal health and welfare services, town and 
country planning, and traffic. SES 

, The Commission are also prepared to receive 
evidence from. members of the public. Any person 
who wishes to do so should send his evidence in 
writing to the secretary of the Commission, Mr J. R. 
Niven, Sanctuary Buildings, 16 Great Smith Street, 
London SWr. . EE M 


Reviews 


Cost Accounting 

Second Edition, by C. F. and W. J. SCHLATTER. 
(John Wiley & Sons Inc, New York. Chapman & 
Hall Ltd, London. 58s net.) 


Here is a book that every cost accountant should 
endeavour to read at some time during his career, 
and the earlier the better. The approach to the 
gubject is original. The authors show what 
information relative to the activities of a factory 
might be derived from a general accounting system. 
Having deduced the further needs of management 
for accounting controls, they then give simple 
examples of job costing and process costing (with or 
without the use of standards) before embarking on 
more detailed studies of the various elements of cost 
and of more advanced techniques. By this means, 
the interest of the student is held from the start by 
a demonstration of the practical utility of his studies; 
while the more advanced reader (who will not need 
to follow the details of all the illustrations) can 
review the objectives and principles of cost account- 
ing which will be assumed in the discussion that 
follows. l 

The examination of overhead costing is excep- 
tionally thorough, and includes a close study of the 
reasoning underlying various methods of allocating 
overhead to products, and of the implications of each 
method in regard to the interpretation of under- or 
over-absorption. The authors’ sense of humour, 
apparent throughout, is exercised here in connection 
with that method by which ‘the overhead rate is 
changed up and down in an attempt to make the 
burden account come out without a balance at the 
end of the fiscal period’. This not unknown device 
is castigated as the ‘kangaroo-rate method’ which, 
say the authors, ‘indicates a complete lack of under- 
standing of the objectives of burden application’. 

Ultimately, of course, even the book’s considered 
verdict in favour of a standard burden rate based on 

ractical capacity is open to the difficulty of defining 
practical capacity’. 

The rationale of standard costing is also given 
detailed discussion, and many well-qualified cost 
accountants will find matter for discussion here; 
particularly perhaps in the statement that 
^ Sf the standard is set after careful examination, 

standard cost is the nearest possible approach to 

the true cost of producing . . . and any excess of 

' actual over standard cost is a loss which must not 
be perute to attach itself as a part of the product 
cost, 

Due to the authors’ care in explaining the words 
they use, the terminology, though transatlantic, is 
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easy to follow. Nevertheless, such expressions as 
‘burden-budget-variation loss’ are lacking in euphonic 
appeal; and one might not agree with the authors’ 
preference for 'variation' in place of 'variance' since 
in this country the latter term has now a generally 
accepted technical significance. 

The whole tenor of the book might be summarized 
in a final quotation: 

*Sometimes the cost accountant may find it desir- 
able to deviate in his accounting practice from good 
accounting theory. . . . Knowledge of theory, how- 
ever, is prerequisite to sound decisions concerning 
appropriate deviations from it.' 

No sounder discussion of good accounting theory 
could be wished for than the authors of this book 
provide. 


Common Sense Economics 


by L. ArnsERT Haun (Abelard-Schuman Ltd, 
London. 18s 6d net.) 


This book, which has already appeared in an earlier 
German edition, has been written with two objects. 
The first is to examine critically the Keynesian theory 
of employment which now enjoys virtually universal 
acceptance among economists. The second is to 
provide the average business man with an under- 
standing of the workings of the modern monetary 
economy. 

There is no doubt that both these tasks need to 
be undertaken, but it is the height of optimism for 
any author to endeavour to undertake them simul- 
taneously within the compass of a single book. With 
all respect to Dr Hahn, his book is itself an eloquent 
testimony to this assertion. To start with, the average 
business man wil not possess the knowledge of 
general economic theory which an understanding of 
Dr Hahn's thesis requires. Much of the content will 
be comprehensible, but only in so far as it concerns 
the author's assertions a3 to the way in which the 
economy behaves; the main thesis is too difficult. 

For the young graduate brought up on Keynes, 
this book will provide a useful test of his grasp of 
employment theory, although it is not likely to change 
his views. 


The Book of the Stock Exchange 


Fifth Edition, by F. E. ARMSTRONG. (Sir Isaac Pitman 
& Sons Ltd, London. 45s net.) 


Comparatively few people outside its orbit have ever 
fully understood how the Stock Exchange works. 
Until recently, the fault lay principally with the House 
itself which did little or nothing in the way of employ- 
ing publicity in order to justify its ways to the lay 
public. In the last few years, however, a more 
enlightened Council has pursued a discreet and digni- 
fied policy of self-advertisement with the happy 
result that the haze of public ignorance about the 
functions of the House is slowly lifting. From the 
Visitors' Gallery, opened in 1953, it is now possible 
to observe the members at work below and, further, 
e 
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a number of attractive and useful pamphlets are 
svailable, making clear the services which the Stock 
Exchange offers to the business world. 

Foremost among other publications to shed light 
on the activities of Throgmorton Street is Mr 
Armstrong’s book which first appeared in 1934. The 
present edition brings the history up to date and if 
any trend is discernible in the still unfolding story, 
it is the realization by its rulers that the future pro- 
gress of the House resta in education and instruction 
and on the continuing rectitude of its members: The 
motto of the Stock Exchange is Dictum Meum Pactum 
und an institution which has flourished for so long 
on the sanctity of the spoken word must possess 
character and integrity in no small measure. Mr 
Armstrong brings out these qualities to the full in a 
narrative which is at the same time proud and 
practical. 


Costing in the Textile Bleaching, 
Dyeing and Printing Trade 


Published under the auspices of The Textile Finishing 


Trades’ Association (Sir Isaac Pitmaa & Sons Ltd, . 


London. 21s net.) 


In essence, this is a straightforward and careful 
account of the application of historical costing 
principles to a particular industry, It gives clear and 
el guidance as to the composition of each 
element of cost; the basis on which each item is to 
be identified with process cost centres; and the method 
of arriving at product costs, The authors (a com- 
mittee of chief cost accountants in the industry) have 
deliberately avoided recommending any specific 
` procedures, it being assumed that finishing ona of 
any appreciable size must possess a reasonably- 
trained co 

It would appear, however, that the individual 
firms in the industry vary considerably i in the refine- 
ment of their cost control techniques; and some sug- 
pes estions are given for elaborating on the basic scheme 

re set forth. On sixteen, for example, after 
categorizing all overheads as either fixed or variable, 
the authors recommend a more detailed study of the 
movement of semi-variable costs to those concerns 
which have the necessary resources. On page two, 
having decided against a general recommendation 
of standard costing, the committee recognize that 
‘considerable assistance may be given to management’ 
if in particular cases it is possible to establish stan- 
dards of performance. 

This book, therefore, does not deal with the more 
detailed problems of : ent accounting; but 
it does establish sound principles on which each 
firn may base the development of its own costing 
system. 

It is unfortunate that the typographical layout does 
not help to elucidate the authors' intentions; and the 
table of contents is several times at variance with the 
body of the text in the relative EON given to 
particular subject headings. - 
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Statistics: A New Approach 


by W. ALLEN Watts and Harry V. ROBERTS 
(Methuen & Co Ltd, London. 50s net.) 


This volume of over 600 pages represents ‘tie 
accumulated experience of teaching over many years ` 
the subject of statistics to non-mathematicians at the 
University of Chicago. It is intended primarily for 
class work and the teacher can exclude various parts 
of the book according to the requirements of the class. 

This is a very good book and the undergraduate 
taking statistics honours will welcome it. For the pro- 
fessional student taking statistics as a subsidiary 
examination subject, it is rather too long and intensive. 
in approach. Furthermore, given the rather stereo- 
typed form of questions which, fill the average statis- 
tics paper in such examinations, there are undoubtedly 
more suitable British books. If, however, any student 
is really interested in learning-more about this very 
important subject and the same applies to the 
practitioner — then this American book will give him 
a clear insight into the art of thinking 'statistically'. 
The ‘do it yourself’ questions following each chapter 
wil give the reader food for thought as well as 
showing him just how careless the non-statistician 
can be when he quotes statistical evidence in support 
of his arguments. ! 


Second redd, Supplement to 
Dymond's Death Duties 


Twelfth Edition, by RoBERT DYMOND and REGINALD 
K. Jonws, LL.B. (The Solicitors’ Law Stationery 
Society Ltd, London. 15s net. Twelfth Edition and 
Supplement, £5 58.) 

This new supplement is nearly twice as long as the 
first one, although appearing only a year later; which 
shows how rapidly the law of estate duty is develop- 
ing. A great deal of the new matter is devoted to the 
mammoth Section 38 of.the Finance Act, 1957, 
dealing. with. inter vivos gifts and releases of life 
interests. The supplement is well worth having if only 
for its exhaustive treatment of this thorny subject. 


Economic Issues . . 


edited by STEPHEN FROWEN and H. C. HILLMAN 
(Waterlow & Sons Ltd, London. 21s 6d net) 


The contents of this book are more clearly defined in 
the sub-title - 4 Financial and Economic Debate in 
the Critical Years 1954-57. It consists of some 
thirty articles on financial topics by various writers 
which have appeared during recent years in The 
Banker? Magazine. The contributions have been 
classified into six groups ranging from a discussion 
of the problem of inflation; a debate: on current 
monetary and fiscal measures, and several articles on 
the international aspects of Britain's economic prob- 
lems. Most of the articles are quite short; all are 
readable and singularly free from jargon. 

Space does not permit detailed or even adequate 
comment on the undoubted merits of this collection 
of writings. Every teacher of monetary economics 
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will be grateful to the editor of The Bankers’ Magazine 


for this volume, for it is ideal reading for students. 


The professional accountant who is interested in the 
finances of our economy will find in this volume 
informative, topical and above all comprehensible 
comment and analysis of issues as important.as they 
are misunderstood. This volume deserves a much 
wider audience than it will probably get. 


SHORTER NOTICE 


INCOME Tax Law AND PRACTICE, Supplement to 27th 
Edition, by Cecil A. Newport, F.A.c.c.a. and H. G. S. 
Plunkett, Barrister-at-Law. (Sweet & Maxwell Ltd, 
London. 3s 6d net.) This supplement brings the 27th 
edition up to Augusé rst, 1957, and readers will 
welcome the decision on this occasion not to produce 
a new edition, particularly as the additional text covers 
less than nineteen pages. Five néw cases are cited and 
the Finance Act, 1957, is naturally taken into account. 
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Finance and Commerce 


National Discount 


WE reprint this week the accounts of the 
National Discount Company Ltd, one of the 
three big discount houses in the London money 
market. The other two are Union Discount, the 
largest, and Alexanders. Discount companies are not 
required by the Companies Act to show separately 
their reserves and provisions or the movements in 
them, a point emphasized by the auditors in their 
report, to which is added a qualification: ‘Subject to 
the absence of provision for writing off the difference 
mentioned in Note 4 or the increase therein which 
occurred during the year.’ 

Note 4 shows that the securities have been brought 
in at cost plus a proportion of the discounts where 
bought below redemption values. The resultant 
amounts were less than the redemption values but 
exceeded market values at balance sheet date by 
£3,104,363 (1956, £2493, 573), and provision for 
the difference has not been made as all the securities 
are short-dated. It is considered unnecessary to make 

rovision for the depreciation, the chairman says in 
bis statement, be. ause the average life of the securities 
to redemption is fusi under three years. 

The corresponding Note 4 in the 1956 balance 
sheet showed the securities to be included ‘at or 
under cost and below their redemption values’. 


Profit Position 

The 1957 Note 4 has a material bearing on the year’s 
profit which is shown to include ‘the excess of 
amounts added to the book value of securities for 
customary amortization of discounts on short-dated 
securities purchased below redemption values over a 
provision made towards securities depreciation’. Asin 


the previous year, realized losses on sales of securities 
held at opening date have been met out of provisions 
held at that date towards securities depreciation. 


Comment in the financial Press suggested a view | 
that the company had changed the valuation basis ` 


of its short-dated securities and attention was drawn to 
the fact that while National profits were higher, both 
Union and Alexanders Discount showed lower profits. 

At the annual meeting, however, Commander 
Lovel Coke, 
everyone that there had been no change in accounting 
principles between the two years. He emphasized 
what he had said in his statement to the effect that the 
balance of profit for the year was calculated on the 
game principles as previously. He thought it desirable 
to make that point quite clear as there appeared to 
be an idea in certain quarters that they had adopted 
a new method of dealing with their investments. They 
had, in fact, used precisely the same method which 
they had employed for the past thirty years or more; 
and they would continue to use the same method in 
the future because they believed it to be the most 
suitable one for their business. 

This assurance is the final word and the critics, to 
whom the chairman referred, should be satisfied that 
the profit comparison is on a level basis. The fact, 
however, that such an assurance was felt necessary, 
rather tends to suggest that the report and accounts 
did not adequately present the situation. Possibly 
the note to the balance sheet could have been 
expressed in simpler wording. 


Stock Valuation 


` The experience of The Yorkshire Copper Works Ltd, 


with the Inland Revenue, may not be new to some 
e 


| 


the chairman, was anxious to assure ` 
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NATIONAL DISCOUNT COMPANY LIMITED 
BALANCE SHEET, 3iat DECEMBER, 1957 


1956 i 
Authorised Capital— 
423,345 'A' Stock x sé ae 423,345 
4,576,655 *B' Stock and Shares of £1 ech 4,576,655 
£5,000,000 
Issued Capital-— . 
423,345 ‘A’ Stock ae wh s 423,345 
3,035,540 *B’ Stock ii ix 3,035,540 
3,458,885 
165,115 Share Premium Account 7 Se z 
2,176,000 Reserve .. ie " $ 
164,029 Profit and ES hoin . e S 
5,964,029 
183,999,592 eee and Sundry Credito 
cluding Secured Deposit c of £176,702,376) 
Proposed Final Dividend, 
99,443 less income Tax .. sia 
Notes. 

(1) There is s Contingent Liability In yn: 

of Bills Re-discounted £13,019,177 (1956 
' £9,621,995). 

(2} Group Accounts have not been BS 
mitted because the Subsidiary Com- 
pany, which is wholly owned, has not 
traded ac any time, and has mada neither 
a profit nor a loss. it$ only asset is s 
deposit of £100 wich this Company. 

(3) Income Tax recoverable to date has been 
included in these accounts. — 

(4) British. Government and Corporation 
Securitles are Induded hereln at cost 
plus a proportion of discounts on short- 
dated securities purchased below re- 
demptlon values, The resultant amounts 
were less than the redemption values of 
the securities, but exceeded their 
market value at 31st December, 1957, by 
£3,104,363 (1956, £2,493,573), Provision 
for chis diffarence has not been made, as 
all che securities are shorc-daced. 

£190,063,064 


£5,000,000 





3,458,885 
165,115 
2,176,000 
158,260 


5,958,260 
{82,967,121 


99,443 


£189,024.824 


1956 


1,270,574 
100,955,503 


83,588,901 


4,148,086 


[89,963,064 


100,000 


£190,063,064 


Currant Assets— 


Cash at Bankers and in Hand zx $5 
Bills Discounted less Rabato oa ong 


British Government Short-dated Securities 
and Corporation Securities s Ps 
(See Note 4) 


Loans on Security and Amounts Receivable 


‘Fixed Assets- 


Freehold P ramis atapproxímatecost — .. 


Subsidlary Company— 


Shares at coat a e e af KE pe 100 
less Loan .. T T .. IO 


L. W. COKE, 

LIMERICK, J Directors 
W. SHEPHERD, Manager. 
A. E. WILLIAMSON, Accountant, 
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£ 


1,612,165 
109,427,767 


67,867,980 


10,016,912 


[88,924,824 


100,000 


£189,024,824 





1956 
— To Pension Fund Trustees AT Vue ie 
» interim Dividend, 
less Income Tax 
2,171 "AT Stock Si . 12,171 
87,272 *B' Stock d .. 87,272 
„ Proposed Final Dividend, 
less income Tax 
12,171 "AT Stock Se T . 12,17] 
87,272 "BI Stock ad 87,272 
164,029  ,, Balance carried to Balance Sheet .. 
£362.915 





PROFIT AND LOSS ACCOUNT for the Year ended 3ist DECEMBER, 1957 


£372,146 





1956 


214,503 

12,500 
202,103 
160,812 


£362,915 





By Balance of Profit for the 


r, including the 
excess of amounts ed to the book 
values of sacurities for customary amorti- 
sation of discounts on short-dated securi- 
ties purchased below redemption values 
over & provision made towards securities 
depreciacion (see Note 4), and after 
charging Profits Tax: losses realised on 
sales of securities held at 31st December, 
[956, having been met out of the provi- 
sions held at that date wowards securities 
depreciation D A e vs 


Less Directors’ Fees .. H T" 


» Balance from pravious year T es 


REPORT OF THE AUDITORS TO THE MEMBERS OF THE NATIONAL DISCOUNT COMPANY LIMITED 


220,617 
12,500 
208,117 
164,029 


£372,146 





In our opinion and to the best of our Information and according to the explanations given to us, the above accounts give the information 
required by the Companies Act, 1948, in the manner required of Discount Companles, which are not ju ier by the Act to show separately their 
i 


reserves and provisions or the movements therein, and give, subject to the absence of provision for wr 


ng off the difference mentioned ia Note 4 


or the Increase therein which occurred during the year, a true and fair view on this basis of the state of the Company's affairs as ac 3ist December, 
1957, and of Its results for the year ended on chat date. 

We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for our audit. In our 
opinion the Company has kept proper books of account and the above accounts sre in agreement therewich. 


PRICE WATERHOUSE & CO, 
Chartered 


3 Frederick's Place, London, EC2. 
H f6th January, 1958. 
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readers. In a statement by Colonel Gilbert Norton, 
chairman of the company, issued with the accounts, 
there are details of a challenge the Inland Revenue 
ig making to the company's stock-valuation basis. 

Col. Gilbert points out that the company values 
its stock on a basis having features similar to that 
commonly known as 'Last in, first out' which is in 


use in the U.S.A. and is generally acceptable to the ` 


authorities there. 

.But the Inland Revenue is now challenging 
this and suggests a basis which would take into 
account the sharp. fluctuations in the price of raw 
copper. This basis which may now have to be 


adopted, he says, will force up profits when the price. 


of copper.rises and depress them on a fall. As the 
price of copper in March 1956 was £437 per ton and 
in December 1957 was around {180 per ton, it will 
be seen, he says, that the differences can be major 
ones. 


Quinquennial Valuation 


The directors of Yorkshire Copper believe in having 
the value of the company's fixed ; assets vetted at 
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regular intervals. This is the year of the quinquennial 
valuation and the assets appear in the balance sheet 
at the new valuation. Note x to the balance sheet 
shows separately the figures for land, buildings and 
plant, the 1952 valuation plus additions, depreciation 
since, the new valuation, and the consequent increase 
in the figures. Freehold land alone has been valued 
at £136,040 as compared with {£79,401 five years 
previously, and on the fixed assets as a whole there 
is a valuation of £1,108,228 which has been added 
to capital reserves, 

The depreciation shown in the profit and loss 
account i8 based on the book values arising from the 
1952 valuation. It is calculated that, in future, the 
depreciation to be charged will be increased by some 
£65,000 a year. It is admitted that this is a big 
inciease in the charge against profits and that the 
increase will not be allowed for taxation purposes. 
The directors, however, consider it to be a necessary 
charge against profits ‘in order that depreciation. 
written off the assets shall provide sufficient to 
enable those assets to be replaced when necessary 
at current values’, 


CITY NOTES 


There has been little in economic, political and 
industrial news to relieve the gloom in the stock- 
markets, The moves to ease credit restrictions in the 
United States have had little effect on the Wall Street 
market which remains concerned with news of rising 
unemployment and of sharply reduced industrial 
company earnings. 

On this side of the Atlantic, the authorities still 
appear contént -to persist with a two-prong interest 
rate policy under which short-term rates are allowed 
to fall - the Treasury bill rate is now under £6 per 
cent — while long-term rates continue high. 

The reduction in Public Works Loan Board rates 
for the first time since September does nothing more 
than bring those rates into line with rates ruling in 
the open market, Statements by Cabinet Ministers 
suggest that while pressure on the Government to 
ease credit restrictions is growing, the official view is 


that the time has not yet arrived when such, a move : 


can be safely made. 

Meanwhile, fresh oil price and production cuts 
coupled with rising figures of laid-up tanker and 
freighter tonnage as well as the failure of world 
primary commodity prices to rally from their de- 
pressed levels continue to suggest that business 
recession, particularly in North America, has not 
yet run its full course. 

The fear that the United Kingdom has yet to feel 
the full effect of that recession is the principal reason 
for the weakness of the stock-markets and for the 
mounting demand for easement of credit conditions. 

Add to these factors the growing assumption that 
the coming Budget can hardly be expected to bring 
any major tax relief and the sombre market back- 
ground is complete. P 


RATES AND PRICES 
Closing prices, Wednesday, February 26th, 1958 


l Bank Rate 
Mar, 11, 1952 i? ren , 1955 4176 
Sept. 17, 1953 3 , 1956 5$ d 
May 13, 1954 3% Feb. 7, 1957 
Jan. 27, 1955 34% Sept. 19, 1957 P 
Treasury Bilis 
Dec. 20 6 8s 994d% Jan. 24 £6 er 6-56d% 
Dec. 27 67s 591d% Jan. ar 6 as 6-50d% 
Jan. 3 6 66 6-70d%  Feb.7 6 18 329d% 
Jan. 10 £6 6s asd% — Feb. 14 d os 10°56d% ` 
Jan. 17 £6 5s 10°33d% Feb. a1 5 198 §*52d% 
Money Rates 

Day to day st-5t% Bank Bills 
7 days 52% 2 months 6 04% 
Fine Trade Buls ie! 3 months 6 19 

3 months 2 -895 4 months 6 4% 

months 7 BO 6 months 6 4-6 196 
months 71-8192 l 
Foreign Exchanges l 
New York a'81 —4 Frankfurt 11:761 
Montreal 2-754-* Milan 1745}-} 
Amsterdam 10°624-4 Oslo 20:011-d 
Brussels 139'574—: 62i Paris 1179í-80l 
Copenhagen 19°34 A Zurich I2:a74-d 
Glit-edged 

Consols 24% 484 Funding 4% 60-90 ` 89$ 
Consols 4% 7o Savings2$% 64-67 79% 
War Loan 3475 64% Savings 3% 55-65 851 
Conversion AË 62 &x.d. avings 595 o 751ix.d. 
Conv'n. 34% 1969 8alx.d. Savings 394 05775 - 70 
Exchq'r 54% 1966 99%x.d. reasury SÉ 46i 
Funding 3% 66-68 80% Treasury 34% 77-80 73% 
Funding 3% 59-69 79% ‘Treasy. SE 79-81 7a} 
Funding3t76 99-04 67% — Victory 476 91ix. 
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J Current Law 


Liability of Master for Servant's Crime 
T LOYD v. Grace, Smith & Co ([1912] A.C. 716), in 
JA Zwrhich a firm of solicitors was held liable for the 
fraud of their clerk, committed when he interviewed a 
client in their office, was applied by the Judicial 


' Committee of the Privy Council in United Africa 


Co Ltd v. Saka Owoade ([1957] 3 All E.R. 216). In 

that case the appellant company entrusted goods to a 

driver and clerk employed by the respondent, who 

was a carrier. The goods were never delivered and 

the driver and clerk were subsequently convicted of 
ing them. 

Delivering the opinion of the Judicial Committee, 
Lord Oaksey said that in their lordships' opinion 
there was no difference in the liability of a master 
for wrong whether for fraud or any other wrong 
committed by a servant in the course of his employ- 
ment. It was in each case a question of fact whether 
the wrong was committed in the course of the 
servant's employment, and, in the case before their 
lordships, they had no doubt that the conversion of 
the appellant's goods took place in the course of the 
employment of the respondent's servants. 


Validity of Charge 


EN Syrett v. Egerton and Others ([1957] 3 All E.R. 


— 


331) C. entered into a covenant with S., whereby 
he charged ‘all his income and estate from whatsoever 
source the same may be derived and of whatever 
nature respectively with the payment to S. of an 
annual sum, Subsequently C. specifically mortgaged 
certain copyright royalties. One of the sources of C.'s 
income was tbe right to receive from B. & H. Ltd 
certain royalties and he gave to B. & H. Ltd notice 
both of the covenant and of the mortgage. C. made 
default under the mortgage, and B. & H. Ltd, having 
in its hands a sum of money due to him, applied by 
way of interpleader summons for directions whether 
pm should be made to S. or to the mortgagees. 

or the mortgagees the point was taken that the 
charge in favour of S. was too vague to be enforced 
and, as it purported to be a charge on the whole of 
C.'s income and estate, was so wide that equity would 
not enforce it. It was also alleged to be against 
public policy because it was said that it might deprive 
C. of the whole of his assets and his power to maintain 
himself. The Divisional Court of the Queen's 
Bench Division held that there was no doubt that the 
charge was effective so far as it related to C.'s present 
and future income, since that was identifiable pro- 
perty, and. it followed that S. was entitled to the 


' moneys due on account of the royalties. In the circum- 


$% 


THE 
ACCOUNTANT 261 


stances the Court was not called upon to decide the 
larger question, whether the charge of the whole of 
a person’s property and estate might be unenforce- 
able in equity or contrary to public policy. 


Bankruptcy: Stay of Action 
N Realisations Industrielles et Commerciales S.A. v. 
cher and Partners ([1957] 3 All E.R. 241) the 
question was raised whether an action by the plaintiff 
company against L. (who was sued as a firm) was 
automatically stayed by reason of the fact that L. 
had on the previous day filed his own petition in 
bankruptcy and an order of adjudication had been 
made. : 

Lynskey, J., having pointed out that if a plaintiff 
is adjudged bankrupt the adjudication operates of 
necessity as a stay of proceedings, because, on the 
property which the plaintiff has in his claim passing 
to the Official Receiver or the trustee in bankruptcy 
there is nothing left in the plaintiff which he can 
enforce, said that there was nothing in the Bank- 
ruptcy Act, 1914, which dealt with the effect of an 
adjudication order in the case of the bankruptcy of a 
defendant, so that the matter was left under the 
provisions of Section 9 (1) of that Act, which gives 
both to the Bankruptcy Court and to the Court in 
which the proceedings are pending a discretion to 
stay proceedings against a bankrupt at any time after 


_ the presentation of a petition. 


In the case before his lordship no stay had been 
made by the Bankruptcy Court and he decided, in all 
the circumstances, to hear the action, expressing the 
hope that, if he found in favour of the plaintiff, the 
Official Receiver or trustee in bankruptcy would 
accept his judgment as being some proof of the debt 
when it came to be proved in bankruptcy. 


Exercise of General Power 


RIMA facie a residuary bequest in a will is 

. effectual to dispose of property subject to a 
general power of appointment vested in the testator, 
and the onus of proving a contrary intention in the 
will is on those who say that the residuary bequest 
does not so operate. The testatrix in Re Thirlwell's 
Wil Trusts, Evans o. Thirlwell and Others ([1957] 
4 All E.R. 465) had three general powers of appoint- 
ment under three settlements. By her will she 
expressly exercised two of these powers but made 
no reference to the third one. 

Roxburgh, J., could find nothing in the will to 
satisfy him that the testatrix intended not to exercise 
this third power. His lordship pointed out that her 
intention not to exercise the power could only be 
drawn from the will if it was clear that the deceased 


. in making the will had the power of appointment in 


mind. Had his lordship been satisfied, which he was 
not, that the testatrix had in. mind the power which 
she had not expressly exercised, he would have held 
that she had shown a contrary intention. l 
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Correspondence 

Letters must be authenticated by the name and address of 

the eoriter, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Decimal Coinage 


Sm, — During recent weeks you have published letters 
from a variety of contributors dealing with this matter, 
including some proposals for consideration. Some of 
those proposals have*been most ingenious whilst 
others would require the introduction of an entirely 
new coinage and thus become very difficult in 
pue and calculated to cause even greater con- 
on. 

Although it is of a relatively small denomination 
by reference to current values the English Florin 
would appear admirably to lend itself for adoption 
as the basc coin, thus: 


£ s d Florins Cents 
I OO IO 
IO O 5 
2 0 I 
to 50 
6 25 
I 5 
A - 21 


The half-crown piece, as we now know it, would 
disappear, the copper 1d and 4d would be slightly 
revalued and foreign exchange rates would be quoted 
to Florins 100 (e.g. U.S.A. $28). 

In order to convert from pounds sterling into the 
new currency one need only move the decimal point 
one place to the right thus, £296 12s 6d (£296-625) 
would become Florins 2,966:25. 

Could any proposal be simpler? Tt is true, of course, 
that our balance sheets and profit and loss accounts 
would look ten times as large in value but we should 
soon get used to that. Indeed, it is simpler than 
P.A.Y.E. to which a very large number of people 
have never, and never will, become accustomed. 

Yours faithfully, | ! 

Essex. S. W. G. IVES. 
Sm,- I am pleased that interest in the subject of 
decimal coinage has been rekindled and I would like 
to thank Messrs G. N. Thornton, G. Pember and 
E. C. Shanks (January 25th issue) for their very 
helpful letters. 

I think Mr Thornton would agree that his basic 
unit of 1-2d is too large as even the farthing is still 
used in some trades. However, it is dying and I 
would support the 100-halfpenny unit mentioned by 
Mr Shanks. Perhaps we could name it a ‘Zeta’ to 
remind us of progress elsewhere. 

'The method and number of decimal places are not 
important as they can and must be determined 
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eventually, although my suggestion was for immediate 
application by using our present currency entirely or, 
failing the currency change, by using a conversion 
table for accounting transactions. What is really 
important is that your readers continue to help you, 
sir, in the necessary “extended campaign’. 

The only ‘essential conservatism’ to be overcome 
is that of the legislators, as stated in my first letter 
(November 16th, 1957, issue), for the bulk of the | 
community is concerned only with the total receiv- 
able on pay-day and this could conceivably be more 
if we made the change and consequently the saving. 

Mr. Shanks's remark ‘even where benefits are 
patent’ and perusal of the leading article in your 
August 24th, 1957, issue, prompt me to put two 
questions to you, sir, and your readers: ` 

(1) What were the Government's reasons for reject- 

ing the findings of the Hodgson Committee and, 
if valid then, are they still valid? 

(2) Are there any estimates as to the cost to our 

economy of continuing to bury our heads in the 
sand over the currency and weights and 
measures problem and how do such estimates 
compare with the estimated cost of a total 
change-over to the metric system? 


Yours faithfully 
Kenley, Surrey. 


S. J. RUDDELL. © 


Work Study 
SR, — In his article, “Work study a facet of 
management accounting’ (February ist issue), Mr 
Beard has rendered a service in drawing attention to 
work measurement as à means of establishing stan- 
dards of performance for standard: costing 

It is, however, unfortunate that an article which- 
will be widely read by members of a profession — 
many of whom may not be well versed in work study, 
but who increasingly appreciate its relationship to 
management accountancy -should make sweeping 
assertions in criticism of well-established work ` 
measurement procedures. To imply that these pro- 
cedures are fallacious; to recommend a deceptively 
simple alternative; to ‘express the firm conviction 
that professional accountants should set up their own 
standards in the numerous smaller factories’, omit- 
ting any qualifying reference to the hazards and 
responsibilities involved, is to offer advice which, if 
acted upon, could destroy the reputation of the 
profession and do grave harm to industry. 

Mr Beard commends the Outline of Work Study 
published by the British Institute of Management; 
he should know that a British Standards Institution 
committee has prepared draft standards of work study 
terminology; no doubt he knows that many of the 
leading industrial concerns in this country (for 
example, I.C.1. and Unilever), not to mention count- 
less lesser known firms, employ work study; and 
finally he should know that the procedures of work 
measurement which he so blithely dismisses are 
implicitly accepted in the publications and practices 
of these organizations. - S. y : 
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I should be making an unreasonable demand on 
your hospitality if I submitted an adequate critique 
of Mr Beard's article, but I hope that sufficient has 
been said to discourage bland acceptance of a highly 
misleading line of argument. 

Yours truly, 
G. L. PAGE, Managing Director, 
NATIONAL UNION op MANUFACTURERS 
London, EC4. ADVISORY SERVICE LTD- 


Accounting for Women 


Sm, — It was interesting to read the leading article 
in The Accountant of February 15th, which gave 
information regarding the number of women within 
the qualified ranks of our profession. 

In this article, chartered accountants and certified 
accountants are mentioned, but no reference is made 
to those who are incorporated accountants. Í am 
surprised at this in view of the special category of 
members within the English Institute which has 
been created recently with this title. 

Possibly, however, the numbers are small and you 
- preferred for this purpose to include the women 
who are incorporated accountants in the estimated 
number of those who are chartered accountants. 

. Yours faithfully, 

Ipswich. B. V. PIGGOTT. 
[As our correspondent suggests in his final para- 
graph, the estimated figure of 450 women Chartered 
Accountants mentioned in the article, includes women 
members of the Society who have been, or will be, 
admitted into one or.another of the Chartered Insti- 
tutes. The approximate figure of 450 is constituted as 
. follows: Scottish Institute, 135; English Institute, 200; 
Irish Institute, 15; the Society, 100, — Editor] 


Sm, — Your leading article “Accounting for Women’ 
(February die issue) pinpoints a serious gap in the 
statistics of the accountancy profession— a gap 
which should be filled without delay. I have often 
felt that a survey such as you suggest would prove 
both interesting and informative, and only recently 
I could have used such information to good advantage 
when I was représenting the profession at a careers 
convention held in a girls’ school near Manchester. 
While several suitable girls expressed an interest in 
accoünting, several parents asked the seemingly 
inevitable question *What if she gets married? It will 
bé five years wasted'. T could only point out that 
training is never wasted and tell them that although 
I was married and had a young family, I was still 
able to run a small practice. But how much better 
it would have been if I could have drawn from 
knowledge of a wider field. This is only one small 
part of the information which is needed, and it is my 
belief that potential articled clerks of the right 
standard may be lost if we cannot persuade parents 
that there is a future in the profession for both single 
and married women and show them where the special 
opportunities for women do occur. 

- The: new booklet, Why not become a nee 
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Accountant?, together with useful notes provided by 
The Institute of Chartered Accountants in England 
and Wales, assist the careers adviser, but for conven- 
tions held in girls’ schools, the equipment is not 
complete without information on the lines of the 
survey suggested in your article. 
Yours faithfully, 
i MARGARET A. T. "HODGE. 

Cheadle Hulme, Cheshire. 


Multiplication Check 


SIR, — Your issue of January rrth has just reached 
me, and a letter in it has prompted the following 
comment: 

Observe that letter (rrth J an. ) 

From Mr Pawson, with his plan 

For checking a multiplication 
. By digital manipulation. 

The method he prescribes hereunder, 

Could lead one into serious blunder. 

So, lest you. fail to spot the fault, 
— Please take it with a pinch of salt. 
- ‘Split and add, and then you can, sir, 

. Quickly check you previous answer.’ 
I've seen this dodge somewliere before 
And think it neither safe nor sure, 

For he who works this way and fidgets 
With those misleading little digits, 
May in his haste transpose a figure 
And get an answer less or bigger 
‘Than is the true one, and what's more 
'Three-forty-two and three-two-four; 
For instance, would appear the same. 

- I fear the method is to blame. ` 
Ah! no, my friend, ’tis but a trick, 
A juggling with arithmetic.. 
If you've a figure to be checked, 


:, Take pains to see that it's correct, . 


For things will take you twice as long 
If your quick-checking system’s wrong. 
Yours faithfully, 
WW? B. W. .JONES, B.COM., ACA, 

Singapore. 

Sir, - In Mr Thorne’s letter (February 15th issue) 
he gives four stages to achieve the. squaring of 
numbers. 

I wonder if other readers have noticed that the 
four stages are the application ud the algebraic 
formula: 

. (a+b) —a* 4: 2ab b? 

Thus to: calculate the example given, 465: 
Let 40 equal a and 6 equal b. 
Thus, a? or 40=40 X 40 = 1,600 

2abor2X40X6 = "480 





bor 6X6 = 36 
46* = 2,116 
l Yours faithfully, 
London, ECI. J. JOHNSON. 


Sm,—I am overawed by the agility with which 
recent correspondents Bie performed their mental 
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gymnastics, especially by Mr Thorne’s ‘all you do’ 
in squaring 374 (February 15th issue). 

May there not be a danger of taking this too far, 
as did the old shepherd who, when congratulated 
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narrow opening, replied that he simply counted their 
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legs and divided by four? Yours faithfully, 
Perth. DOUGLAS TAYLOR, GA 


Taxation Cases 


A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’, 


Race-course Betting Control Board 
v. Young 
In the High Court of Justice (Chancery Division) 
December 6th, 1957 
(Before Mr Justice UPJOHN) 

Income tax - Trade - Running of totalisators at race- 
courses — Deduction of expenses — Application of balance 
under approved scheme — Whether payments thereout 
allowable deductions ~ Improvement of race-courses — 
Whether capital expenditure — Race-course Betting Act, 
1928, Sections I, 2, 3 — Betting and Lottertes Act, 
1934, Section 18 ( 5)- Income Tax Act, 1952, 
Section 137 (a), (f). 

The appellant Board was established by statute to 
legalize the use of totalisators on race-courses which 
it approved, and it is bound to distribute the whole 
of the stake-money among the winners, subject to the 
deduction of such percentage as it may from time to 
time determine. This percentage is paid into a 


totalisator fund which it is bound to apply, after. 


deducting all taxes, rates, charges and working 
expenses, in accordance with a scheme approved by 
the Secretary of State, ‘for purposes conducive to 
the improvement of breeds of horses or the sport of 
horse-racing’ and for ‘purposes conducive to the 
advancement and encouragement of veterinary science 
and education’. 

In each of the years under appeal the amount paid 
into the totalisators was about £25 million, and the 
payments to winners were between /22 million and 
£23 million. After meeting expenses the balance was 
in excess of £500,000. Under the approved scheme, 
about half of each balance was paid into a fund called 
the race-course fund, which was divided among the 
approved race-courses, and was expended, subject to 
the approval of the Board, in improvements to the 
race-courses themselves. This money was also used 
for the purpose of augmenting the prize-money, so as 
to attract more entries, in making travelling allowances 
to owners and trainers and a runner's allowance to 
every owner whose horse ran in a race. Further 
payments were made towards the administrative 
expenses of the Jockey Club, the National Hunt Com- 
mittee, the Race Finish Recording Camera, and for 
the benefit of point-to-point meetings. 

It was contended on behalf of the Board that sums 
spent out of thé yearly balances for the purposes 
mentioned were allowable expenses of carrying on 


the Board's activities, which were in the nature of 
trade or could alternatively be debited in the Board's 
accounts before arriving at the balance. The Special 
Commissioners decided that the payments were made 
wholly and exclusively for the purposes of the Board's 
trade, but that the. items of expenditure, which 
were claimed by the Inland Revenue to be of a capital 
nature, were 80. 

Held, that payments out of the yearly balances 
were neither working expenses nor sums wholly and 
exclusively laid out for the purposes of the- Board's 
trade, but were applications of profits of the trade ` 
and that, although it was not necessary to decide 
the point, the items held by the Special Com- 
missioners to be of a capital nature, were not in fact so. 


Hochstrasser v. Mayes 
Jennings v. Kinder 
In the High Court of Justice (Chancery Division) 
December 2oth, 1957 

(Before Mr Justice UPJOHN) 
Income tax — Employment — Loan to employee to buy 
house — Guarantee against loss - Payment under guaran- 
tee - Whether profit from office or $a ioni -— 
Income Tax Act, 1952, Sections 156, 160, Schedule 
IX, paragraph 5 

The respondent in the first case was employed by 
Imperial Chemical Industries Ltd, and one of the 
conditions of his employment was that he should 
move to such of the company's factories or offices as 
he should from time to time be directed. In 1950 he 
was transferred to Lancashire, and meeting with 
much trouble in purchasing a house, learnt for the 
fist time of & housing scheme operated by the 
company. 

Under this scheme the company made an interest- 
free loan to an employee who was transferred, varying 
in amount in relation to his emoluments from the 
company, and secured by a mortgage of the house. 
The company did not require the loan to be repaid 
until fifteen years had elapsed, or until the employee 
was again transferred, retired on pension or left the 
company's employment, or died. The company 
undertook to pay to the employee the amount of any 
loss of value of the house on a subsequent transfer, 
or on the employee's death while in the company's 
service, or on his retirement on pension. If the 
employee was transferred, and he wished to sell the 
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house, he had to offer it to the company, which then 
had the right to buy it at a valuation price, any loss 
being made up by the company. If the company did 
not purchase the house, and it was sold within a year, 
the company paid a sum equal to the deficiency be- 
tween the cost of the house and the sale price; if the 
house was not sold within a year, it had to be valued 
at the end of the year, and the company made good 
any deficiency. If the employee wished to sell the 
house for reasons of his own, the company, if it 
consented to the sale, would pay him the amount of 
the loss, 

On his transfer in 1950, the respondent bought a 
house for £1,850 and financed the purchase by a 
mortgage from a building society, by an interest-free 
loan from the company and by providing a small sum 
himself. In 1954 he was transferred to Yorkshire, and 
he offered the house to the company but the offer was 
declined. He therefore sold the. house, with the 
company’s consent, for £1,500, and the amount of the 
loss, £350, was paid to him by the company. He was 
assessed under Schedule E in respect of that sum. 

The General Commissioners found as a fact that 
the respondent’s salary was calculated independently 
of anything he might receive under the housing 
scheme, and that salaries paid by the company 
compared favourably with salaries paid by other 
employers not operating such a scheme. They allowed 
his appeal. The appellant in the second case was in 
similar circumstances assessed and, as he received 
emoluments in excess of £2,000 a year, the respondent 
i1 his case contended, alternatively, that a sum of 
£450, which had been paid to him under the scheme, 
was an expenses allowance within Section 160 of the 

‘Income Tax Act, 1952. In his case the General 
Commissioners dismissed his appeal. 

Held, in the first case that the £350 was not an 
emolument of the respondent's employment, and, in 
the second case, that the £450 was neither an emolu- 
tent of the appellant's employment, nor an expenses 
allowance. 


Western United Investment Company 
Limited v. C.I.R. 
In the High Court of Justice (Chancery Division) 
December 2oth, 1957 
(Before Mr Justice UPJOHN) 

Stamp duty — Sale of shares — Price by instalments over 
25 years - Balance payable on default — Transfer on 
payment of first instalment — Transfer deed stampable 
ad valorem ~ Whether agreement stampable as instru- 
ment being only or principal or primary security - 
Whether transfer deed stampable on footing that default 
clause may operate — Whether interest payable on repaid 
duty — Stamp Act, 1891, Sections 13, 56, Schedule — 
Law Reform (Miscellaneous Provisions) Act, 1934, 
Section 3 — Crown Proceedings Act, 1947, Section 24. 

On May 9th, 1956, the appellant company pur- 
chased a block of preference shares and a block of 
ordinary shares in a company for £5} million, and 
contracted to pay the price at the rate of £44,000 a 
: ~% 
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year over 125 years. No interest was charged on the 
outstanding balance. If the company defaulted in 
payment on any instalment or any part thereof for a 
specific period after it became due, the whole of the 
unpaid instalments were to become immediately 
payable, and were to carry interest at 4 per cent per 
annum. On payment of the first of the instalments 
the appellant company was to receive a transfer deed 
for all the shares, The seller was not to be entitled 
to any charge or lien on the shares. The deed of 
transfer was also dated May gth, 1956; but it was 
conceded that the question in the case had to be 
decided on the footing that the agreement was 
executed on that day and the transfer deed on or 
after the payment of the first jnstalment, which was 
on June rst, 1956. 

The Inland Revenue contended that the agreement 
should be stamped as a ‘Bond, Covenant or Instru- 
ment of any kind whatsoever’ in the.schedule to the 
Stamp Act, 189r, and under paragraph (1) as ‘being 
the only or principal or primary security for... any 
sum or sums of money at stated periods’. The duty 
would then be £13,750. It was contended on behalf 
of the appellant that the agreement was exempt from 
stamp duty under Section 56 (4) of the Stamp Act, 
1891. It was contended on behalf of the respondents 
that this exemption applied only if the separate 
instrument referred to in the subsection (the agree- 
ment in the present case) came into existence after 
the conveyance on sale (the transfer deed in the 
present instance.) 

It was agreed that the deed of transfer had to be 
stamped ad valorem as a conveyance on sale; but it 
was contended on behalf of the appellant company 
that, by Section 56 (2) of the Stamp Act, 189r, only 
twenty of the instalments could rank for the computa- 
tion of the amount of the duty. The duty would then 
be £17,600. For the respondents it was contended 
that, as there was a clause in the agreement which 
provided that all the outstanding instalments should 
becorne payable in the event of default in the payment 
of any instalment (or portion thereof), stamp duty, 
amounting to £110,000, should be levied on the total 
consideration. 

It was contended on behalf of the appellant that 
the Court had power to order interest to be paid on 
repaid duty, because of Section 3 of the Law Reform 
(Miscellaneous Provisions) Act, 1934, and Section 
24 of the Crown Proceedings Act, 1947. It was con- 
tended on behalf of the respondents that repaid duty 
was not a debt within Section 3 of the Act of 1934, and 
that no interest was payable. 

Held, (1) that Section 56 (4) of the Stamp Act, 1891, 
did not exempt the agreement from stamp duty, and 
that the duty under that head was £13,750; (2) that 
Section 56 (4) did not charge the whole of the con- 
sideration, but only twenty of the instalments, on 
which the duty amounted to £17,600; (3) that the 
Court had no power to order the Inland Revenue to 
pay interest on the £92,400, which they had to repay 
to the appellant company. S s 
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In Parliament 


Income Tax: Schedule A 


Sir J. Duncan asked the Chancellor of the Exchequer 
how much would have been left in the taxpayer’s 
pocket in 1956-57 if Schedule A income tax had been 
abolished; and what is his estimate of the yield of this 
tax in 1957-58. 

Mr Suwon: Assuming that rents would be charged 
to tax under Schedule D, the answer is about {£40 
million, including surtax, in 1956-57. The correspond- 
ing figure for 1957-58 is about £41 million. 


Hansard, Feb. 13th, 1958. Written Answers. Col. 72. 


Personal Incomes and Taxation . 


Mr Jonn HALL asked the Chancellor of the Exchequer 
his estimate for the year 1957-58 of the total number 
of incomes up to and including £1,000 and over £1,000, 
respectively, and of the total tax likely to be paid by 
each category. 

Mr Simon: The following estimates are provisional: 


Range of income 


Number of | Income 'Tax 
before tax i 


and Surtax 





The joint income of husband and wife is counted as 
one unit. Incomes exempt from tax on account of age 
are excluded. 

Mr Jonn HALL asked the Chancellor of the Ex- 
chequer what percentage of the total working popula- 
tion is exempt from income tax; and what percentage 
pays an effective rate of 2s or less on each /, of income. 

Mr Smon: About 25 per cent pay no tax because 
their incomes are covered by allowances and a further 
55 per cent pay at an effective rate of 2s or less on each 
£ of income. 


Hansard, Feb. 13th, 1958. Written Answers. Col. 73. 


Income Tax: Reduced Rate Band 


Dame IRENE Warp asked the Chancellor of the 
Exchequer how many people he estimates would be 
affected by restoring the 1955~56 bands of income 
tax payments with a ceiling of {600 gross income per 
annum; and what would be the cost. 

Mr Gong: Counting the joint income of husband 
and wife as one, about eight million taxpayers have 
incomes under £600 and it would cost nearly £40 
million to restore the lowest reduced rate band of 
£100 to them. 


Hansard, Feb. 20th, 1958. Oral Answers. Col. 1397. 


Income Tax: Allowances 
Mr Lewis asked the Chancellor of the Exchequer 
(1) How far under his regulations an individual tax- 
payer is allowed to claim expenses and income tax 


allowance on moneys spent in supporting or opposing 
the declared objectives of political parties. 


(2) How far under his regulations moneys expended ' 


by public companies for political purposes, such as 
propaganda expenses against the declared objectives 
of political parties, are allowable as deductions from 
company profits and as deductions for income tax 
purposes; and what limit is imposed on such allowable 
expenses. 

Mr Amory: An allowance is only made where the 
expenditure can be shown to have been incurred 
wholly and exclusively for the purposes of the tax- 
payer's trade, whether the taxpayer is a company or 
an individual. 


Hansard, Feb. 18th, 1958. Written Answers. Col. 129. 


Steel Companies: Expenditure 


Mr Frank ALLAUN asked the Chancellor of the 
Exchequer in view of the large sums now being paid 
by steel companies out of what would otherwise be 
taxable profits, for a campaign against steel re-national- 
ization, if he will subject such expenditure to tax. 

Mr Suwon: I would refer the hon. member to my 
right hon. friend's reply to the question asked by the 
hon. member for West Ham, North (Mr Lewis), on 
Tuesday. 

Mr ALLAUN: Is it not a fact that if the steel owners 
were not spending this money on propaganda it would 
be taxable and available to increase Government 
income, as the Inland Revenue originally held? Does 
the hon. and learned gentleman hold that the decision 
over Messrs Tate & Lyle applies to this very different 
situation and campaign? 

Mr Simon: No claim has yet been made to deduct 
any such sums from the profits returnable for tax. It 
is not for me to say how far the case of Morgan v. 
Tate & Lyle applies to these circumstances, but it 
does not necessarily apply. i 


Hansard, Feb. 20th, 1958. Oral Answers. Col. 1392. 


Surtax and Income Tax: Aggregation of Income 


Mrs L. JzcER asked the Chancellor of the Exchequer 
how many working wives pay surtax on the whole 
of their income; and how much it would cost to abolish 
aggregation of income for surtax purposes. 

Mr Simon: About 85,000 taking the wife's earned 
income as the top slice of the joint income. The cost 
of abolishing aggregation would be nearly £5 million 
in a full year on the assumption that the separation 
applied only to earned income. 

Mrs JzcER: Would not the Chancellor of the Ex- 
chequer enjoy the undying devotion of 85,000 women 
and their husbands by removing this unfair incidence 
of income tax? 

Mr Simon: I certainly cannot anticipate my right 
hon. friend's Budget statement, but for all I know 
he already enjoys the SE devotion of SE 
women. 


Hansard, Feb. 20th, 1958. Oral Answers. Col. 1394. 
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Notes and Notices 


PERSONAL 


Messrs Barron, MayHEW & Co, Chartered Account- 
ants, of Alderman’s House, Bishopsgate, London, 
EC2, announce that Mr Joun E. CAMPBELL, A.C.A., 
and Mr Feurx H. Cook, A.C.A., have been admitted 
to partnership in the firm’s practice in Portugal. 


Messrs BOWKER, STEVENS & Co, Chartered Account- 
ants, of Queen’s College Chambers, Paradise Street, 
Birmingham, 1, announce that after fifty years! 
continuous service with the firm, their senior partner, 
Mr F. W. STEVENS, F.C.A., has now retired from active 
practice. His services are being retained as a consultant 
and he will be available in this capacity by appoint- 
ment. The remaining partners will continue the 
practice under the same name. 


Mr Eric HUDSON, A.C.A., announces that he has 
commenced practice at Norwich Union House, 17—19 
Albert Road, Middlesbrough, under the style of 
Eric Hupson & Co, Chartered Accountants. 


Messrs SPAIN BROTHERS & Co, Chartered Account- 
ants, of r Old Burlington Street, London, Wr, and 
37 Brighton Road, Sutton, Surrey, announce that as 
from March rst, 1958, they have taken into partner- 
ship Mr DonaLp Henry KIRK, A.C.A., who has been a 
niember of their staff for over twenty-five years. 


‘The announcement in last week's issue of the removal 
of Messrs JAMES WonLEY & Sons to 116 Cranbrook 
Road, Ilford, referred to the Ilford office only. The 
ou cen of the firm remain at the same addresses 
88 before. 


PROFESSIONAL NOTES 


Mr J. C. Dickinson, A.C.A., has been elected a special 
director of the Skefko Ball Bearing Co Ltd and will 
assume the position of executive assistant to the 
1nanaging director; he will continue as secretary of the 
company. 

Mr G. W. Searle, D.S.C., A.C.A., who joined the 
accounts department of The British Petroleum Co 
Ltd in 1946, has been appointed deputy chief account- 
ant of the company. 

Mr W. N. Tonkinson, M.C., A.c.A., has been 
appointed to the board of British Monomarks Ltd. 


Mr S. C. Tyrrell, F.C.w.A., has been appointed a 
director of Ransomes & Rapier Ltd, of Ipswich. 


OBITUARY 
STANLEY ALFRED MEACOCK, F.C.A. 

We have learned with regret of the death on February 
14th of Mr Stanley A. Meacock, F.c.a., a partner in 
the firm of Walter Meacock & Co, Chartered Account- 
ants, of Newport, Monmouthshire. 

Mr Meacock served his articles with his brother, 
Mr Walter Meacock, and passed the Final examination 
in 1904, gaining tenth place in order of merit. He was 


'admitted an Associate of the Institute in that year and 
* 


was elected to Fellowship in 1gr1. He was: President 
of the South Wales and Monmouthshire Society of 
Chartered Accountants from 1936-37 and also served 
as Vice-President of the South Wales and Monmouth- 
shire Chartered Accountant Students’ Society. 

A prominent Freemason, Mr Meacock was Provincial 
Grand Secretary of Monmouthshire from 1925~37. He 
was appointed Deputy Provincial Grand Master of 
Monmouthshire in 1937 and in 1942 was appointed 
Grand Superintendent of Monmouthshire in Royal 
Arch Masonry; he held both these offices at the time 
of his death. In 1954 he was awarded the Order of 
Service to Masonry by the Grand Master, the Rt. Hon. 
the Earl of Scarbrough, K.G. 

During the Second World War, Mr Meacock served 
as an Inspector of Special Constables. 


THOMAS RIMINGTON, F.S.A.A. 


We have learned with regret of the recent death in his 
eighty-fifth year of Mr Thomas Rimington, F.S.A.A., a 
former partner in the firm of Baker & Co, of Leicester. 
At the time of his retirement in 1954, Mr Rimington 
was the oldest practising accountant in Leicester. 

Mr Rimington was admitted an Associate of The 
Society of Incorporated Accountants and Auditors in 
1900 and commenced in practice on his own account 
in the following year. He was also associated with the 
firm of R. R. Preston & Son, Chartered Accountants, 
of Leicester, before he joined Baker & Co as a partner 
in 1952. 

Mr Rimington had been a Vice-President of The 
Incorporated Accountants’ District Society of Leices- 
tershire and Northamptonshire and was a director of a 
number of companies. He had many activities and 
interests outside his professional life; he was a Free- 
mason and, in earlier years, a golfer. He was a member 
of the Leicestershire County Cricket Club and had 
other local sporting associations. 


LOCAL LOANS FUND: INTEREST RATE 


The Treasury has announced that loans advanced to 
local authorities from the Local Loans Fund on and 
after February 25th, 1958, until further notice shall 
carry the following rates of interest: 


Per cent 

Loans for not more than five years 61 (72 
Loans for more than five years, but not 

more than fifteen years e Sa 64 (62) 

Loans for more than fifteen years 6i (6%) 


The present rates of interest (shown in brackets) 
have been in force since September 28th, 1957. The 
new rates apply only to future loans; the rates of 
interest on existing loans are unaffected. 

It is stated that the changes are designed to keep 
the lending rates of the Public Works Loan Board in 
line with those prevailing in the market for loans to 
local authorities and are in no sense a sign of any 
relaxation in credit policy. 
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INCREASED NATIONAL HEALTH SERVICE 
CONTRIBUTIONS 


It was announced by the Chancellor of the Exchequer, 
Mr Heathcoat Amory, in the House of Commons on 
February 18th, that National Health Service contri- 
butions would be raised from July 1st to offset the 
increased charge of the service on the Exchequer. 

The increases in National Health Service contri- 
butions will be 6d for men, 4d for women and 2d for 
juveniles, with in each case, an additional 2d from the 
employer in the case of employed persons. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN IRELAND 


MEETINGS OF THE COUNCIL - 


Special and ordinary meetings of the Council of The 
Institute of Chartered Accountants in Ireland were 
held in Belfast on Thursday, February 6th. ` 


Attendance 


The President, Mr G. F. Klingner, was in the chair, 
and there were also present: 

Messrs James Walker, Vice-President, H. E. A. Addy, 
John Bacon, Mervyn Bell, Robert Bell, A. S. Boyd, G. A. P. 
Bryan, G. E. Cameron, Frank Cleland, A. E. Dawson, 
James Graham, N. V. Hogan, John Love, R. E. McClure, 
R. J. Neely, R. P. F, Olden and D. McC. Watson, with the 
Secretary and the Joint Secretary and Treasurer in attend- 
ance. 
~ Apologies for absence were submitted from Messrs 
Patrick Butler, M. M. Connor, J. F. Dempsey and 
H. W. Robinson. 


' The President welcomed Messrs Mervyn Bell, 


Robert Bell and R. J. Neely, who had been co-opted 
to the Council in December 1957. 


Integration 
Bee members of The Society of Incorporated 
Accountants were admitted to membership of the 
Institute as Associates under the terms of Clause 2 
of the Scheme of Integration, ten of the new Associates 
being subsequently elected to Fellowship. 


Death l 
The death on January 5th, 1958, of Mr Patrick Joseph 
Purtill, F.c.4., of Dublin, a former President of the 
Institute and a member of the Council from 1942 to 
1955, was noted with deep regret. 


Fellovoship 
The following Associates were elected to Fellowship: 
Boyle, Samuel Henry, Belfast. 
Garland, Leonard Frederick, Belfast. 
Kirby, John, Cork. l 
Kirby, William, Cork. 
` Morrison, Robert Ian, Dublin. 
Sherriff, Denis Gordon, Hong Kong. 


Assoctateship in Practice ` 
William John Ryan, A.C.A., Tralee, Co. pens. was 
admitted to practice. 
Membership 

The following candidates, who were successful at the 
Final examination in November 1957, were admitted 
to membership: 

Bowers, Louis Brendan (Dublin); Brennan, Brian Donal 


He 
ACCOUNTANT 


March Ist, 1958 


Dublin); Brennan, Stephen Joseph (Dublin); Butler, 
Patrick Godfrey (Dublin); Carthy, Francis Fenton (Dublin); 
Devitt, Francis John (Dublin); Donnelly, James Francis 
(Maynooth, Co. Kildare); Doorly, John Joseph (Ros- 
common); Flusk, Bernard Patrick Joseph (London); 
Graham, John Stanley (Belfast); Griffin, Gerald Rowland 
(Kilkenny; Lewis, Ronald Arthur Cecil (Dublin); 

McCracken, William Alfred Bruce ublin; McGrady, 
Edward Kevin Gabriel (Downpatrick, Co. Down); McIlduft, 
Patrick (Belfast); McMorro ugh, Dermott James (London): 
Maher, Michael Francis u blin); Marsh, Louis Noel 
(Dublin); Martin, Henry (Newtownards, Co. Down); 
Murphy, David Ignatius (Dublin); O'Neill, Neil Vincent 
(Dublin); Roe, Joseph ME Francis (Dublin): Shribman, 
David Elliott (Belfast); Spain, Alexander Jerome (Dublin); 
peel e Fitzgerald Belfast); Webster, Donald Charles 


At a short ceremony the President: welcomed a 
number of the new Associates and presented certifi- 
cates of membership. 


Re-admission 
One application for re-admission to membership was 
acceded to. 
j Resignation from Council 


The resignation from membership of the Council of 
Mr Patrick Butler, F.c.a., Dublin, who was President 
during the years 1953-54 and 1954-55, was accepted 
with very great regret. 


Examinations: May 1958 
It was decided that Preliminary, Intermediate and 
Final examinations of the Institute should be held in 
Belfast and Dublin on May 2oth, 21st, 22nd and 23rd, 
1958. 

Intermediate and Final examinations of The Society 
of Incorporated Accountants (in voluntary liquidation), 
which are being conducted in Ireland by the Institute, 
will be held in Belfast and Dublin on May 13th, ae 
15th and 16th, 1958. 


THE ASSOCIATION OF SCOTTISH 
CHARTERED ACCOUNTANTS IN LONDON 


ANNUAL MEETING 


The annual meeting of The Association of Scottish 
Chartered Accountants in London was held on Tues- 
day, February 18th, at Plantation House, Mincing 
Lane, London, EC3, Mr R. Adams, c.a., took the 
chair and the annual report was approved. ; 

Mr W. R. S. Richie, c.a., and Mr J. Thomson, C.A., 
retired from the Committee and were succeeded by 
Mr J. Black, c.a., and Mr I. M. Bowrie, M.A., C.A. __ 

Replicas. of the golf cups won in the 1957 competi- 
tions were then presented to Messrs H. C. Maclellan 
and A. H. Syme. Mr R. Darby, who was also due to 
receive a replica, was unable to be present. 

Mr J. S. Wilson, c.a., who had been elected to 
succeed Mr Adams as Chairman proposed a vote of 
thanks to Mr Adams for his services over the past two 
years. 

The report of the Committee states that under the 
convenorship of Mr D. Galloway, c.a., the discussion 
group arranged two most successful meetings during 
the year. The first was a paper given on November 
26th, 1957, by Mr E. B. Neame, A.C.A., who spoke on 
‘A stockbroker’s interpretation of company accounts’. 
The second meeting was on January 14th, 1958, when 
Mr W. S..Risk, B.CoM.(EDIN.), C.A., spoke on ‘Manage- 
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ment accounting’. Both papers caused considerable 
interest and the meetings were well supported. 

The Association's annual dinner (reported in The 
Accountant of November 16th, 1957) was held on 
November 11th at The Savoy Hotel and was attended 
by some 320 members and guests. 


GOLF CLUB 


| The meeting was followed by the annual meeting of 
the Association's Golf Club at which the Club’s Cap- 
tain, Mr J. D. St Clair Harrison, M.A., C.A., took the 
chair. 

Mr Harrison presented the annual accounts to the 
meeting and explained that the Committee for the 
ensuing year was composed of the first three members 
placed in each of the annual competitions in 1957, viz 

Messrs R. Darby, c.a., A. H. Syme, C.A., A.C.W.A., 

R. K. Graham, B.A.((CANTAB.), GA, H. C. Maclellan, 

M.B.E., T.D., C.A., J. H. Williamson, c.a., and J. B. Peat, 

C.A. 

In proposing the re-election of Mr R. Jardine, M.C., 
C.A., as honorary auditor, the chairman expressed the 
appreciation of the Club for his services. 

It was announced that the Wood Cup against the 
Chartered Accountants’ Golfing Society would be 
played at St George's Hill on April 22nd, the Moore 
Cup at Gleneagles on May 9th and the annual com- 
petitions at the Berkshire Golf Club on July rr, 
An additional prize will be presented in connection 
with the Wood Cup for the best score over thirty-six 
holes for the day and the expenses of the winners of 
the Past Presidents’ and Bogey Challenge Cups in the 
annual competitions will be paid for the Moore Cup 
raeeting in 1959. 

Mr Harrison then announced that under the Club 
rules it was his prerogative, as retiring captain, to 
nominate his successor and he had much pleasure in 
. appointing Mr N. S. Matheson, C.A., as captain for 
` the ensuing year. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


New COMMITTEE MEMBERS 


A special general meeting of members of the London 
and District Society of Chartered Accountants was 
held at the Chartered Insurance Institute on February 
18th. At the meeting, approval was given to the amend- 
ment of the rules of the Society in order that the size 
of the committee might be increased to provide for the 
co-option of members of The Society of Incorporated 
Accountants (in voluntary liquidation). Accordingly, the 
committee has been increased by seven additional seats 
distributed as follows: four for members in practice, 
one for a member in the service of a practising ac- 
countant and two for members otherwise employed. 

At a committee meeting on the next day, these 
additional vacancies were filed by election of the 
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following former members of the committee of the 
Incorporated Accountants’ London and District 
Society: ^ 
In Practice: 
Mr J. A. Allen (Hughes & Allen). 
Mr C. V. Best (Allen, Baldry, Holman & Best). 
Mr A. C. Simmonds (Gedge, Ilott & McLeod). 
Mr H Gordon Smith (Keeling & Co). 
In the Er Ké a practising accountant : 
Mr C. 7 » n (with Deloitte, Plender, Griffiths 
& Co 


Otherwise employed: 
Mr J. W. Cooke, Treasurer, St Pancras Borough 
Council. 
Mr S. L. Pleasance, Director, Parnall (Yate) Ltd. 


MANAGEMENT AND 'l'AXATION DISCUSSION GROUPS 
As a result of integration, two further discussion groups 
previously run by the Incorporated Accountants’ 
London District Society, are now open to chartered 
accountants. 

The taxation group meets on the first Wednesday of 
each month up to and including May 7th, and the 
management group on the second Wednesday up to 
and including April 9th. Both groups meet at 6 p.m. 
at Incorporated Accountants’ Hall, Temple Place, 
Victoria Embankment, London, WC2. 

Members would be welcome at these meetings and 
full particulars may be obtained from: 

Taxation group: Mr H. Gordon Smith, 

Keeling & Co, 118 Chancery Lane, WC2. 

Management group: Mr D..L. Brown, of Mars Ltd, 

Slough, Bucks. 

At the meeting of the management group to be held 
on March rath, Mr K. P. Bennett, of Harris Lebus Ltd, 
will introduce the topic of "The marginal approach'. 

No definite subject is put down for discussion by the 
taxation group; the members generally deal with tax 
problems which have arisen during the preceding 
month. 


c/o Messrs 


DINNER AND DANCE 


The Secretary of the Society has asked us to announce 
that it is regretted that no further applications for 
tickets for the Society’s dinner and dance on March 
28th can be accepted, as all available tickets have been 
allotted. 


SEVENTY-FIVE YEARS AGO 


The Editor would be glad to hear from any reader who 
may have a volume of The Accountant for 1883 for 
disposal. 

Following the destruction of the editorial offices by 
enemy action during the Second World War, the early 
volumes then lost have been replaced with the exception 
of that for this one year. 

It would be appreciated, therefore, if anyone who 
may be able to assist in this respect would write to the 
Editorial Offices, 4 Drapers’ Gardens, London, EC2. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


‘ 


Membership of the Committee 


The Committee have elected Mr P. C. Le Mesurier to 
fill the vacancy following the resignation of Mr R. C. 
Boxhall. 

Integration 


Pending registration of articles and formal admission 
to the London Chartered Accountant Students’ 
Society, former members of the Incorporated Students' 
Society are being welcomed to temporary membership 
and are invited to lectures and other activities. Up to 
the end of January nearly 1,300 Incorporated students 
had applied for temporary membership of the Students' 
Society. 
Debates 

The spring session of debates has got away to a very 
encouraging start indeed. No less than ninety-two 
members attended the first meeting. Miss H. M. 
Taylor, of the Abbey School for Speakers, was present 
to give advice and training on speaking in public. 


Examination Results 


The November 1957 examination passes show an 
interesting trend in the results of London Students' 
Society members. In the Final examination, 46 per 
cent of the successful candidates came from London, 
compared with 35 per cent in May 1957; and in the 
Intermediate examination, 49 per cent of those 
successful compared with 43 per cent in May. Of those 
candidates who were placed, four out of seven in the 
Final were from London as were thirteen out of twenty 
in the Intermediate. 
Prizes awarded by the Students’ Society were: 
Final: 
Plender Prize: Mr 5. D. Rathbone. 
Edith Sendell Memorial Prize: Mr D. Anton. 
Howitt Prize: Mr J. D. Cormie. 
Intermediate: 
Plender Prize: Mr W. K. Ng. 
Edith Sendell Memorial Prize: Mr B. V. Carsberg. 


Sport 


Recent sports results have been very gratifying, 
victories being recorded against the National Pro- 
vincial Bank at badminton, the Solicitors! Articled 
Clerks’ Society at rugby football, and the Metro- 
politan Police at squash. 

A hockey match played at Edgbaston on February 
roth, against the Birmingham Students’ Society, 
resulted in a draw with a score of 4-4. Harding and 
Bergman excelled for London, whilst goals were 
scored by Freer (2), Myers and Turner. The team was 
as follows: 

M. L. Pecker, R. E. Brayshaw, M. Harding, 

Rowell, J. H. Bergman, R. M. Dunham, J. Be 

Freer, A. C. A. Myers, J. Flower, C. Turner, 


T. J. 
; ER, 


Next Week's Meetings 


The following meetings of the Society will be held 
during next week: 


Monday, 5.15 p.m., at Incorporated Accountants’ Hall: 
Introductory course lecture on "T'he conduct of a typical 
case in the Courts', by Mr J. R. Phillips, Barrister-at-Law. 


Tuesday, 5.15 p.m., at Incorporated Accountants’ Hall: 
Introductory course lectures on (1) ‘Records leading to 
the items in final accounts’, bv Mr F. R. Porter, F.C.A., 
A.C.W.A.; and (a) ‘Partnership jaw’, by Mr P. W. Medd, 
Barrister-at-Law. 

6.30 p.m., at Dorking: Lecture on ‘Auditing’, by Mr 
R. S. Waldron, A.c.A. 


Wednesday, 5.30 p.m., at the Library: Debate on the 
motion “This house has no sympathy with those who 
go on strike'. 

Friday: Punched-card accounting film and demonstration 
(Chelmsford Branch). 

5.39 p.m., at Beaver Hall, Garlick Hill (behind Mansion 
House Station): Talk on “What are you training for?’ 
Speakers: Mr Hugh T. Nicholson, F.c.a. (in practice), 
and Mr W. S. Hayes, a.c.a. (financial director, J. & 
Hall Ltd). Chairman: Mr C. Romer-Lee, M.A., F.C.A. 


IHE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


Results of Examinations held in December 1957 
FINAL EXAMINATION 


SECTION I 


First Place and Prize: Shiel, M., Horsforth. 
Second Place: Teasell, R. W., London. 


Third Place: Chapman, E. A., Croydon. 


Fourth Place: Bleasdale, F. E., St Annes-on-Sea; Reeve, W. J., London. 


(in alphabetical order) 


Abbey, F Tyr Balaban, S. S., Prestwich. Bethel, J; W., Bolton. 
Addison, | "e pue Baldry, R. O., Orpington. Bish (Miss) F. M., Denton Burn. 
Adie, A. Morte near Barnsley. Bargery, J. V., Wednesfield. Bott, F. W., Maidatone. 
Adjarko, O., ' London. Barne, J., Accrington. n P., London. 
Ambler, G. H., Normanton. Bastians, M. L., London. Bray, G. W., Thornton Heath. 
Archer, R. E., "Portsmouth. Batchelor, G. V. R., London. Burford, A. L a anaon: 
eh, M. A. Bate, K., Melksham. Butler, E. w ceda, 
aD C. H. "Grimsby. Ba te, R., Cupar. 
Atkinson, R., Newcastle - upon Tyne, Bentley, K., ‘Nottingham. Cabot, J. H. F., Kesgrave. . 
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Campbell, L. A., London. 
annon, R., Southsea. 


Carr, N. 

Chambers, B. B., Worcester Park. 
Chambers, F. V., Chislehurst. 
tis et R., Frecheville. 


Damen, D. A., Alton, 
Dean, D., Tadcaster. 
Delamere, T.. Liverpool. : 
Deslandes, P, G., London. 
Dingley, D. B., Altrincham. 
Donald, J. A., Aberdeen. 
Deeper, H. E., Selsdon. 
Drewe, J. M., Crosby. 


Elm, Es Lenton. 

8, - am. 

E»skine, A. West Kilbride, 
Evans, E. H., Briton Ferry, Neath. 
Evans, G. D., London. 

Eve, R. A., Epsom. 

Eve, R. W., London. 

Ewart, J. F., Cheltenham, 


Farmer, E. R., Swansea. 
Faulding, R. À., Orpington, 
Fearn, J. K, ton-in-Lindrick, near 


Gibbins, M., London. 
Gibbs, G. J., London. 
Girdiler, J., London. 

., Birstall, 
Goodacre, D. W. F., London. 
Goode, K. F., St Albans. 
Gordon, A. E., St Albans. 
Gould, D. J., Woking. : 


Green, A. G, Elsecar. 
retton, R. C., Dagenham. 
Gutteridge, J., Barton. 


Flall, R. G., South Shields. 
Hallett, M. A., London. 

Hamid, R. A. G., London. 

Fiare, M. H., Greenford, 
Flarmsworth, C. A. A., Wembley. 
Harness, M. F., West Bridgford. 


THE 
ACCOUNTANT 


Harper, D. C., Leicester, 
Hart, B. W., London. 
Hempatead, A, L., London, 
Hewett, H. C. J., London, 
Hiett, K. J., E Sieten 


Howe, B. W., Bournemouth. 
Hughes, J. P. C., Edinburgh. 


Ingham, J., Leeds. 
Inglis, G 


Jones, K., Rufford. 


Keefe, R. D., Wembley. 

Kelly, W., London. 

Kent, A., Norton. 

Kent, I. J., Erith. 

King, G. R., Melksham. 

King, (Miss) J. D., York. 
o ] 


Korwaser, M. H., London. 


Lambert, D. J., E. Dereham, Norfolk. 
Lansdowne, H. J., Isleworth. 
Laube, R. T. A, London. 
Lee, G. P., Dublin. 
DU É., London. 
Lewis, B. E., Fishponda, 


Lowe, S. N., Nottingham. 


Macleod, R. N., Keighley. 
Magill, R. B., Westcliff-on-Sea. 
Marlow, R. H., Shortlands. 


Mills, L., Bury. 

Miltiadou, N. M., London. 
Mitchell W., Glenrothes, 
Moore, R. S., Hounslow. 
Murphy, A. M., Dublin. 


Nisbett, A., Morecambe. 
Nugent, D. L., London. 


Oakley, N. R., London. 
Q'Connor, S., Kendal 
O'Malley, P., Dublin. 

- Opara, L. M., Leeds. 


374 Candidates failed., 
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Pearson, A. F., Cosham. 
Pentland, E. P., Winlaton. 
Pidd, F. E., Doncaster, 
Poole, D. H., Bristol. 
Purdham, J., Caterham. 


Randall, E. E., London. 
Reeves, D. H., Billericay. 
Roulson, J. E., Nottingham. 


Saunders, R., London. 
Segall, J., London. 

Shand, A., Boreham Wood. 
Sheppard, B., Iver. 
Skeiton, P. W., York. 


Spence, W., Glasgow. 
Spencer, e a drin 


Stanley, E. W., Aylesbury. 

Steele, E., Leeds. 

Sutehall, Miss R. A., Tottingdean. 
Swales, N., Doncaster. 

Talbot, I B., Reading. 

Talbot, J. E., Billericay. 

Tett, T. H. B., Bishopston. 


Thackrah, P., Wakefield. 
Thompson, J., Halton. 
Thorn, R. J., Greenford. 
Tinegate, K., Kirkella. 
Towell, R. M., Wembley. 
Truswell, R., Manchester. 


Upton, P. R., Horley. 


` Wilson, J. P., Hull 


Withnall, A., Paisley. 
One = a pen 
cic ., London. 
Wright, A. G., Basildon. 
Wright, L., Reading. 
Wyatt, P. B., Bushey. 


Yammin, D. K., London. 


- 


First Place and Prive: McCarthy, D. N., Abergavenny. 


Second Place: peo» W. J., Exeter. 


Pearson, R. H., Norwich. 


Abdalla, I. H. O., London. 
Annand, M. J. C., Welwyn. 
Atkinson, C. K., Burton-on-Trent, 


Barber, E. E., Hounslow. 
ion H. W., Hitchin. 
i 


(in alphabetical order) ` 


Barber, P. N., Hyde, Cheshire. 
Batley, R., Huddersfield. 
Battin, Mise P. C., Ashford. 
Batts, D. F., Birmi 

Barts, P. R., London, 

Beattie, J., Saintfield. 


* 


Fourth Place: Kemp, I. T., London. 


Bees RE, Pei, n 

, R. E., Paisley. 

Bell. F. Mc. L., West Hartlepool. 
Bingham, M. H., London. 


Blake, D. J., Romford. 
Blake, R. G., Billericay. ` 
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Blackwell, T. E., Bramhall  : 
Bray, G. F, Cathaya, "Cardiff. 
Brennan, R. J., Liverpool. 


Brookes, K., [d PAL Wombwell, Yorks. 


Brookes, T. G 
Brooman, D. T. London. 
Bull, D. V., Harlow.. 
Bull, M. A. Mansfield. ` 
Burns, M., London. 
Byrne, W. K., Burnley. 


Goler d G., Coventry. 
Campbe R. Chryston, T Lanarks. 
Ca e b. Te 
Carmel, P., Manchester. 
Carr T. B., Ryton-on- Tyne. 
R. A., Stoke-on-Trent, 
Casey Leeda, 
hamberiain, J. E., London. 

easell, E., Southampton, 
Clark, D. B., Sutton. 
Coats, Lil "London, 5 


Cole, G: E., Hatch End. 
Connell, M., London, 


Dales, F., - LW. 


Dalto Welwyn Garden City. 


ckburm. | 
Emberson, T. E., Reading. 


Fearnley, A. E., Newton-le-Willows, Keren 


Fisher, G. H., London. 
G. A. een, 


Foskett, K. ^ . London.. 
Fuller, B., Leeds. 


Gabriel, W. T. G 
Garthwaite, M., Hud 


Gray, A. F., Bexley 
rifiths, F. A., Biahopstoke, Hants. 


Candidates 


Passed with Honours 


Passed .. Se 


Failed 


Total sat Y 
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Grime, T. W., Bolton. 
Hall, C., Newcastle upon Tyne. 


Hancock, G. F. J., Chesham, 
Hanson, J. D., Harrogate. 
Hanson, ife. 
Harbour, P F., East Grinstead. 
Hardaker, E. Shipley. 
Harton, À., Glasgow. 
Harwood, en Ta 
Hayden, ngley. 
Heard, A. `, Otford, Kent. 
H zb London. 
Higgs, R. Altrincham. 

É. J., Welwyn Garden City. 
Hillier, R. E., Redland, Bristol. 


Hollowday J. H., London. 
Hornsby, Å. P., Derby 
Ho A E? iE HEN 


Hughes, T.W, erby. 
Hunt, R, J., Walton-on-Thames. 
Hyman, S. S., Stanmore. 


Inchley, R. A., Smethwick. 


Jackson, e Gateshead. . 
enkins, Cambridge. ` 
ohnson, H. d F., Romford, . 


teg H P., London. 
ones, R. E., London. 


SE I., Northampton. 


Knowles, D., St Helens. 


Lavelle, R. F., Liverpool. 
B. H., Ashton-under-Lyne. 
Geen R. E E., PR upon Tyne, 


Le G. ]., 2 
Ludlam, E. C., Driffield. 


ME D. G., EES 


Neville, H E., London. 
Nicholson, E G., Gateshead. 
Nwangoro, L. O. d. Leeds. 


O'Neill, J., Burton-on-Trent. 
243 Candidates failed. 
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hnessy, C. O., Birkenhead. .. 
Owoseni, J. A., London. te. 
Oyelowo, A., Leeds. 


Parsons, D. A., London. 
Pearson, E., Sunderland. 


Piggott, R. G., Barming, Kent. 


Ray, E. C., London, 

Reed, L. F. G., Sidcup. 
Roberts, L. M., Liverpool 
Robins, WM. Southsea. 

Routle e, A. L. C., London. 
Russell, D. J., Bromley. 

Ruasell, G., Romford, 

Ruston, D. AS Chatteris, Cambs. 


Wembley. - 

` R., Stockton-on-Tees, 
Sims, T. A., Kettering. 

Smart, H. P., Birmingham. 
Smith, K. R., London. 

Smith, R. C. G., London. 
Smith, R. L., North Harrow. 
Souch, F. A. Oxford. 


Stewart, J. J., Sunderland. 
Strawbri M. J., Honiton 
Sword, W. E., W 


Telfer, B. Mc. M., Pavarilam: 
Toy, S. C., Calcutta. 


Underwood, R. J., Croesyceiliog, Cwmbran. 


ight, W. E., Hessle, 
Walker, j., Gateshead. 
Walton, J. L., Stanmore. 
Waters, London. 
Webber, R.S , Coventry. 
Webber, R a Bristol. 
Wendriner, Mrs L., London. 
Werner, E. W. C., "London. 
White, T., Chelmsford. 
Whitwell, M., Bristol. 
Wilkinson, C. F., London. 
Williams, K hee 
te ent 
iamso verpoo 
Wilson, S S. FD undalk. 
Winpenny, K. Cp Middleton, Manchester. 


Younghusband, D. J., High Wycombe, 


Wainw 
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E mediate I II Total 
5 5 4 17 
63 206 202 170 646 
63 422 374 243 1,102 
134 633 581 417 ,765 
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The Savings Enigma 
I: has been apparent for a few years that the rate of personal 
savings in this country has been increasing fairly quickly. The 
figures of the nation's annual saving effort are a residual item, 
struck after all expenditure out of income has been taken into 
account. It is not surprising, therefore, that the statisticians were 
at first inclined to think with due modesty that the rapid increase 
in this residual item was caused by the large margin of error which 


.can be involved in a calculation of this kind. Evidence has ac- 


cumulated, however, to show that the statistics have been more 
accurate than one dared to hope. 

According to the February issue of the Treasury’s Bulletin for 
Industry, personal savings have increased from 2 per cent of 
disposable income in the average of the years 1948-1951, to 
IO per cent in 1956 and a provisional 11 per cent for 1957. The 
figure for 1938 was 6 per cent, so that today the rate of saving 
is almost double pre-war and incidentally almost double the 
current rate of saving in the United States. It is, indeed, possible 
that the rate of saving bears comparison with the great decades 
of thrift before the First World War. Certainly today we are by 
any comparable standard a nation of savers. 

- No one has yet attempted a thorough analysis of this revival 
of thrift. T'here are certain reasons why the rate of saving should 
have been lower after the war since people wished to restock and 
re-equip. It would therefore be expected that an increase would 
set in after this process had been under way for some time, 
especially as interest rates have been high in the last few years. 
This does not explain, however, why saving should be as high 
as it is today. 

It is important to keep the picture in perspective. Personal 
savings include contributions to pension schemes and payments 
to building societies and bank deposit accounts. The biggest 
increase in saving has been of a contractual nature, especially 
life insurance policies, and these are, in a sense, a form of forced 
saving. But in addition to the personal element, a large and un- 
known element in the total is accounted for by savings of one-man 
businesses, partnerships and other unincorporated organizations. 

The largest element in saving, taking the community as a whole, 
is still companies and public corporations. Due to the large in- 
crease in personal saving, the amount of forced saving done by 
the Government by way of budget surpluses has become less 
important of recent years, which is another way of saying that 
high personal savings have helped to keep taxation lower than it 
would otherwise be. The imagination boggles at the burden of 
taxation which might have been imposed to finance the post-war 
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boom in this country if there had not been a 
growing amount of abstention from consumption 
by the public by way of saving. The following 
table puts the relative importance of the three 
media of saving in correct perspective. It will be 
noticed that between 1938 and 1951, the pro- 
portion of total savings made by companies and 
public corporations was unchanged. In the follow- 
ing two years this proportion declined, to make a 
recovery in 1954 which has not been maintained. 


SHARE OF TOTAL SAVING 


Per Cent 

1938 1948-51! 1952 1953 1954 1955 1956 
Persons e. 55$ 9 32 321 28 32 394 
Companies 
and public 
corporations 6o — 60à 49 544 61 514 48$ 
Central | 
Government 
and local 
authorities— 16 30 I9 13 I1 164 12 


! Average. 


The large volume of investment by the State, 
public corporations and individuals in recent 
years has been made possible by the high level 
of saving. The level of capital accumulation in, 
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Say, 1956, was inflationary enough and a severe 
strain on the available resources of materials, 
equipment and manpower. It would have been 
even more of a strain if saving as opposed to 
consumption had not been expanding rapidly. 
At the moment there is some danger of savings 
being accumulated more rapidly than they can 
be employed, and indeed the short-term problem 
may now be, not how to save more, but how to 
put the savings to work when interest rates are 
prohibitive. 

The last decade's savings figures remain for 
the present something of a mystery. We know 
that people have saved much more but we do 
not know why. Is it because genuine thrift is 
increasing? Is it because most of the savings are 
contractual through life policies and building 
societies? Is it because interest rates are high? Is 
it because hire-purchase restrictions are fairly 
severe? Who is doing the saving and how far is it 
being done by individuals as opposed to un- 
incorporated businesses? ‘The answers to these 
questions would provide one of the most interest- 
ing and as yet unwritten chapters in post-war 
economic history. 


Normal Activity 


A FACTOR IN FORMULATING STANDARD COSTS 
by HARRY DUGDALE, A.A.C.C.A., F.C.W.A., A.M.B.LM. 


HERE is more than one school of thought 

on what constitutes normal activity;.on the 

manner in which it should be computed; 
and the terms in which it should be expressed: 
Thus, normal activity may represent the degree of 
utilization of manufacturing facilities; or it may be 
formulated on the basis of expected sales volume; 
or on an admixture taking both of these factors 
into the recipe. 

Industrial activity spells creation — the creation 
of either materials (which are then used by 
allied industries in the manufacture of ultimate 
end-products) or of manufactured products. In 
either case, the process of conversion supervenes, 
i.e. of rough into refined materials; of materials 
into parts, and into wholly-integrated final 
products. Conversion necessitates the availability 
of manufacturing facilities, in which an appreci- 
able portion of the concern’s capital is invested. 


The factor of materials apart, therefore, what an 
industrial company does when manufacturing 
and marketing products is to sell the time-use of 
its production and sales facilities (including 
therein not merely the overhead directly created 
by the ownership and operation of such facilities, 
but the expense of administration and manage- 
ment). 

It appears to be logical that normal capacity 
should represent the expected use of manufactur- 
ing facilities. But obviously, unless this is to be 
other than intelligent guesswork, it must be based 
on data which, on examination, support the 
norm. By the process of segregation, normal 
activity must lie somewhere on the pass leading 
from the valley of sub-normal to the peak of 
super-normal. On this basis, normal activity, as 
expressing the expected use of manufacturing 
facilities, should be gauged over a representative 
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period of years, in order to exert a 'smoothing' 
influence over seasonal trends, and to reveal any 
cyclical effects. 

The latter point is important. It will direct 
attention to the necessity, in certain instances, for 
avoiding a mere averaging of past achievement. A 
confirmed annual trend in past activity may point 
to the desirability of establishing normal activity 
on a plane higher than it would have been had 
cyclical variations been allowed to supervene in 
the assessment. 


Historical Review of Sales 


I:xamination of past achievement. involves the 
study of recorded sales. If the latter are graphed, 
the trends, up and down, may be viewed in 
comparison with the average of the period studied. 
Home judgment will be called for even at this 
exploratory stage. For example, a trend of increase 
over recent years might suddenly have been 
arrested by a decrease. The latter may be herald- 
ing a cyclical fall, and knowledge of prevailing 
market conditions should be used in forming an 
opinion as to whether the fall is a temporary. 
incident rather than the commencement of a 
continuing downward trend. The trend-line 
should be derived, preferably, from an examina- 
Don of as many recent past years’ sales as are 
considered to reflect activity which was other 
than normal. 

But to go too far in this historical review may 
defeat its own object. Somewhere in those years 
a trend may have evinced itself which has been 
confirmed by the sales volume in ensuing years, 
and which may rule out of court the earliest years 
in the period reviewed, because inclusion of the 
latter for averaging purposes may result in the 
establishment of normal activity at a level lower 
than that based on the most recent years of con- 
firmed trend. 

Normal activity requires to be shown in terms 
other than sales value,. however, if it 1s to reveal 
what proportion of capacity utilization is en- 
visaged. In connection, reference has 
already been made to the fact that the norm may 
be expressed in various ways. ‘The index may be 
machine-hours; direct labour hours; product 
units; monetary value of sales. The two latter 
bases do not appear to go to the root of the 
problem, which is to assess the potential use of 
manufacturing facilities. ‘They are not sufficiently 
decisive for this purpose, except perhaps in cases 
where a very restricted range of products is 
manufactured in a production cycle which is 
common to all. 
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' Plant Utilization Factor 


It appears to be more effective to assess normal 
activity in terms of machine-hour utilization. This 
calls for the translatory factor of product-process- | 
times (or, in their absence, estimates in lieu) 
which have been made available following the 
application of work measurement technique to all 
factory processes. If normal activity — as based on 
past sales achievement, adjusted, where necessary, 
in the light of current conditions in the marketing 
sphere ~ is evaluated in terms of process machine- 
hours, an incisive index of normal utilization may 
be formed. That index should be compared with 
potential operating capacity. not neglecting the 
opportunity to make a reasoned definition of 
maximum available operating hours. 

. In some cases the initial incursion into a 
formulation of normal activity starts. from this 
end: maximum available hours are reduced by 
estimates of the time which will be lost to manu- 
facturing by causal factors such as plant break- 
down, waiting for work, power reduction. (The 
latter exercise itself can be salutary if continued 
to the point of evaluating these lost hours in 
terms of constant overhead thereby rendered 
irrecoverable.) The residual hours then represent 
maximum manufacturing time; and the question 
remaining to be settled is the proportion of the 
latter total representing normal activity. It is 
suggested that the latter computation be com- 
pared with that cited in the previous paragraph, 
when considering whether a factual normalcy 
emerged. 

It is realized, of course, that despite the 
growth of applied work study, many companies 
are not yet equipped to provide this factor of 
product-process-time for use in assessing normal 
activity.. Nevertheless, it may be possible to make 
reasonable estimates of operational times (it 
depends, inter alia, on the nature of the process- 
ing, i.e. complex or simple) which: can be used in 
the interim. Such a course may be easier where a 
restricted range of products is made in relatively 
simple process cycles. Where, on the other hand, 
process cycles are extended and products divetse, 
a more complex situation will arise. The latter 
should direct attention to the potential vaig of 
work study. 

Normal activity oead in terms of SE 
hours should be analysed to reveal the expected 
utilization in each cost centre. Emergent data 
here will indicate not only where the processing 
time .requirement involves other than normal 
hours; but point to potential bottle-necks created 
by insufficient facilities in any cost centre, Infor- 
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mation of this nature can be decisive in en- 
deavours to obtain the most smooth and rapid 
flow of production. Careful consideration needs 
to be given to bottle-neck cost centres in deciding 
on the most economic course to adopt in their 
utilization, e.g. overtime or shift working, or 
purchase of additional plant. 

The assessing of cost centre normal capacity is 
also logically defensible on the grounds of varying 
operational times per unit of product. Not all 
processes are conducted at the same tempo: the 
production of a given volume of output results in 
varying operational use of the relevant plant 
items. Any useful assessment of utilization should 
consider the impact on individual cost centres. 

The latter point is germane in connection with 
the recovery of constant overhead, inasmuch as 
that is governed by the chargeable operational 
hours attained by the production in each cost 
centre. It would appear that there cannot be a 
completely true picture obtained of the recovery 
of manufacturing constant overhead where the 
latter is based on units sold. Recovery calculated 
on the cost centre basis provides data anent the 
most costly sources of idle capacity (idle capacity, 
that i8, construed as the non-utilization of plant 
at normal activity, and not as the fractional 
element of maximum capacity). Analytic volume 
variances direct attention to the cost of idle 
facilities in specific locations in the factory. In 


place of a ‘global’ volume variance is the detailed ` 


analysis in terms of cost centre incidence. 


‘Influence on Standard Costs 


The normal activity level decided upon in- 
fluences predetermined standard costs for pro- 
cesses and products. If these standards are to 
be attainable, yet economic, in the sense of 
furnishing competitive total costs, they need to 


be based on a realistic appraisal of normal activity. ` 


If the latter is established on a too high plane, the 
outcome (of not attaining this level) will be under- 
stated product standard costs, and understated 
values of products wholly or partially completed, 
while volume variance may be incorrectly inflated. 
In the converse circumstances, where normal 
activity has been established at a too low level, 
the standard costs will be inflated, as also will be 
the values of work in progress and completed 
goods; and volume variance understated, thus 
failing to provide a realistic fiscal index of idle 
capacity. 

A further germane matter for consideration is 
that some, if not all, of the items of constant 
overhead, amount to no more annually at maxi- 
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mum capacity operation than they do at any lower 
level chosen as the norm. Consequently, where 
the latter is considerably below maximum 
utilization, it appears logical not to charge against 
the production attained by the norm, that part of 
constant overhead which, on a fro rata basis, 
notionally relates to the unused capacity. Such 
a procedure avoids inflating product costs and 
(possibly) product selling prices with the cost of 
idle capacity. This latter is a cost incurred by 
retaining unused facilities and there appears to 
be no validity in attempting to recover that cost 
from customers whose orders only provide the 
normal utilization. It is an incubus to be borne 
out of earned profit until management action 
eliminates the surplus facilities either by sale of 
plant or through the aegis of a greater volume of 
production. If this ‘hiving-off’ procedure is 
followed, the notional amount of constant over- 
head applicable to retained surplus manufacturing 
facilities, may be charged to a specific account 
opened for the purpose, and transferred there- 
from to profit and loss account at the year-end 
date. Its significance as an unrecovered expense is 
thus established. E 

In modern systems of management accounting, 
the factor of activity receives constant attention. 
This is achieved by comparison between budgeted 
standard hours (predetermined as the expected 


volume of production) and the standard hours 


produced in each control period. The comparison 
is usually effected in respect of each cost centre, 
while volume variance is' computed depart- 
mentally. 

While these data provide useful indices of plant 
utilization, and of the productivity of direct 
labour vts-d-vis the expected standard, an 
additional - and possibly more illuminating — 
perspective can be obtained. 'T'his is in the form 
of data showing the recovery activity attained in 
terms of chargeable constant overhead (charge- 
able here connoting 'recovery' in the sale price 
of the product) Each department's budgeted 
constant overhead should be summarized, totalled 
and compared, in each short-term accounting 
period, with the value of chargeable overhead 
recovered therein. Such comparison provides a 
financial index of activity, and, from this stand- 
point, discloses overall utilization in terms which 
are meaningful profit-wise. 

The careful study of all relevant factors, which ` 
is involved in appraising normal activity, is 
rewarded by the obtaining of a norm that is 
representative and appropriate as the basis on 
which to formulate process and product costs. 
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A Mint of Sovereigns 


by E. R. . YARHAM, F.R.G.S. 


P'q'XHE Royal Mint is to produce golden 
sovereigns again, not for the ordinary 
citizen, but to augment stocks available 


for sale against dollars and other convertible 


currency overseas. 
The position of the sovereign seems rather 


paradoxical. The coin remains legal tender under 
the Coining Act of 1870 until a Royal Proclama- 


. tion decrees otherwise, but the Exchange Control 


Act, 1947, says that no British citizen may hold 


gold coin! It must be handed to authorized 
dealers to pass on to the Bank of England. ` 

On the other hand a foreigner may, and is 
perfectly entitled to, spend gold coins as legal 
currency ~an excellent example of the old 
saying that the law is an ass. In fact, although 


gold sovereigns have not been in circulation in . 


Great Britain for forty years, they are still the 
roost sought after coin the world over. 


Vast Numbers Circulating Abroad 
"There are not millions, but hundreds of millions 


of British sovereigns in circulation all over the ` 


world, particularly in the Near and Middle East, 
and the coins are well known in the Orient as 
well. Estimates of the total of sovereigns circu- 
lating in the Mediterranean and Middle East 
countries range between {roo million and £300 


million. From France to China sovereigns are. 


the most common form of savings; and in the 
Near and. Middle East they are used as currency 
when confidence:in the local money has broken 
down, or are hoarded against a rainy ae i 
perilous economies. 

The sovereign is accepted everywhere as a 
coin of integrity, and in these days of constant 
fluctuation, gold is regarded as the most perma- 
nent symbol of wealth. Coins are preferred to 
bars because they are easier to hoard and to get 
rid of in a crisis, but the fact that sovereigns are 
no longer circulating i in Great Britain had led .to 
a number of problems. 

The brisk demand for sovereigns has en- 
couraged counterfeiters on the Continent. ‘The 
coin enjoys a premium of as much as 25 per cent 
above.its value as metal in the international 
market. A sovereign. will fetch £4 1os upwards, 
and in exceptional cases possibly as much as {10. 
|Counterfeiters have used the argument that the 


coins they have made were meant not as coins 
but as tokens or trinkets. The British Treasury 
has fought against this in many foreign courts, 
and has sucéeéeded in getting the sovereign 
recognized as legal tender. 

It. is convenient for part of the nation’s 
reserves.to be held in the form of sovereigns, 
but there is a second reason for minting them: 
the work affords experience to the Mint’s crafts- 
men in this specialized skill, which requires à 
different technique from ‘coining in any other 
metals — not least, greater precision in work- 
manship. ''- 


The First Sovereigns 


The first sovereigns were minted. during the 
reign of Henry VII (1489), and they. remained: 
the principal coin of the realm until their with- 
drawal during the First World War. ‘These early: 
sovereigns were minted at the Tower of London, 
and they continued to be produced there until 
the Royal Mint was moved to its present site on 
Tower Hill. | 

The first coins of this denomination were 
almost twice as heavy as they are now, their 
weight being fixed at 240 grains. Compared with 
the modern standard of currency these sovereigns 
were comparatively crude. They were band 
struck and were sliced off cylindrical rods like 
so many rounds of cucumber. Mechanical 
methods were not employed until after the middle 
of the seventeenth century. Dies were still cut by. 
hand, an operation calling for outstanding crafts-. 
manship, and this continued until the last century. 

The size, weight, thickness, purity, etc. of the 
sovereign are very accurately fixed, and they. 
must be true to within very fine limits. A sovereign. 
weighs 7:98805 grammes, equal to 123°27447 
grains. It is -o67 in. in thickness and.-868 in. in 
diameter. By law the weight of each coin must 
be within a margin or ‘tolerance’: of -01296 of a 
gramme, :2 of a grain, either way. from the 
standard weight. 

Because of the high value the permissible 
tolerances in the case of gold coins are smaller 
than in other coins. ‘The sovereign consists: of 
twenty-two parts of pure gold to two parts of 


alloy. 


One of the most extraordinary aspects of the 


‘story of the sovereign is the way that, almost 
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regularly, hoards of the coin are unearthed. In 


most cases it is believed that the money was 


deliberately hidden as a method of saving. 

In 1953, some Bradford schoolboys discovered 
sovereigns and half-sovereigns worth over {940 
in a partly-demolished building. The next year 
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a Derbyshire man found another hoard worth 
£1,200 under the floorboards of an empty house, 
and in 1956 a seven-year-old boy found 26 
sovereigns (worth £130) in a linen bag while 
playing among the rubble of some demolished 
almshouses in York. 


Accounting and ‘Reality’ 


reminder that accounting is still misunder- 


Pen time to time we receive a sharp 


stood or misinterpreted by people who. 


might. be expected to have some financial 
sophistication. It is apparent that to a great 
many laymen, cash remains more significant than 
income calculated by the methods of accrual. 
Two statements have come to our attention 
recently which illustrate the point. They both 


imply that currently reported profits are not ‘real’ 


because depreciation is deducted before arriving 
at the income figure. Since both statements are 
from thoroughly responsible sources, they must 
be taken as a clear indication that the accounting 
profession still has a major educational job to do. 
. In .the November 1957 issue of Fortune 
magazine, a writer states; 

‘Moreover, real profits, as opposed to reported 
profits, have declined only slightly thus far. In 
other words, the corporate cash flow (retained 
earnings plus depreciation) has so far been only 

_ Slightly impaired.’ 

This statement is, of course, doubly surprising 
at a time when many corporate executives and 
quite a number of accountants argue that re- 
ported profits are overstated because depreciation 
is based on original rather than replacement cost. 

A month earlier, the president of a prominent 
company said in a letter addressed to stockholders 
that ‘total annual depreciation plus net income 
after taxes represent the company’s cash earnin 
in any given year’. A little later on he said, ‘While 
the amount of depreciation expense deducted re- 
duces the net income reported to you, it serves 
to increase cash earnings.’ 

In.fairness to both writers, it should be noted 
that they were both referring to the improved 
cash position which resulted from reducing taxes 
by claiming maximum depreciation under the 
1954 Revenue Code. However, this does not 
justify the implication that depreciation is not 
a proper cost in calculating ‘real profits’ or ‘cash 
earnings’. The very phrase ‘cash earnings’ is an 


anomaly to an accountant. The language of ac-. 


counting is still far from being universally under- 
stood, even by the business public. 

One of the greatest barriers to wider under- 
standing is the word ‘real’, as in ‘real profits’ in 
the statement quoted above. Even accountants 
themselves have been known to use it on occasion 
to bolster an argument. Yet they are quite aware 
of the fact that income calculated in accordance 
with generally-accepted accounting principles is 
not an approximation of an exact figure which 
could be arrived at 1f the techniques were better. 
As they know, there is no such exact figure. 
Rather, accounting provides a method of measur- 
ing income in accordance with conventions whose 
validity depends upon their widespread acceptance 
and usefulness. 

It is perfectly permissible to argue that different 
conventions would produce more meaningful 
figures for the various purposes for which finan- 
cial statements are used, and many eminent ac- 
countants do so argue. When they are sufficiently 
persuasive, the conventions may be changed. But 
there is no objective ‘reality’ against which 
accounting figures can be measured as physical 
sclentists test hypothesis by experiment. And 
specifically, cash 1s no more 'real' than accrued 
income in the accounting sense, though it still 
seems so to many people. 

While it may seem a paradox, accountants will 
not be fully appreciated until they lose some of 
their reputation for infallibility. So long as the 
public thinks that business income can be 
measured like a yard of cloth or a ton of coal 
the accountant will be regarded as primarily 
skilled in arithmetic. 

Accountants should remember that too many 
people do have that idea, not only about account- 
ants themselves, but about their work. If this 
were only a matter of personal prestige, they 
might shrug it off. Repeated indications that 
members of the business public do not under- 
stand the nature of accounting principles are far 
more serious. 

(The Journal of Accountancy (New York), January 1958.) 
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: Trusts and Settlements 


. THEIR USE IN MITIGATING TAX LIABILITIES. 
^ by B. GOTTLIEB ROSE, F.C.A. 


N this paper I am going to try to discuss the place 
| which settlements and trusts have under present- 

day conditions in the planning of taxation liabilities, 
particularly in connection with estate duty. By a 
settlement or trust I mean the arrangement whereby 
a particular sum of capital may be held for the 
interest of different persons or 
classes of persons in succession, 
and I am purposely ignoring the 
definition of settlements adopted 
for surtax purposes, which is 
much wider. For surtax purposės 
a mere covenant to pay an 
annual sum represents a ‘settle- 
ment’, but a settlement of such 
a type obviously has no relevance 
to the subject with which I 
propose to deal ` 

There is no particular magic 
about any of the methods em- 
ployed to reduce prospective 
estate duty liabilities or avoid 
them altogether. The principle 
in every case is that the particular 
arrangement adopted must either 
reduce the value of the estate 
which passes on the death, by 
removing some’ or all of the 
assets which would otherwise MEE | y 
pass into somebody else's MMC. 
ownership, or, alternatively, | — 
raust operate so as to reduce the 
value for estate duty purposes of 
such of the assets as remain. These are general 
principles which apply to every case of estate duty 
saving and into these principles settlements merely 
{it as one of the convenient ways available for the 
transfer of ownership out of the main estate into 
the hands of other persons. 


Definition of Terms 


Before we can go on to consider how settlements are 
used for this purpose, we must briefly consider the 
way in which a settlement operates, and define, for 
the benefit of those few who have not come across 
them before, the meaning of some of the terms used 
in this connection. The main point here is that 
settlements and trusts are an invention peculiar to 
British law though exported to America, and some 
other countries, whereby the legal ownership of 
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certain assets may be transferred by the person 
providing the assets, called the settlor, to another 
body of persons who will have no beneficial interest 
in them, called the trustees, who will administer them 
for the benefit of the persons who are to enjoy the 
use or benefit of the assets comprised in the settle- 
ment, called the beneficiaries. 

The peculiar usefulness `of 
settlements, therefore, lies in the 
fact that the legal ownership of 
the assets is held by an in- 
dependent body of persons, i.e. 
the trustees, and that the interest 
which other people will take in 
these assets can be arranged in 
Succession over a considerable 
period of time by the settlor, in 
the document which establishes 
t: xof the settlement, known as the 
It is interesting to reflect, and 
at the same time it illustrates 
very clearly the original purpose 
for which settlements were in- 
sch vented, to consider how this 
o form of property ownership came 
ro be adopted. You must realize 
that the whole of the law relating 
to settlements and trusts is a 
branch of conveyancing, although 
by now a very specialized one, 
and that originally settlements 
mainly dealt with real pc 
In the days when land and buildings were the only. 
substantial form of wealth, individuals with large 
estates were concerned that such estates should not 
be needlessly broken up by their descendants, and 
disposed of the estates in such a way that. the 
descendants had the use and benefit of the assets in 
specie and of the income derived from the land, 
without having the power to dispose of the land and 
consume the capital proceeds until the settlement 
came to an end, and great ingenuity was applied in 
those days to extending the periods for which settle- 
ments could run from generation to generation. In 
later times, when other forms of wealth were of 
importance, settlements were used by settlors as a 
protection against any spendthrift tendencies on the 
part of their descendants, and in particular, on the: 
part of the sone-in-law. 

Before 1882 a married woman could not own 
property in her own right and any property she did 
own at the time of her marriage or obtained after-. 
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wards, automatically became the property of her 
husband. This convenient and beneficial rule was 
abolished in 1882, but before that date and even. 
until the present day, as a survival from those times, 


it has become usual in the case of daughters not to: 


make outright gifts or legacies, but to’ achieve the 
_gsame effect in the form of a settlement -vested in 
trustees. This device, in the old days, had the effect 


of preventing existing or future sons-in-law laying ` 


their hands on the money, which was usually retained 
in strict settlement, until grandchildren or later issue 
were available, with the protection of whom the 
testator or settlor was no longer sp greatly concerned. 
A typical settlement will provide for at least two 
different interests, one of them being the enjoyment 
of the income of the settlement during the life of one 
or more persons, and the other being the right to 
receive the capital sum or investments representing 
it when the life interest comes to an end. 'To this 
principle there are infinite variations. "There may be 
more than one life interest in succession, and by this 
means the end of tbe settlement may be postponed 
for.a time, The interests of particular individuals 
either in income or. in the capital of the settlement, 
may be made the subject of a condition. 


| Vested and Contingent intereste 
An interest which is not the subject of a condition 


is:called a vested interest, i.e. where a person becomes . 


entitled to the income of a settlement, he is said to 
have a vested life interest and if a iia M equ 
entitled, at the end of the settlement or d 


continuance to receive the whole, or a portion oF ths, 


capital funds, he is said to have a vested revéréionary " 
interest or an absolute reversionary interest in the . 
amount which he is entitled to receive. An interest - 
which does not come into “operation until some . 


eqndition has been fulfilled, e.g. that the person 
concerned should attain the age of 21 or marry 
under that age, is called a contingent interest and 
may. be a contingent interest in the income or in the 
capital or both. A contingent life interest may carry 
the right to have the benefit of. income received 
before the contingency: is fulfilled, or on the other, 
hand, such income may have gone to another person. 


CA settlement may T? rovide, within strict limits laid , 
e 


down by law, that income of the settlement is 
to be accumulated for a certain period and, in certain 
circumstances, added to the capital. Such accumula- 
tions may take place by virtue of an express direction 
of: the settlor expressed in the trust deed, or, alter- 
natively, by virtue of the Trustee Act.as in the case 
ofinfants. ` ` 

A settlement may be made by the settlór during 
his lifetime, in which case it ill be made by means. 
of a trust deed appointing trustees arid setting out 
the beneficial interests to de created, and the assets 
transferred to such a settlement by the settlor will, 


subject to certain conditions, cease to be Ge of his ` 


estate for estate duty purposes. Equally, however; a 
settlement may be created by will to take effect as 
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from the settlor’s death and in that case the terms 
of the settlement will have no effect on the estate 
duty liability of the person making it, but may affect 
the estate duty position of the beneficiaries. 

Settlements may and generally are'irrevocable, but 
it is perfectly possible to make a revocable settlement, 
though the latter type is unusual because it achieves 
little or no effect for tax oses. 

One important general rule of law in connection 
with settlements and trusts is that if all the ọbjects 
of the trust have died, or for some other reason have 
failed to take a vested interest so that no one men- 
tioned in the trust deed at that stage is, in fact, 
entitled to the use or ownership of the trust assets, 
the whole of the trust fund automatically reverts to 
the settlor, or if the settlor has died in the meantime, 
to his estate, in which case it becomes part of his 
residuary estate to be disposed of according to the 
terms of his will or the rules of intestacy. .The 
operation of this rule is described as a resulting trust 
in faveur of the settlor, 

Protective trusts are those created under Section 

|3 of the Trustee ‘Act, 1925. In general, a protected 

ẹ interest entitles the beneficiary to much the same 
rights as an ordinary life interest, i.e. to receiye the 
income of the trust fund year by year, but in the 
case of a protected life interest, if the beneficiary 
goes bankrupt, and in certain other circumstances, 
the income ceases to be payable to him, and becomes 
applicable at the discretion of the trustees for the 
benefit of the life-tenant and/or other members of 
his family, including his or her spouse. The pro- 
tection afforded by protective trusts is, therefore, 


against creditors, who, in the case of an ordinary life 


interest would be able to have recourse to the income 
for the payment of the beneficiary’s debts. 


Comparison with Outright Gifts . 


The effect, for estate duty: purposes,:of a gift by 
way of settlement is, in general, not materially 
different from that of an outright gift, but there are 
certain circumstances in which a gift by way of. 
settlement is preferable. The -most important of 
these is where the donor wishes to impose some 
control over the way in which the capital is to be 
used. If he makes an outright gift he loses all control 
over the capital given away, but if he makes a gift 
by way of settlement he can ensure that for a con- 
siderable period of time the os will not be 
dissipated. 

A second example P. the reason for Biens a 

P a gift to a 
spouse, because a gift of settled property in such a 
case wil bear estate duty only on the death of the 
first party to the marriage who dies, but not on the 
second. 

A. further example of gifts by way of settlement 
being preferable to outright E or. where in fact 
outright gifts may be impossible, is the case where 
property is to be transferred for the benefit of an. 


infant, and bound up with this is.the settlor's usual 
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desire on these occasions to ensure that income should 
be accumulated for a period of time. Discretionary 
settlements, which have major advantages over out- 
right gifts, and are, therefore, adopted even in cases 
where an outright gift would be perfectly possible, 
form a class all on their own with which I propose 
to deal later. | 

The essentials with which a settlement must 
comply in order to be effective as a gift for estate 
duty purposes are, in principle, the same as those 
for an outright gift with one addition arising out of 
the nature of settlements in general. The conditions 
are that the settlement must have been made more 
than five years before the death (except in the case 
of settlements for charitable purposes where the period 
is one year), that the settlor must not have reserved 
any life interest in the settled funds to himself, that 
he must not have had power to revoke the settlement 
in such a way that the trust fund or assets represent- 
ing it come back to him, and that possession and 
enjoyment of the settled funds must have been 
assumed by the beneficiaries immediately on the 

ing of the settlement and retained at all times 
during the lifetime of the settlor to the ex- 
clusion of any benefit to the settlor by contract or 
otherwise. 

You will note from this that the presence of a 
resulting trust in favour of the settlor is not, in 
itself, fatal for estate duty purposes, provided the 
settlor has no power to revoke the settlement. The 
creation of protected life interests may, however, 
be fatal. If the settlor makes a settlement and creates 
a life interest in favour of his wife upon protective 
trusts, the settlement, though on the face of it perfectly 
valid for estate duty purposes, does, in fact, reserve 
a possible life interest in favour of the settlor. The 
reason for this is that under the rules relating to 
protective trusts, if the wife goes bankrupt, the 
inéome of the trust fund will be applicable at the 
trustees' discretion for a class of persons, which 
includes the settlor, by virtue of his being the life- 
tenant's husband, and this circumstance might 
possibly be regarded as being. a reservation of benefit 
tó the settlor. 


. Income Tax and Surtax 


When a settlement is being made, even though the 
paramount reason for it may be the reduction of 
prospective estate duty liabilities, it is usually 
desirable to draw up the settlement in such a. way 
as to make it effective for income tax and surtax 
purposes as well. In the field of income tax and 
gurtax, many of the circumstances which will not be 
fatal to the effectiveness of the settlement for estate 
duty, will represent a danger for tax purposes. À 
resulting trust to the settlor, while not fatal for estate 
duty purposes, very often renders a settlement in- 
effective for surtax purposes. A similar point applies 
in the case of settlements whereby an interest is 
provided or reserved for the settlor's spouse, and 
special care must be taken in the case of settlements 
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which provide an interest for infant children of the 
settlor. l 

For estate duty purposes it is perfectly in order 
to give an infant a vested life interest, but for income 
‘tax and surtax purposes, the whole of the income. will 
be treated as being the income of the settlor, and 
the only way to avoid this result is to make the 
infant’s life interest contingent upon his attaining the 
age of 21 or marrying under that age, and to provide 
that the income, in the meantime, shall be accumu- 
lated. | 

The object of making a settlement so far as estate 
duty is concerned, is to reduce the settlor's estate, 
and the object for income tax and surtax purposes is 
to spread the settlor's income over a greater number 
of persons so as to achieve a lower average rate of 
income tax and surtax. The latter consideration 
frequently makes it desirable, and in the case of infant 
children imperative, as indicated previously, that 
income should be accumulated for a certain period 
-contingently upon some condition being fulfilled. 

Income which is being accumulated in a trust fund, 
subject to a contingency, and which is to be added 
to the capital if the contingency is not fulfilled, does 
not form part of anybody's income for surtax purposes 
.at any time, and therefore escapes surtax altogether, 
but for estate duty purposes the fixing of an in- 
appropriate accumulation period may cause the whole 
of the trust fund to pass upon the settlor's death even 
though the five-year period has expired. 


Income Accumulation and Estate Duty 


"Ihe reason for this is to be found in the rules 
against accumulations contained in Section 164 of 
the Law of Property Act, 1925. These rules are, in 
fact, much older than 1925 ánd were designed in the 
interests of public policy to set maximum periods 
for which income might be accumulated at com- 
pound interest. For the present purpose, out of the 
various maximum periods permitted by the section, 
the only two relevant ones are the period of the 
settlor's life and the period of infancy of any person 
who is to take an interest in the settlement subject to 


| bos er majority. It follows that income may be 
accum 


ted during the infancy of any life-tenant 
contingently upon such life-tenant attaining the age of 
21, but if any other period is adopted, e.g. a period 
of twenty years or the attainment of the age of 30, 
the section will, in fact, operate to limit the accumula- 
tions to the stated period, or the life of the settlor, 
whichever is the shorter. - 

If the settlor dies during the stated accumulation 
period, the accumulations will, by virtue of the 
‘section, come to an end, and at that point the settlor’s 
death may cause a change in the interests in the trust 
-fund. Before the settlor’s death the income would be 
accumulated subject to a contingency, and if the 


,.contingency were not fulfilled would be added to the 


‘capital. After the settlor’s death, as a result of the 
.termination of the accumulation trust, the income 
might immediately become payable to some person 
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other than the person for whose benefit the accumula- 
tions took place and this change of interest may be 
sufficient to make the whole of the trust fund pass 
for estate. duty purposes on the settlor's.death. For 
this reason the only periods which are safe for 
accumulations for estate duty purposes are the 
infancy of the beneficiary, for the reason explained 
‘before, or a period of five years from the date of the 
settlement, ause on the settlor’s death during 
those five years the trust fund would, in any case, 
be included in the estate as a gift inter vivos. 

The ordinary type of settlement provides that 


certain specified persons will take certain defined. 


interests either in the income or the capital of the 
trust fund. The effect of this is, that when any of 
the beneficiaries dies, his interest in the trust fund 
can be quantified precisely, e.g. a life-tenant entitled 
to a quarter of the income is treated as having the 
benefit of a quarter of the trust fund and that will 
be the amount to be included in his estate on his 
death, the estate duty chargeable thereon being 
payable out of the trust fund. ` 


Discretionary Settlements 
Discretionary settlements differ from the ordinary 
type of settlement in this material respect: that no 
individual beneficiary has any precise interest either 
in the capital or the income. In such a case it is left 
to the trustees at their own discretion to divide the 
income between the beneficiaries in such proportions 
ag they think fit, and to allocate portions of the capital 
to the beneficiaries, also in such proportions and at 
such times as they think fit. It is usual and necessary 
to state a maximum period during which the settle- 
ment and the trustees" discretion can last and at the 
end of that period the trust property becomes 
divisible between certain stated persons in pro- 
portions laid dewn in tbe trust deed, but until that 
maximum period has expired no one beneficiary has 
a precise or ascertainable interest in any part of the 
trust fund. 

"Fwo things follow from this state of affairs. The 
first is that the settlor may dispose of a substantial 
propertion of his property. without necessarily com- 
mitting himself as to the individuals who are to 
benefit from it. He can include anybody whom he 
might possibly intend to benefit in the class of 
beneficiaries in whose favour the discretion may be 
exercised, and can leave it to the trustees who are 
nominated by him to decide ed by year how much 
of the income or capital each beneficiary should have. 
It may be that out of twenty beneficiaries only two 
will get an allocation. Since the settlor nominates the 
first trustees and may retain the right to fill any 
vacancies in their number, he can usually rely upon 
the trustees more or less following his wishes as to 
how the discretion should be exercised. ‘Fhe second 
consequence is that when any one of the bene- 
ficiaries dies, it is impossible to say that any particular 
portion of the trust fund has passed on his death, 
and that being so, it is the present practice of the 
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Estate Duty Office not to include any portion of the 


trust fund in the estate of the deceased beneficiary. 


‘This rule applies until the death of the last but one 


of all the possible beneficiaries, for it is obvious that 
on the death of the last but one beneficiary, the 
discretion can, in future, only be exercised in favour 
of the last beneficiary who remains altve, and at that 
stage the whole of the trust fund is treated as having 
passed on the death. 

Briefly, therefore, the effect of a discretionary 
settlement is firstly to reduce the settlor’s estate, 
provided he survives for five years and the settlement 
complies with the necessary conditions, secondly, to 
leave with the trustees, and therefore in practice 
with the settlor, complete control as to how the 
income and capital shall be applied during the trust 
period, and thirdly, freedom from estate duty on the 
death of any of the beneficiaries other than the las 
two of their number. 

It will be appreciated that the maximum period 
fixed by the trust may be a considerable number of 
years, e.g. sixty years, and that freedom from estate 
duty on the death of any beneficiary other than the 
last two during that time (subject to changes in the 
law) is a considerable advantage. On the other hand, 
it is very difficult under a discretionary settlement to 
provide for any accumulation of income except 
during the first five years of its existence and a certain 
amount of surtax benefit may, therefore, be lost. This 
cannot, however, be regarded as a serious disadvantage 
since the choice of safe accumulation periods for 
estate duty purposes is, in any event, somewhat 


narrow. . 
Marriage Settlements 

Marriage settlements, perhaps, hardly deserve separate 
consideration in the context of this talk, because with 
one important exception their position for estate duty 
See is the same as that of any: other settlement. 
The important exception is that the five-year period 
does not apply in the case of gifts (including settle- 
ments) which are made in consideration of marriage. 
It follows that a gift made in consideration of marriage 
becomes effective for estate duty purposes im- 
mediately. This exception will cover not only a gift 
or settlement made by a prospective bridegroom to 
his bride, or the other way round, but also gifts 
made by other relatives to either of the parties to the 
marriage at the time when the marriage is about to 
take place, provided such gifts or settlements are 
expressed to be marriage gifts and are made primarily 
for the benefit of one or both parties to the marriage 
and their issue. l ; 

In the old days it was customary to make com- 
plicated marriage settlements to ensure that however 
wasteful either party to the marriage might in future 
turn out to be, the other would continue to have a 
fund available for his or her use and be able to 
provide a further fund to be applied ox used for the 
benefit of the issue of the marriage. Such settlements 
have, in recent times become much less fashionable, 
partly because it is now accepted that people should 


March 8th, 1958 


be allowed to go to perdition. in their own way, and 
partly because some settlements were found to have 
serious disadvantages for estate duty purposes for 
reasons generally in line with what I propose to 
mention iater. 


Gifts Inter Vivos 


You will appreciate if a settlement is not made as a 
marriage settlement, or is made within five years of 
the settlor's death, or has been made at any time, in 
the case of a settlement where -the settlor reserves 


a life interest for himself, that estate duty becomes ` 


payable on the settlor's death in respect of the settle- 
ment as a gift inter vivos. The rules of valuation for 
this purpose have been altered by the Finance Act, 
1957. Under the law in force before the passing of 
the Finance Act, 1957, the amount.to be included in 
the settlor's estate was the actual value at the date of 
death of the particular assets which he had provided 
for the settlement. If the settlor had provided only a 
sum of cash, that sum was the value of the gift, and 
subsequent surpluses or deficits accruing to the 
settlement as a result of investing the settled funds 
were irrelevant, ` 

^. Under the law as amended by Section 38 of the 
Finance Act, 1957, the value to be brought into the 
settlor’s estate would be the value of all the property 
comprised in the settlement at the time of the settlor's 
death other than assets provided by somebody else. 
The nature and value of the assets originally provided 
by the settlor is now immaterial, If the settlement has 
come to an end before the settlor's death the value 
to be brought into his estate is the value of the 
assets comprised in the settlement immediately before 
it came to an end, valued at that time. In order to 
prevent avoidance of the provisions of this change in 
the law, the section further provides that if a person 
makes an outright gift and the donee then settles 
that gift before the donor’s déath, the same rules 
are to apply. 

In certain cases, where a settlement becomes liable 
to estate duty as a gift inter vivos on a death after the 
coming into force of the Finance Act, 1957, but 
where the settlement was made before April roth, 
1957, the interested parties may elect that estate duty 
shall be charged on the basis of the law in force 
before the 1957 Act was passed. 


Settlements Involving Foreign Elements 


[nteresting and useful provisions of the law apply to 
settlements which involve foreign elements, Le. 
where some of the parties concerned or the assets 
comprised in the settlement are foreign. The first 
point that matters in this connection is whether the 
property which passes on the death is situated in 
Great Britain or outside. This is not as simple a 
question as might appear because highly technical 
rules apply in fixing the locality of the assets. Im- 
movable property, ie. land and buildings, are 
always treated as being situated in the country 
where they happen to be, but in the case of movable 
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property, such as stocks and shares, debts, etc., the 
test is not where the-documents of title are kept, 
but where the property can be lawfully transferred 
or recovered, e.g. in the case: of a registered share, 


' the locality of the assets is the place where the share 


register is kept, the location of the share certificate 


.being immaterial, and in the case of a debt the 


locality of the asset is where the debtor resides. 
' In the case of bearer securities or specialty debts 
it is the location of the document of title which fixes 
the situation of the asset. If the property comprised 
in the settlement is treated under these rules as 
situated in this country, it is liable to estate duty on 
the death of a beneficiary or of the settlor within five 
years of making the settlement, irrespective of whether 
the settlor or the beneficiary concerned was domiciled 
in this country; but if the assets are situated outside 
Great Britain, the property passing on death is, under 

certain circumstances, exempt from estate duty. 
If the death concerned is that of the settlor within 
five years of making the settlement, the settled 
roperty is exempt if the settlor was not domiciled 
in Great Britain either at the time of the gift, or was 
not so domiciled at the time of the death; and if the 
death is that of a beneficiary under the settlement, 
the exemption applies even if the beneficiary is 
domiciled here, provided the settlor was domiciled 
outside Great Britain at the time when the settlement 
was made and provided the settlement is not a 


^ United Kingdom settlement. 


If, therefore, a person domiciled abroad makes a 
foreign settlement on British beneficiaries and pro- 


vides foreign assets for the purpose, and these assets 


remain invested abroad, no estate duty will be payable 
on any death while the settlement is in existence, even 
though all the beneficiaries are domiciled here, so long 
as all the investments of the settlement are technically 
situated abroad. 


Elimination of Harmful Settlements 


When advising on the form which a settlement is 
to take, it is useful to ensure that the settlement 
contains some provision whereby it can be brought 
to an end in case the original terms and trusts after- 
wards prove to be harmful for tax purposes. However, 


this is not always possible, and in any case many 


existing settlements contain no such provision. There 
are, therefore, many settlements in existence which 
involve a substantial prospective estate duty liability 
on the death of the life-tenant, and where there are 
several life interests in succession, estate duty 
liability may be involved on a series of deaths, with 
the effect that the trust fund will be decimated if no 
action is taken. If, in a case like this, the life-tenant, 
or all the life-tenants, release their interest with the 
result that the ultimate beneficiaries secure possession 
of the trust fund, the rule which is applicable for 
estate duty is substantially the same as in the case 
of any other gift, ie. the life-tenant or tenants who 
have released their interest must survive for five 
years and must not retain any interest in the trust 
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fund, otherwise the trust fund still passes on the 
death of the life-tenant for the purpose of estate duty. 
However, if the life-tenant does release his interest 
more than five years before the death and retains no 
interest in the trust fund, the trust fund will escape 
estate duty on the death of the life-tenant. 

. If.the transaction is dealt with in another way it 
is usually possible to avoid the dangers of the five- 
year period. If, instead of releasing his life interest, 
the life-tenant purchases from the remaindermen 
their reversionary interest in the trust fund, the 
effect of this is to divide the trust fund between the 
life-tenant and the remaindermen in the appropriate 
proportions, but since such division took place as a 
result of a purchase by the life-tenant for full con- 
sideration, there is no element of gift and the trans- 
action becomes -effective for estate duty purposes 
immediately, and the trust fund, as such, ceases to 
exist. 

There are many points which arise on the creation 
of settlements and trusts and in their administration 
which I have not been able to mention in this paper, 
since it would otherwise have become too long and 
too complicated. Frequent changes in the law, both 
as a result of new legislation and as a result of 
decisions in the Courts, make it difficult to keep up 
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to date on this subject, and for this reason it is 
advisable, if one is concerned as an accountant in 
advising clients on settlements and trusts, to review 
a client's general position and that of any settlements 
made by him periodically, so as to ensure that what- 
ever dispositions have been made are still suitable 
in the light of new conditions which may have arisen. 

The greatest possible care is necessary in advising 
on the establishment of a settlement because once 
the settlement deed has been executed, unless it 
provides for some "back door’ whereby the trusts 
may be altered or the settlement brought to an end, 
the terms of the trust are fixed and unalterable. 

If a settlement makes no provision for alterations 
of the trusts or bringing them to an end, an alteration 
can, in fact, only be made by agreement between all 
the beneficiaries. This may be difficult to obtain, 
and if any of the beneficiaries are infants, or if there 
are some potential beneficiaries as yet unborn, there 
is no possibility of obtaining such agreement at all. 

From this it will be apparent that although settle- 
ments are useful as a piece of machinery for arranging 
family fortunes and mitigating prospective estate duty 
liabilities, they also have their limitations and they 
often create difficult problems for the professional 
advisers concerned with them. 





| Weekly Notes 


Monopoly Acts in 1957 


Board of 'Trade issued its annual report last 
week on the working of the Monopolies and 
Restrictive Practices Acts, 1948 and 1953. Last year 
saw something of a division of labour develop 
between the Monopolies Commission and the Court 
set up under the Restrictive Practices Act. The 
Commission is still concerned, or can be concerned, 
with retail price maintenance by one company or a 
group of companies where there is no agreement 
between them to maintain prices, while matters 
affecting price rings as opposed to individual con- 
cerns are a matter for registration under the Act. 
The Monopolies Commission can also presumably 
deal with matters affecting exports. 

According to the annusl report of the Board of 
Trade, suggestions were received in 1957 for in- 
quiries, among others, into soap powders and deter- 
gents, anti-freeze solutions for motor vehicles, bottle 
fuel gas, boot- and shoe-making machinery, carbon 
rods. for primary batteries, gramophone records, 
imported fresh citrus fruits, molasses, newsprints, 
“steel tubes and wood screws. The Commission is 


at present working on the supply of certain chemical 
fertilizers, cigarettes and tobacco, machinery for 
packaging cigarettes or tobacco, electrical equipment 
for vehicles and the extent to which the Commission's 
report on the supply of imported timber has been 
followed up by the parties concerned. These investiga- 
tions concern single company monopolies. 

While the Monopolies Commission is operating 
at roughly half the level of activity it achieved in 
its peak year, which was 1955, the Registrar of 
Restrictive Practices is exceedingly busy. By the 
end of January this year some 1,867 restrictive 

reements had been submitted for registration and 
of these over 1,500 had reached the public register. 
The operation against restrictive practices is thus 
developing on two distinct lines and the main issues 
for future progress will have to be worked out in the 
new Court. o, 


Compulsory Land Purchase by 
Local Authorities 


NEW PROCEDURE FOR PUBLIC INQUIRIES 


HANGES in procedure for inquiries into com- 

pulsory purchase orders, slum clearance orders 
and planning appeals have been announced by the 
Minister of Housing and Local Government in a 
circular to local authorities. The changés in pro- 
cedure are among those suggested by the Franks 
Committee on Administrative Tribunals and In- 
quiries, which reported last July, and are directed at 
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reinforcing the three characteristics on which the 
Committee laid stress — openness, fairness and im- 


partiality. 

The circular relates to changes which can be made 
without legislation and which can be put into effect 
by administrative action. 

Local authorities proposing to buy land com- 
pulsorily are being asked to let people being affected 
have, as early as possible, a written statement 
explaining clearly why com ulsory urchase is neces- 
sary; authorities are also being asked to supply in 
good time before an inquiry into a planning appeal 
& full statement of their reasons for refusing per- 
mission. 

Civil Servants will attend inquiries to give evidence 
where a Government department has expressed 
positive views which form part of the Jocal authority’s 
case. They will be liable to cross-examination on 
questions of fact and expert opinion, but not on 
questions of ministerial policy. 

The letter giving the Minister’s reasoned decision 

ill also state the Inspectors recommendation. 
Copies of the Inspector’s rt will be supplied on 
request to the local authorities and to the appellants 
or objectors. 


Indian and Pakistani Budgets 


R NEHRU, in his additional role as Finance 
Minister, has presented to the Indian Parliament 
his Budget for the coming year. In the main the 
taxation structure is continued as before but Mr 
Nehru has introduced a gift tax, estimated to bring 
in Rs30 million during the year. It will be levied on 
all gifts of over Rs10,000 a year, taking an average 
over four years. The lowest rate is 4 per cent, but it 
rises to 40 per cent on amounts of Rss million and 
over. There are exemptions for charitable gifts, for 
dowries up to Rs10,000, and gifts to a wife of up to 
Rs100,000. Although the yield is not inconsiderable, 
the real object of the gift tax seems to be to close a 
loophole created by the possibility of avoiding tax 
by transferring property to relatives and others. At 
the same time the exemption limit for death duties 
has been lowered from Rs100,000 to Rs50,000. Mr 
Nehru expressed his satisfaction with the drastic tax 
changes introduced the previous year by his pre- 
decessor as Finance Minister, Mr Krishnamachari. 
The Pakistan Minister for Finance, Mr Amjad Ali, 
presented his Budget for the year ending March 1959, 
the day before Mr Nehru's Budget. He announced 
increased taxation to produce an extra Rs114 million, 
designed as far as possible to fall upon the shoulders 
of the well-to-do. One of the increases is a 100 per 
cent increase in the import duty on cars and spares. 
Import taxes will also be increased on clothes, 
woollen materials, hardware, electrical and other 
instruments, chinaware, porcelain, and some plastic 
goods. Total revenue for the coming year is estimated 
at Rsr,437 million, and expenditure met from 
revenue at Rs1,435 million. 
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‘What Price 3 Per Cent ? 


AST Tuesday, B.B.C. staff were awarded a 3 per 
cent increase in pay by an arbitration tribunal. 
Does this set the precedent for all other claimants? 
It is an attractive figure, It bears some sort of 
relationship with the annual rate of increase of 
productivity. It is fairly close to the kind of per- 
centage tolerable as an average.rate of increase to 
the Cohen Council (which would prefer something 
nearer 2 per cent, however) It has also. been 
mentioned by Prof. F. W. Paish in an article called 
"Progress, prices and the pound', in the current 
issue of the District Bank Review. Prof. Paish thinks 
that if the average index of wage rates can be kept 
to 3 per cent above its present level in the year ended 
June 1958, it should be possible to keep prices stable 
and to maintain a high level of employment. 

The Cohen Council has already sounded a warning 
about easy-going interpretations of the word ‘average’. 
Blanket increases of 3 per cent could be inflationary, 
if operative in industries where. productivity has not 
increased in the last twelve months. In that sense, 
the B.B.C. award is hardly a logical precedent one 
way or the other since the B.B.C. is not selling a 
product in a price-sensitive market. Nevertheless, it 
will probably be deemed a precedent by those 
anxious to establish a talking point in the next round 
of wage talks, 


America in Western Europe 


'HERE are signs that the tendency for American 

companies to set up subsidiaries in western 
Europe may increase in future, In the past, American 
companies have been attracted over here by the 
prospect of good European markets, access to over- 
seas markets for companies based within, for example, 
the British Commonwealth, and comparatively cheap 
labour by United States standards. The recession in 
the United States has further attracted American 
business to the growth potential of the western 
European market. On top of these considerations, 
there is the probability that the European Economic 
Community (as established by the Treaty of Rome) 
will be a fairly high tariff area vis-à-vis the rest of 
the world. Beyond that again, the free trade area, 
if it comes into existence, be rather the: same, 
although tariffs will remain ur negotiated between 
members of the zone individually and overseas 
countries, It is probable, however, that the European 
Economic Community has only expedited a trend 
which was already fairly strong so far as American 
business i8 concerned. 

If American business comes in increasing numbers 
to western Europe it is far from clear which countries 
will benefit most. Italy is much favoured in theory 
because of its low wage rates in the south and skilled 
labour in the north. On the other hand it does not 
offer a large local market in which a new enterprise 
can settle down before trying to supply the large 
industrial areas of Germany, the Low Countries and 
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France. The French make much play with the dangers 
of most of this kind of investment going to the United 
Kingdom or Germany, but both these are highly- 
competitive local mar} ets and the French may well 
bé able to offer special inducements to American 
business. It is certainly an over-simplification -to 
think that the European Economic’ Community will 
give Italy a big advantage in these matters or that 
the free trade aréa will automatically place the United 
Kingdom in a position to attract the lion's share of, 
American industrial capital. 


‘Case Studies on Human Relations: 


BOOKLET called Positive Employment Policies 

| now been sent by the Ministry of Labour to 

some I 5,000 employers. It consists of a foreword by 

the Minister, Mr Iain McLeod and a number of case 

histories of good labour relations, The booklet is.not 

being put on sale but is available from. the Ministry 

fo all who are interestéd i in studying good ` manage- 
ment-labour relations. `. 

The booklet explains how. à positivé employment 
policy can be applied and outlines the points which 
it should cover.-It also contains examples of the ways 
in which leading companies have introduced their 
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employment policy. Examples of joint consultation 
are given, methods of presenting financial information 
to employees and of dealing with redundancy, and 
other questions affecting security of employment. ' 

At one time the Conservative Party hoped. to 
develop good human relations in industry by en- 
couraging the use of service contracts, This would 
have involved legislation and the idea has been 
abandoned by the present Government. Instead, the 
Minister of Labour is embarking upon this more. 
gradual and-frankly educational method of stimula-. 
ting closer communication between management and, 
workers. It is not a line of action which can produce 
startling or rapid results. It is also limited in its 
effect to those who are already interested in the 
Subject. In other. words it is bound to preach to the 
converted, This may, of course, be the right thing 
to do because improving human relations in industry 
is basically a question of educating both aides to the 
other's point of view, and of allowing. a feeling of 
mutual trust to develop. There are few dividends to 
earn and great risks to take in pursuing a bold policy. 
The Governmént which tries to force the pace either 
with the employers or with organized labo abour mer be 
asking for trouble. e 





a Reviews 


Cost Finding in the. Non-Ferrous ` " | 
Metals Industry  ... st 


(The British Non-Fetrous Metal F edefation 1 Birin- 
ingham, £2 2s net.) i 

This is an impressive "volume, both in the careful 
clarity of its text and in its neat typogra 
and unusual format. It is the work of an advisory. 
panel of accountants, under- the chairmanship of 
Mr C. J. Mason, F.c.a., who were appointed by the 
Council: of the Non-Ferrous Metals Federation for 
the purpose of 

‘setting out a reliable means of dat adig i in p 

' industry, suitable aa a basis for pricing, and incor- 

porating accepted principles 'capable of being 
" applied uniformly throughout the industry’. 

It. is remarkable that among these ‘accepted 
principles' the panel apparently. found the computa- 
tion of depreciation on a replacement basis; detailed 
instructions, for making the necessary calculations 
are given in Chapter j It should be pointed out, 
however, that the panel did recognize the possibility 
of the historical basis of pori being used in 
the financial aceounts.: |. i 


hical layout , 


wre e 


The ae part ot the book is. taken. up With a 
detailed explanation of how .to establish | historical 
total costs for different units of: output, using: pre- 
determined overhead rates and average scrap ratios. 
` The use of such costs in establishing selling dd is 
summarized and it is laid down: 


(a) that the historical cost should be adjusted for 
forecast future conditions; 


` (b) that the overhead loading should be normiulized. 


The possibility of fixing prices on the basis of marginal 
costs is apparently not considered relevant to, the 
circumstances of thi$ particular.industry, and no 
provision is made for EE fixed from 
variable overhead expenses. 

. The last two chapters give guidance i in the prepara- 
tion of period accounts, which séem to. be regarded 
mainly.as a means of determining variances on over~ 
head absorption and on scrap cost (plus deviations in 
works procedure from standard specification). The 
authors suggest that such variances be brought into 
the product costs in a broad percentage basis. They 
do make a passing reference to standard costing, 
but none at all to budgetary control, which was 
probably outside their field of reference. 

The format adopted conveniently allows the pages 
of examples to be opened out as a separate booklet 
alongside the main text. This has much to commend 
it, though the idea is partly frustrated by the fact 
that. many of the examples are printed sideways so 
that one has to turn the book to read them. ` 

The Council of the Federation and the authors 
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are to be congratulated for setting a fine example of 
how.the costing problems of a very diversified 
industry « can ES ge tackled. 


Smith's Taxation 


Edited and revised by A. E. Bevan. (The Advertiser 
Dress Ltd, Huddersfield. iis post free (limp); 
125 6d post free (boards).) 


The word ‘taxation’ in the title is treated as covering 
income tax, surtax, land tax, profits tax, the now 
cefunct excess profits levy; and corporation duty. 
The work is revised annually and, as its present 
editor is a former district inspector of taxes, one 
can have confidence in the contents. 

It is not a mere students’ book, being essentially 
a book to be used im practice. It has, however, been 
taade as simple as possible. A particularly useful 
Gevice is the use of asterisks to pin-point the pära- 
graphs containing new or amended matter. These 
show at once the close acquaintance which the editor 
has with tax administration in practice, as well as in 
theory, an advantage. not shared by all income tax 
textbooks. 

There are many useful ‘ables and a very compre- 
hensive and intelligently-worded index. The ex- 


position of the i E. is E well-inforried . 


end informative. 


hae Capital: The DEER ot ani | 


Ownership to Agricultural Finance 


by D. R. DENMAN, M.A., PH.D. (George Allen & 
Unwin Ltd, London. 22s 6d net.) 


‘The author is a university lecturer in estate manage- 
ment at Cambridge, and his book is based on research 
into the economics of agricultural land ownership 
which .was financed by United States Conditional 
Aid Funds, under a general scheme SH the 
declared intention.of fostering 


- ‘activities and studies into social and economic 
' factors affecting the efficiency of the economy and 
' in particular those which prevent the ready and 
. rapid adoption of the most modern techniques’. 

The investigation into actual estates lasted three 
years but the conclusion was perhaps already reached 
at the beginning, namely, that it is harsh taxation 
which prevents the estate owner from sinking an 
adequate amount of capital into his estate, whether 
he be owner-occupier or landlord. Yet tax rebates 
are included. in the inducements to land ownership 
which the author lists. However, in the table of 
frequency of inducement to own land, tax rebates 
have only an equal footing with ‘love. of the land', 
‘while 'estaté duty’ as an inducement figures very 
much lower. 

There seems to be a good deal of labouring of the 
obvious in the book, but this is perhaps explained by 
the fact that the book is addressed to an international 
public, in particular that of the United States. 
| 
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The.Law Relating io Bankruptcy; Deeds of 
Arrangement, Receiverships and Trustees 


Sixth Edition, by ©. GRIFFITHS, M.A.; LL.B., Barrister- 
at-Law. (Textbooks Ltd, Harperiden, Herts. 20s-net.) 


This is a book, intended primarily for the student; 
in which the emphasis is op bankruptcy: sóme 160 
out of a total of 239 pages being devoted to this 
subject. Those 160 pages compfise an admirable 
conspectus of a somewhat complex branch of law, 
arranged in a simple and easily assimilable form. ` 

Deeds of arrangement ate given concise treatment 
though the author appears to have overlooked the 
fact that the special ad valorem stamp duty on these 
documents‘ was abolished mm 1949. 'lheré.is a very 
useful summary of the law relating to receivers — a 
subject on which much confusion exists ~ notwith 
standing the slight lapse where it is stated that a 
receiver is not to be appointed under Section 109 of 
the Law of Property Act, 1925, until te has become 
entitled to exercise the power of sale; ‘he’ should he 
‘the mortgagee’. 

The 25 pages devoted to the law of trusts give. a 
bird's-eye view of a vast and complicated subject. In 
all, this is a most useful book in which the clarity of 
exposition 1s a notable feature. 


Thé Bills of Exchange Aces 1882, and 


- Negotiable Instruments Generally 


Fifth Edition by MAURICE MEGRAH, M.CÓM.(LOND. » 
Barrister-at-Law. (Sir Isaac Pitman & Sons Ltd, 
London. 25s net.) 


: The Bills of Exchange Act, 1882, is reproduced in 
an appendix to this book, the main text of which 


constitutes an exposition, for the benefit of students, 
of the law relating to negotiable instruments. The 
book assumes no legal knowledge or training on the 
part of its readers and therefore commences. with 
some very general remarks about the law before 
dealing very thoroughly with the topic of negotiability, 
A useful chapter deals with instruments analogous 
to cheques, and another chapter deals in detail with 
stamp duties on bills of exchange, promissory notes, 
cheques and kindred instruments. The Cheques 
Act, 1957, was passed after the edition had, been 
prepared but the new Act is reproduced in an 
places in and it has been dealt with in appropriate 
aces in the text, as far as possible. 


Coniridaication in Industry 


Revised Edition. Editor: Ceci CHISHOLM, M.A: 
(Business Publications Ltd, in association with 
B. T. Batsford Ltd, London. 355 net.) 


Top management must be kept fully informed on 
the affairs of the company under its control but it is 
also highly desirable that the lower level of staff 
should also know as much 4s possible about the 
problems and progress of the unit through which 
they earn their livelihood. The realization of this 
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basic industrial truth is only now dawning in this 
country and the task of putting it into practice is 
causing many teething difficulties. 

The executive who wishes to improve communica- 
tions between management and workers, but who does 
not know how to go about it, should read the contri- 
butions which Mr Chisholm has assembled in this 
most illuminating book. À number of able industrial- 
ists have set down their views on what to communi- 
cate and how it should be conveyed. The various 
media are discussed in detail and there are helpful 
chapters on the means and methods of making most 
effective the written and spoken word. 

The text is engagingly illustrated and, most im- 
portant of all in a work which discusses the delicate 
issue of human relations, both a sense of proportion 
and a sense of humour are continuously evident. - 


SHORTER NOTICES 


REVERSION AND CAPITAL APPRECIATION Carp (The 
Estates Gazette Ltd, London. 2s 6d net; by post 
2s 10d.) This card has been prepared in response to a 
large demand from users of the Estates Gazette Years’ 
Purchase Card, which was prepared to take account 
of the effect of ‘income tax on sinking fund’ and 
dealt with the valuation of leaseholders’ interests. 
The object of the new card is to give at a glance the 
present cost of future capital expenditure after 
allowing for income tax at 8s 6d in the £ on the 
interest accumulation. 
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An Executor’s ACCOUNTS AND THE LAW RELATING 
THERETO, Twelfth Edition, by E. Miles Taylor, F.C.A., 
F.8.A.A., S. C. Hough, A.1.8., and O. Griffiths, M.A., 
LL.B. (Textbooks Ltd, Harpenden, Herts. 27s 6d net.) 
This 1s an extremely useful work, not only for the 
student but also for the practitioner. Particularly well 
done are the rules for statutory and equitable ap- 
portionment. ''he book is highly practical in its 
approach; there are numerous arithmetical examples 
and Inland Revenue affidavit forms are reproduced 
verbatim. 


RECENT PUBLICATIONS 


THe INFLUENCE OF SALES Taxes ON PRODUCTIVITY, Project 
No. 315. 268 pp. 9$ X 6. 18s net, The European Produc- 
tivity Agency of t the Organization for European Economic 
Co-operation, Paris. 

Tse PRINCIPLES OF ÉXECUTORSHIP ACCOUNTS, 
by H. A. R. J. Wilson, F.c.a., and K. S. ichael, 
A.C.A. xii--162 pp. 9X 5t. 15: net. H.F.L. (Publishers) 

~ Ltd, London. 

ORIGINS OF OwnznsHiP, by D. H Denman, M.A., PH.D. 
University Lecturer in Estate Management, University of 
Cambridge. 190 pp. 9X 51. 22s 6d net. George Allen & 
Unwin Ltd, London. 

‘TEXTBOOK OF EcoNOMIC ANALYSIS, by Edward Nevin, 
M.A.(WALES), PH.D.(CANTAB.). xiv--422 pp. 9X6. 18s net. 
Macmillan & Co Ltd, London. 

iris ius FINANCIAL STATEMENT ANALYSIS , 4th edition, 
by Roy A. Foulke. xx 4-712 pp. 94 x 61. 8s net. McGraw- 

: Hill Publishing Co Inc, New: York and London. 

HOTELS AND RESTAURANTS IN GREAT BRITAIN AND IRELAND, 

3oth edition, 1958. xvi+-483 pp. 24 pp. 

3s 6d net. British Hotels and Restauran 

London. 


Finance and Commerce 


New Form 


HE accounts of Cable and Wireless (Holding) 
Ltd, which we reprint this week, are prefaced by 
an announcement from the board that they are pro- 
duced in an entirely new and simplified form. ‘For the 
benefit of those who are not expert at reading accounts', 
special attention is drawn to the consolidated profit 
and loss account which 'shows clearly the results for 
the year compared with those of the preceding year’. 
The company, now an investment trust, datea back 
to the late 1920s when privately-owned overseas cable 
and wireless communication companies were brought 
into one organization. After the war, the communica- 
tions were taken over by the State and, after much 
argument as to what should be done with the pro- 
ceeds, the decision to continue the holding company 
as an investment trust was finally reached. Guiding 
the company's destiny is the Governor of the Court 
of Directors, Sir Edward Wilshaw, K.C.M.G., D.L., J.P., 
LL.D., F.C.LS., who had risen from junior status to be 
the head of affairs. 
The investment policy, it will be seen, has been 
substantially in equities which form 93:6 per cent of 
the portfolio, with 24:5 per cent in commercial and 


industrials, With its funds in this form, the company 
has been well placed to meet the depreciation in the 
value of money as will be seen from the substantial 
market value appreciation at balance sheet date. 
The company is now on the point of capitalizing 
£605,000 of general reserve for a one-for-ten share 
issue, and of raising a further ir 2 million for invest- 
ment by an issue to shareholders of 4,840,000 55 


Ordinary shares at par. 


In Rhodesia ` 


HODESIA CEMENT LTD incorporated in 
Southern Rhodesia, but with a considerable 
investment interest in this country, presents an oppo- 
site angle on the depreciation problem. The company 
has recently held its eleventh annual meeting in 
Bulawayo. In their report submitted to the meeting, 
the directors point out that the life given to the plant 
in the early years has proved by experience to be 
too short. Depreciation rates have therefore been 
revised, 
Had the rate of depreciation hitherto employed 
been applied this year to the original plant and 
EE the directors state, the cost would have 


rd edition, ` 


IRAE 


March 8th, 1958 


been fully provided for although this plant is still in 
full working order. The technical staff has therefore 
reassessed the life of the plant and this revision, it is 
stated, still compares favourably with the rates 
operating elsewhere in the industry. 

As a result of this revision, the depreciation 
provided for the year to August 318t, 1957, has been 
reduced by approximately £70,000 (£159,595 against 
{,225,847) and accumulated depreciation to August 
1956 has been adjusted by a transfer of £301,307 toa 
clepreciation reserve account representing the over- 
provision arising from the change in basis. 


Post-war Credits 


- 


POINT that occurs to us as we look at the 

balance sheet of the Abbey National Building 
Society is that there appears to have been no agitation 
from the building societies on the matter of payment 
of post-war credits. A reader, in a recent issue, 
drew attention to the £7,000 odd due to the City 
of London Building Society. In the case of the 
Abbey National, the post-war credit- a note to the 
balance sheet states - amounts to £277,341 which is a 
sizeable amount even in the context of a £278 million 
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asset total. Nó account, of course, has been taken for 
the amount due but the State gave an undertaking 
to pay and it is surely time an agreement for payment 
was reached, even if payment were extended over a 
long period of years. It would be interesting to know 
the total due to all the members of the Building 
Societies Association. 

With these accounts is the Association’s publication 
Building Society Affairs for the February quarter, 
which should make good general knowledge reading for 
students of the profession. One section concerns the 
giving to building society deposits the status of trustee 
investments. This move has been urged for many 
years and actually reached the House of Commons in 
1956 in a Bill to extend the trustee list. The Bill, 
however, was withdrawn on a Government under- 
taking to reconsider the whole subject of trustee 
investment with a view to the introduction of a 
Government Bill. Action, as might be supposed, is 
still awaited. It is still possible, of course, to include 
specific powers in a trust deed and solicitors, the 
Association says, commonly include power nowadays 
to invest trust funds in building society deposits 
when drawing up such deeds. 


CITY NOTES 


ISCUSSION as to whether the equity market 


has reached bottom or whether it has yet to ` 


discount fully the prospect of industrial recession has 
dominated stock-market thinking this past week. 
News that local government authorities are to con- 


cider entering the equity market for the use of pension ` 


fund moneys has provided the springboard for much 
discussion. 
All this has coincided with indications of a less 


recession-minded atmosphere in the United States ` 


and with signs that, on this side of the Atlantic, the 
Government appears concerned with the exact timing 
of an easement in credit restrictions rather than with 
the point of whether or not credit easement is essential. 

For the first time for some weeks there have been 
signs of definite investment support in the equity 
market on a long-term purchase basis. Buyers, how- 
ever, may well have to face a continued period of 
market uncertainty. 

This is the season of major company announce- 
ments and it seems probable that many company 
chairmen will be dealing at some length with the 
current year outlook, The emphasis is likely to be on 
lower profit margins and on the question of whether 
in 1958 turnover can be increased to the extent that 
higher costs can be absorbed. 

So far as interest rates are concerned, the City 
appears to have given up looking for even a technical 
adjustment in Bank rate until after the spring Budget. 
It is acknowledged that the next two months or so will 


prove a difficult period for the economy and that 


marginal changes in the tuning of the economic 
machinery would be exceedingly difficult to make at 
he present moment. 


RATES AND PRICES l 
Closing prices, Wednesday, March 5th, 1958 


Bank Rate 
Mar. 11, 1952 4% Feb. SN 1955 44% 
, Sept. 17, 1953 34% eng 1956 5176 
May 13, 1954 43 b. 7, 1957 5% 
_ Jan. 27, 1955 3176 Sepi- 19, 1957 7% 
Treasury Bills 
Dec. 27 67s 5-91d% Jan. 31 6 2: 6:sod 7, 
Jan. 3 6 ós 6-70d% —Feb.7 6 15°3:29d°% 
Jan. xo £6 6s 7-25d% Feb. 14 6 os Läb D 
Jan. 17 £6 5s 10-33% Feb. 21 S 195 5'52d % 
Ion. au £6 5:656d9)  Feb.28 £6 os 3-28d% 
i | Money Rates 
Day to day 554% Bank Bills 
ys 58% a months 6 w61% 
Fine Trade | 3 months 6 3-619, 
3 montha 7 8% months 6 64% 
months 4 -895 months 6 48-6 fi 
months 74-84% 
Foreign Exchanges 
New York 2°81%-} © Frankfurt 11°763-4 
Montreal 275%-tk ^ Milan 1747 
Amsterdam 1062 -} Oslo 20°01 
Brussels 13970 —75 Paris 1182}-4 
Copenhagen 19:351 Zurich 12:27$—28 
Gilt-edged 
Consols 24% 48$ Funding 4% 60-90 89¢ 
Consols 4% 71b Savings al 1054.07 A 
War Loan 3195 ` 641 Savings 3% 55-65 
Conversion 34% . 63íx.d. Savings 3%, 60-70 Se 


Funding 3% 59-69 zt 
8 


Funding 34% 99-04 6 Victory 4% 91 
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Electronics in the Office 


Speeding Up Census Work in the 
Board of Trade 


T is understood that the Census Office of the 

Board of 'Trade has recently received its first 
electronic computer, a National-Elliott 405, which 
succeeds a Hollerith Type 550 Calculator. The com- 
puter will be used to carry out detailed checks of the 
accuracy of the figures returned; to prepare estimates 
for the whole country from the figures obtained at 
sample inquiries, and calculate the margin of un- 
certainty to which these estimates are subject; and 
to analyse the results. 

This computer in its present form possesses a 
memory of 4,096 words on a magnetic drum, together 
with a much smaller quick-acéess working store. The 
main bulk of the census data will continue to be held, 
as previously, on punched cards. The system provides, 
however, for the possibility of extension later on to 
include magnetic film storage, which would provide a 
vastly greater storage capacity, a wider flexibility of 
operation, and facilities for answering questions about 
the pattern of output and sales and cal- 
culated in any way that might be required. 

The installation of this computer is not the only 
step which the Board have taken to improve their 
efüciency on the mechanical side. They have also 
replaced the previous system, by which correspon- 
dence was addressed and dispatched by H.M. 
Stationery Office through the medium of addressograph 
plates, by a punched-card system based on a Hollerith 
9o1 tabulator. With this system, it is possible to collate 
the address cards with the other census records of the 
&ize and other characteristics of the establishments 
which are asked for census returns. This is of particular 
value in. the selection of samples, and also makes 
possible a more rapid identification and listing of 
outstanding returns. The tabulator has been used so 
far primarily as an addressing and listing machine, 
with an output of three to four thousand address 
headings per day; but it is also now being used to 
tabulate numerical data. The Board are so well 
satisfied with their first gor tabulator that they have 
ordered a second for delivery this summer. 


Bank Automation 


HE Michigan National Bank, one of America's 

largest banks with operations in seven large cities, 
will become the first financial institution in the Middle 
West of the United States to install a complete electronic 
automation system to process all its commercial ac- 
counts, instalment loans, mortgage loans and savings 
accounts. ents have recently been completed 
for the installation of a complete Burroughs Corporation 
220 electronic computer bank automation system. 

The Michigan National Bank computer system will 
incorporate the latest electronic techniques, many of 
them gained through years of experience in the 
production of data processing systems. 
possible to give each individual account faster and to 
give more accurate service. In addition, it will provide 
the bank with duplicate records in the event of disaster 


It will be: 


and daily up-to-the-minute audit and control records 
at each office. 

All operations will be carried out on new equipment 
that produces coded punched paper tapes as by- 
products of regular operations. 'l'hese tapes in turn 
will be fed through ultra high-speed data processing 
equipment to produce on an overnight basis complete 
up-to-date detailed figures on the operation of each 
department in each of the seven individual offices. 
The system will keep all information concerning cus- 
tomer records on a current basis in the bank offices, 
and current service charges will appear on commercial 
statements, thus réducing customer inquiries. Bank 
officials estimate that the cost of the system will 
quickly be covered by the savings it will bring. 

The growing need for automation in banking can 
be seen in the growing volume of individual items 
handled by banks each month. Ar present Michigan 
National Bank is processing an estimated 2,100,000 
individual items monthly. At the present rate of 
growth, this item figure will amount to 4,100,000 
individual items monthly within the next ten years. 
Only a high-speed electronic automation system can 
meet this demand. 


A Mechanical Blackboard 


'MECHANICAL blackboard' that can be used 

for the solution of such problems as the shortest 
or cheapest routes for a fleet of ships operating around 
the world, the best assignment of a group of men to a 
variety of jobs, or the most efficient distribution of 
goods from scattered factories to warehouses in differ- 
ent regions of a country, has recently been developed 
at the University of Michigan. This device has been 
designed and built by the University's Engineering 
Research Institute at a cost of $5,000 and it is claimed 
that the device can provide short cuts in twenty 
minutes to problems that would take a large electronic 
computer years to work out. 

The Michigan Transportation and Alignment 
Blackboard (or MITAB) cannot properly be called a 
computer because it does not remernber instructions; 
it can, however, be directed to add, subtract and 
perform other simple functions. The face of the device 
consists of indicators rather like those used to record 
mileage on a car; there are 400 of these indicators 
together with 800 lights and 400 switches. The 
indicators are arranged in twenty rows and twenty 
columns and each registers from zero to ten. 

If, for example, the rows represent the machines avail- 
able for jobs in a factory and the columns the various 
jobs to be done, the indicators can be set to show the 
cost of each job on each machine. With twenty jobs and 
twenty machines there are 2,432,902,008,176,640,000 
possible ways to assign the tasks. If a high-speed 
computer were used to find the least total cost or the 
fastest operating time for such a problem, the solution 
would, it seems, require a billion years. With MITAB, 
however, it is possible to add and subtract electroni- 
cally from rows and columns on the blackboard and to 
perform other mathematical tricks in order to arrive at 
the solution in minutes. 
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Correspondence 
Letters must be authenticated by the name and address of 
the writer, not necessarily for publication. The Editor does 
not Wee agree with, or hold himself responsible for, 

the opinions expressed. 


Accounting for Inflation 


SIR, ~ I could not agree more with. the arguments 
advanced against conventional historical cost account- 
ing by Mr A. R. Mutton, in his article published in 
your issue of February 8th, and the previous article 
by Mr F. J. Allen in the issue of October sth, 1957. 
[ doubt the validity, however, of the technique 
advocated in both articles which seems to rest on 
the applicability of a generally accepted statistically 
calculated index of the monetary cost of “everything 
we want out of life’. 

. Who is to decide what this ‘everything’ comprises 
when individual personal or business wants vary so 
widely? Is it to be the cost-of-living index, which, 
though broadly based, is theoretically weighted, and 
must contain a considerable margin of error when 
applied to those individuals or businesses for whom 


the weighting is inapplicable?-Or is it to be an index - 


af the purchasing power of the pound based on the 
widest possible range of commodity prices? Would the 
same index, even if generally accepted, be equally 
applicable to the woollen manufacturerer, the metal 
box manufacturer, and the confectioner? One has 
: only to study the lists of commodity price fluctuations 
to realize there can be no general index on which 
managements could d for up-to-date results and 
further planning. 

Another objection is the annual. EE 
suggested, although this may have been advocated 
for reasons of clarity. Nevertheless, management 
cannot wait twelve months to know whether it is 
ira at a profit or a loss. Management wants to 
know its real position week by week, or month by 
month, and conventional accounting fails dismally to 
supply the required data. Do conventional accounts 
iruly report to management whether it is employing 
too much or too little working capital, which is the 
vital blood-stream of all industry? Do conventional 
accounts report whether the components of working 
capital (stocks, debtors, creditors and cash) are 
combined in their optimum proportions, ensuring 
optimum liquidity, achieving an even flow for opti- 
mum productivity? Having the right sort of stock and 
work in progress in the right quantity, in the right 
place, at the right time, can ensure economies un- 
dreamed of by many businesses; and, for manage- 
ment, the only Ge value for stocks and work 
in progress at any particular time, is their delivered 
purchase price and cost of production, at that pue 
cular time. 
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-` A'cost of ‘everything’ index could not be applicable 
for products which may contain materials, the 
prices of which may be fluctuating both up and 
down, and only by a fluke in line with the index. 
Up-to-date lists of commodity prices are published 
and should be used for revaluing stocks at, say, 
monthly intervals, if. accounting is to meet the 
demands of management today for a true reporting 
of progress. The larger concerns could very well 
adapt, for this purpose, the electronic devices already 
in existence for the control of stocks. If convention 
says it is prudent to value stocks at the lower of cost 
or market value, it is surely equally prudent nowadays 
to revalue stocks upwards, if that is necessary for the 
reporting of the true position, enabling management 
to know where it is and where it is going. . 

Conventional accounting, in its pre-occupation 
with the legal and taxation aspects, tends to en- 
courage these aspects to wag the tail of the economic 
dog. (Economic man's best friend.) Once it is 


fecognized and accepted that accounting must report 
the realitjes of economic situations, the law and the 


Inland Revenue will fall into line. (It would then be 
possible for the Inland Revenue to discriminate be- 
tween fortuitous financial gains and economic profit.) 
However small the business upon which he is 
called upon to report, the accountant should be 
aware that it is an integral part of the national 
economy, and that by truly reporting the real 
economic position, he is helping to direct the whole 
economy in the way it should go. It seems tragic 
to me that so little attention is paid to economics in 
the training of the accountant, resulting in so many 
accountants reporting conventional results, with little 
or no awareness of their economic implications. The 
trained accountant has a remarkable sense of balance. 
‘If to this there were allied a sense of economic value, 
the whole economy would achieve a healthier state - 
. In short, economic and technical research: 
e fully complemented by accounting research. 
Yours faithfully, | 
Wm. E. SPRUCE. 


should 
Burgess Hill, Sussex. 


| Accounting Terminology 

Sm, — In regard to definitions and use of phrases 
to describe operational results in private and published 
financial statements, I consider that the words ‘net 
income' have much to recommend them as opposed 
to ‘net profit’ or just ‘profit’ as currently used. 

‘Income’, in my opinion, adequately describes 
all sources of accretions to capital other than transfers 
of capital between persons etc. which may well be 
called ‘capital ' and ‘losses’. 

Income embraces rents, wages, salaries, fees, 
interest and profits. Net income is what remains 
after thesé incomes have been distributed according 
to all the individual contracts which have to be 
satisfied in each particular case, 

Frequently the ‘net profits’ of companies do not 


. only include profits, but also elements of rent and 
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interest, The term ‘net profits’ is therefore usually 
inexact, and ‘net income’ ~ before taxes, and after 
taxes -is to be preferred. ` 

I consider that the terms ‘capital gains’ and ‘capital 
losses’ deserve to be retained as describing the 
financial result of transactions involving transfers 
of- capital between entities. Consequently they 
deserve separate treatment in the accounts. 

‘Profits’ are the reward of a successful combination 
of the productive factors in relation to effective 
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consumptive demand, and are seldom shown pure 
in published accounts, though they may be accurately 
segregated in the internal accounts. 
Careful phraseology is one of the man 
the accountant designed to enlighten by reflecting the 
facts, and certainly should avoid any obscuring of 
business economics, 
Yours very truly, 
L. GRIEVES BUCKLE, A.A.C.C.A. 
Cottingham, Yorks. 


DIAMOND JUBILEE DINNER 
CHARTERED ACCOUNTANTS’ GOLFING SOCIETY 


The Chartered Accountants’ Golfing Society; founded 
in 1898 — when, as the President said, a ‘normal set of 
clubs consisted ‘of about four irons and three woods’ ~ 


held their Diamond Jubilee dinner in the Tallow: 


Chandlers Hall, Dowgate Hill, London, on Friday, 
February 28th. Mr J. B. Pittman, F.c.a., President of 
_the Society, was in the chair, and about seventy-five 
members and guests were present. 
Among the guests were Mr W. H. Lawson, C.B.E., B.A., 
F.C.A., President, The Institute of Chartered Ac- 
countants in England and Wales, and Mr Norman 





Richards, Q.C., Captain of The Bar Golfing TEN and 


Messrs F. R. Furber (Hon. Secretary, Solicitors Golfing 
Society); P. Harris (Hon. Secretary, Bar Golfing Society); 


J. St Clair Harrison, C.A. (Captain, Association of Scottish 


Chartered Accountants in Golfing Society); A. S. 
Maclver, M.C., B.A. (Secretary, The Institute of Chartered 
Accountants in England and Wales). 

Messrs R. H. R. McGill (Captain, Solicitors’ Golfing 
Society); F. L. Perkins (Match Secretary, Solicitors! Go 
Society; J. Elson Rees deen Secretary, Bar Golfing 
Soctety); J. Wood, c.a. (Hon. Secretary, Association of 
Scottish Chartered Accountants in London Golfing Society). 


hat) 


The scene is Tallow Geer Hall. 


skills of ` 
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SCOTTISH CHARTERED ACCOUNTANTS 
IN THE MIDLANDS 


THIRD ANNUAL DINNER IN BIRMINGHAM 


Mr Aubrey jones M.P., Minister of Supply, was the 
principal guest of The Association of Scottish Char- 
tered Accountants in the Midlands at their third annual 
cinner held at The Queen’s Hotel, Birmingham, on 
February 28th. 

"Mr James T. Dowling, c.a., President of The 
lnstitute of Chartered Accountants of Scotland, was 


also present, and together with Mr W. A. Nicol, C.A., 


Chairman of the Association, who presided, received 
the company of 140 members and guests. Among the 
company were Alderman E. W. Apps, Deputy Mayor 
of Birmingham; Mr W. L. Barrows, F.C.A., Vice- 


_ President, The Institute of Chartered Accountants in 


| mol and District Society of Charter 


Bngland and Wales; Mr D. H Buchanan, F.1.B., Agent, 
Bank of England, Birmingham; Alderman J. C. 
Burman, J.P., and 


Messrs A. S. Barnfield, O.B.E. A rae Legi Midland 
Employers Mutual Assurance Ltd); D. C. Crombie (Presi- 
dent of the Birmingham District Council, The Association of 
e Majesty's Inspectors of Taxes); G. M. King (President, 

Ee S. Kitchen, F.C.A. (President, The 
Accountants); 
R. I. Marshall, B.COM., C.A. (Vice-President, The Institute of 
Chartered. Accountants of Scotland); E. H. V. McDougall 


| (Secretary, The Institute of Chartered Accountants of Scot- 


eu 


land); J. O. Tomlinson (Chairman, Birmingham Stock 
Exchange); J. S. Welch (President, The Institute of Bankers, 
Birmingham Centre); J. S. Wilson, C.A. (Chairman, The 
Association of Scottish Chartered Accountants in London); 
T ae (President, Birmingham and Midland Scottish 
:30Ctely 


EEN in Research 


Proposing the toast of “The Institute of Chartered 


Accountants of Scotland’ coupled with “The Associa- 
ton of Scottish Chartered Accountants in the Mid- 
lands’, Mr Jones appealed for the support of account- 
ants in getting industry to undertake more long-term 
acientific research. 


‘I suppose one cannot be surprised', he said, 'if firms 
choose to invest in research which is more likely, over a 
en short period, to give them a tangible commercial 


‘But the research that really matters is long-term basic 
tesearch. If that is not kept up, then one of these days the 
commercial results will wither away.’ 


Mr Jones recalled that last year the military research 
and development programme of his Ministry was cut 
by £20 million. 


"Can I bonestly say that British industry will increase its 
investment in scientific facilities by a corresponding 
Mage he asked. ‘I cannot force it. | can only hope that 
it wi 

"We observe in Russia a totalitarian society which, by 
virtue of being a dictatorship, has mustered to the cause of 
scientific progress a great concentration of resources. 

"We are a free society, and we cannot bring about by 
compulsion the same concentration of skill and technology. 
Yet we have a more vital interest in scientific progress than 


“any other country. 


L ‘Our future depends get on the standard of our 


' 
H 
1 


technical skill, and since we are a free society, it is to British 
industry that we have to look to do the requisite research.’ 

Replying to the toast, Mr Dowling said that it had 
been stated that two of the principal exports of Scotland 
were whisky and chartered accountants. 

*From our purely selfish Scottish point of view, the onl 
trouble is that while the English cannot produce Scot 
whisky, they can and do produce tolerably good accountants,' 
he added amid laughter. , 

Continuing, Mr Dowling said: 

"Ihe striking feature of this exodus of Scottish C.A.s is 
that, having made their separate ways to the south, they get 
together as as soon as they can. 

‘Our largest numbers are, of course, located in and around 
London, and there we have a strong association. Here in the 
Midiands the numbers are naturally not so large, but you 
have equal enthusiasm, and you have formed your own 
association.’ 


Policy Committee Appointed 


Mr Dowling recalled that it was less than seven 
years since the three separate bodies of chartered 
accountants in Scotland had come together in one 
united Institute. 

“The time of succeeding Councils has been naturally 
occupied with various important affairs to which precedence 
was rightly given, he said. ‘But the time has now. been. 
reached when certain questions which we have not had time 
to consider in detail should be brought under review. 

. “To this end a policy committee has been appointed. This 
committee, and the sub-committees which it is setting up 

will include representatives of our senior members and of 
our members in industry and commerce. 

‘I cannot, of course, forecast the outcome of their 
deliberations, but I feel sure they will be fruitful of con- 
structive ideas.’ 

Mr Dowling said that since the war much had been 
said and written about accounting in relation to changes 
in the purchasing power of money, and in the realm of 
company accounts; this was one of the matters on 
which opinions had varied. He added: 

‘I am not going to go into the merits and demerits of the 
different views. All I would say is that the conditions of 
these post-war years have not perhaps been conducive to a 
calm consideration of the problems involved. 

"What would be most helpful to that end is a period of 
reasonable stability in the unit in which British company 
accounts are expressed — the pound sterling. 

"The Government has declared its intention of holding 
inflation. We all wish the Minister and his colleagues all 
possible success in their efforts.' 

Proposing the toast of ‘Our Guests’, Mr Nicol said 
that by arrangement with the Institute, the dinner 
would in future be held biennially, instead of annually. 
‘It is a very unfortunate circumstance,’ he said, ‘but it 
is mainly an economy measure. We do not receive a 
large enough grant.’ (Laughter.) 

Mr Buchanan replied for the guests, and the toast 
of "The City of Birmingham’ was proposed by Alder- 
man J. C. Burman, and replied to by Alderman E. W. 
Apps, the Deputy Mayor. 
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STUDENTS' DINNER IN NEWCASTLE 


Northern Chartered Accountant Students’ Society - 


The annual dinner of The Northern Chartered i 


Accountant Students’ Society was held at The ee 
County Hotel, Newcastle, on February 26th. Mr S. H 
Reilly took the chair. 

Among those present were Mr J. M. S. Coates, 


O.B.E., F.C.A., President, Northern Society of Chartered 


Accountants; Colonel L. Slater, M.a., The Master, 
University College, Durham, and 

Messrs E. A. Armstrong (Bradford and District Chartered 
Accountant Students! Society); W. MA Bigg, ¥.c.A. (Managing 
Director, H. Foulks Lynch & Co 
(Newcastle Law Students’ Society); J. H. Higgins (The 
Chartered. Accountant Students’ Society of London); F. M. 
Kellett, F.C.A. (Past President of the Students’ Society); 


Students’ Society of Kingston upon Hull); D. B. Shaw (The 


S. and District Chartered Accountant Students" 
Soctety); and P. D. Taylor (The Leeds and District "Chartered, 


Accountant Students! Association). 

Colonel T. C. Squance, opp, T.D., D.L., B.A., 
President of the Society, was unable to att 
the bad weather. 


P, , FCA., 
owing to 


' Integration and Staff Changes 


Mr Coates, proposing the toast of ‘The Northern 
Chartered Accountant Students’ Society’, said he was 
taking the place of Colonel R. P. Winter, M.C., T.D., 
D.C., *,C.A.; who was indis 

Mr Coates said that the dinner was the first to be 
held since the momentous event of the integration of 
the Institute and the Society. He continued: 


"The fact that each practising member can now have four 
articled clerks means the virtual disappearance. of un- 
qualified accountants in accountants’ offices. 

‘In the future, staffs of all practising chartered account- 
ants will consist entirely of chartered accountants and of 
aspirants to that great distinctian. People who have never 
qualified and havé never hoped to qualify will disappear 
and that means that, as time goes on, your importance will 
increase. Practising. accountants will have to rely much 
more than they have done hitherto on your skill and your 
devotion to duty. 

‘Many of you, as I did in my time, work not in an 
honorary capacity but in “a minus honorary" capacity, in 
that my parents had to pay for the honour that was accorded 
to me in rendering my services to my principals. 

‘I think that that state of affairs, ui 
doné so, will soon come to an end, and you will find that 
as your importance increases, as it is bound to do, practising 
accountants will be literally competing for your services.’ 


Mr Coates added that members of the Institute 
and those directing its affairs were certainly more 
student-conscious today than ever. 


. "There are problems’, he said, ‘to which they are devota 
themselves aud the solutions are most difficult to find. The 
increasing complexity of our legislation and the very many 
and varied fields in which accountants are concerned, are 
making the burden of your examination a little more than 
I, for one, would like it to be. 

‘I don’t like to see students going about my office looking 
like old men, weighed down with anxiety as to the possibility 
of.their getting through these exams, and while they are so 
weighed down they are not of. very much use to me. 


Lid), M. G. Ester 


it has not completely 


‘I think that it Ly be said of students today that the 
examinations, speaking generally, are getting on top of 
them- and it is this vantage ‘of preoccupation with 
examinations that is.depriving them: of much of the ad- 
vantage that they get in really devoting: themselves with 
greater attention to the practical parts of our profession.’ 


Importance of Practical Experience 


Mr Coates went on to say that there is a type of 
student who emerges from his articles as a successful: 
examinations candidate, but who: suffers from a 
permarient disability in that he cannot express himself 
in English. His professional education has been 80 
narrow -that there are gaps which are never made 
good, no matter how long he may be an accountant. 
He expressed the hope that some day the answer would 
be found to this great problem, and that, if not to this 
generation, to the next there would be less emphasis 
On examinations and more on practical experience. 

Continuing, he said: 

“There can nevér have been a time when students were 
so much to be envied as today. If he is posseased of redson- 
able akill at his profession, and is really interested in it, 
there are no heights which he cannot attain. I envy you, arx 
I think that this ch which is now taking place in our 
profession will have the result that the emoluments that 
accountants will be able to offer their assistants in. tlie 
future will co ond more closely to those that 
accountants can obtain in industry, and that we val and 
that in time there will not be this SE egress from our 
profession into other fields.’ 


Attendances Doubled | 

In his response to the toast, Mr Reilly also referred 
to the integration scheme and said that this year, for 
the first time, they had invited incorporated students 
to attend their lecture programme. The result had 
been most enco g — in fact, attendances had been 
about doubled. Steps being taken as a result of the 
integration scheme included the proposed formation of 
a branch at Sunderland, converting Newcastle into a 
branch, bringing the already established branch at 
Carlisle under the wing of the main committee, with 
each branch having its own committee and organization, 
its own lecture programme but being controlled by one 
central body. They .hoped this would streamline all 
the workings of the Society, because finance would be 
dealt with by the central body. 

This would mean a great deal of work, but he was 
confident that in two months’ time, when he handed 
over the chairmanship, Mr Patterson would guide 
them through their teething troubles. He expressed 
his appreciation of the support which had been given 
him by the committee, with special thanks to Mr 
Bryan Newton, honorary secretary, Mr Geoffrey 
Murrin, honorary treasurer, Mr: F. W. Partridgé, for 
organizing lectures, Mr G. Whitehead, for organizing the 
residential course and to Mr M. Harris, for organizing 
sports fixtures. 

Mr Partridge proposed the toast Ons Guests’ and 
Colonel Slater replied. "T 
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SEVENTY-FIFTH ANNIVERSARY DINNER 


Liverpool Chartered Accountant Students’ Association 


The seventy-fifth anniversary of The Liverpool 
Chartered Accountant Students’ Association was 
celebrated by a dinner attended by a large company of 
members and guests at The Exchange Hotel, Liverpool, 
on February 27th. 
The chair was taken by the President of the Associ- 
, action, Mr E. L. Ashton, B.A., F.c.a., and the guests 
| included Mr W. H. Lawson, C.B.E., B.A., F.C.A., Presi- 
dent of The Institute of Chartered Accountants in 
| England and Wales, Mr H. Leslie Bowes, C.B.E., 
Chairman of the Liverpool Chamber of Commerce, and 


Messrs John Ainsworth, M.B.E., A.C.A. (Member of the 

Council of the Institute); S. Colvin, F.c.a. (Honorary Secretary 
| of the Alan Cookson Prize Committee); G. Kenneth Cook, 
| F.C.A. (Senior Past President of the Association); G. English, 
| A.C.A, (Former Chairman, Students’ Section, Incorporated 
Accountants! District Society of Liverpool; C. J.' Lyon 
(IIonorary Secretary, Liverpool Law Students’ Association); 
| A. S. Maciver, M.C., B.A. (Secretary of the Institute); 
. Pearson, F.C.A. Former Chairman, Incorporated Accountants’ 
District "Society of Liverpool); G. F. Saunders, J.P., F.C.A. 
(Member of the Council of the Institute); C. C. Taylor, J-?., 
F.C.A. (President, Liverpool Society of Chartered Accountants); 
Joseph Turner, LL.M. (Barrister-at-Lavo); and A. D. Walker, 
| J.P., F.C.A. (Member of the Council of the Institute). 


| Specialization 
, In proposing the toast of "The Institute of Chartered 
Accountants in England and Wales and the Liverpool 
Chartered Accountant Students’ Association’, Mr 
Bowes emphasized the importance of specialization and 
hard work if a student was to make his mark. 
Mr Bowes went on to consider the present economic 





situation, and said that he believed that this country was 
not facing a major recession, because the economy was 
better geared, and because of the expanding economies 
of the underdeveloped countries and their increasing 
population. 

Precept and Practice 


Responding to the toast, Mr Lawson said that a 
seventy-fifth birthday might perhaps be an occasion 
which could be celebrated in the happy knowledge 
that it was unlikely that anybody would be present 
who attended the christening of the infant child and 
made promises on its behalf. He referred to the advice 
given by Mr A. W. Chalmers at the inaugural meeting 
in 1883, and said that he bad no doubt that the purpose 
of the Liverpool Students’ Society was to see that 
precept had been followed by practice. 

Replying to the toast of the ‘Students’ Association’, 
Mr Ashton, pointed out that its original object- was 
purely educational. Since that time social and sporting 
activities had been added, as they were of great value 
in assisting the building of character. 

Mr Lyon proposed the toast of “The Guests’ and 
expressed appreciation of the valuable support of Mr 
Cook and Mr Colvin. He pointed out that Mr Cook 
had ‘been hon. secretary in 1899 and President eleven 
years later, and that Mr Colvin had administered the 
Alan Cookson Prize since 1919. This prize is awarded 
half-yearly for success in examinations, conduct during 
articles and for service to the Association. 

Mr Turner, replying, reminisced agreeably on his 
experiences as a lecturer in law to members, both at 
Liverpool and at Burton Manor. 


New Legislation 


All new Acts will be noted in this column, together with those Statutory Instruments tohich are 

of interest to the profession. The date given indicates when an Act recetved the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtatned through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. - 


STATUTES | 
(6 & 7 Eliz. 2) 


Chapter 5: Post Office and Telegraph (Money) 
Act, 1958 


An Act to provide money for expenses of the Post 
Office properly chargeable to capital account; and for 
purposes connected therewith. 


Frice 3d net. February 20th, 1958. 


Chapter 6: Import Duties Act, 1958 


An Act to confer new powers to impose duties of 
customs in place of the powers conferred by the 
Import Duties Act, 1932, and, in connection there- 
with, to repeal the duties of customs chargeable under 
or by virtue of that Act and of certain other enact- 
ments and make general provision for the purpose of 
customs duties as to Commonwealth preference and 


as to produce of the sea, and for purposes connected 


with the matters aforesaid. 
Price 1s 3d net. . February 20th, 1958. 


Chapter 7: Consolidated Fund Act, 1958 


An Act to apply a sum out of the Consolidated Fund to 
the service of the year ending on the thirty-first day of 
March, one thousand nine hundred and fifty-eight. 


Price 3d net. February 20th, 1958. 


Chapter 8: Trustee Savings Banks Act, 1958 
An Act to amend the law relating to trustee savings 


banks 
Price rs net. February 20th, 1958. 


Chapter 9: Entertainments Duty Act, 1958 
An Act to consolidate the enactments relating to 


entertainments duty. 
Price 9d net. February 20th, 1958. 
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In Parliament 


£ Sterling: Value 


Mr pz FnErrAS asked the Chancellor of the Exchequer 
whether he is aware that, taking the internal purchasing 
value of the £ sterling at 20s in October 1951, it had 
declined to 19s 5d in January 1952, to 18: 4d in 
January 1954, and 16s 10d in January 1956; and what 
was the comparable figure for January 1958. 
Mr Amory: Yes, 15s 6d. 
Hansard, Feb. 25th, 1958, Written Answers. Col. 24. 


Income Tax and Surtax 


Mr RUSSELL asked the Chancellor of the Exchequer 
if he will publish in the Official Report a table showing 
how much out of every £500 a year increase in earned 
income between £2,000 and £5,000 a year is taken 
by the Exchequer in income tax and surtax. 

Mr Smon: The following are the figures: 


TAX ON AN INCREASE OF £500 











Married man ` 
with two children 


under rr 





Mr BENN asked the Chancellor of the Exchequer 
what would be tbe estimated cost to the revenue of 


raising the allowances for income tax so as to exempt 
completely all persons paying less than £50 per annum 
in income tax and to reduce the income tax paid by all 
those paying more than £50, by £50. 

Mr SIMON: £650 million, assuming the benefit 
extended td wives’ earnings. 

Mr Benn asked the Chancellor of the Exchequer 
how many persons pay more than £50 a year in income 
tax; how many pay less; and how many are altogether 
exempted by the operation of existing allowances. 

Mr Simon: Out of the total of 202 million taxpayers 
7% million pay more than {50 a year in income tax and 
13 million less. Working wives are counted separately. 

Hansard, Feb. 28th, 1958. Written Answers, Col. 85. 


Export Trade: Bank Credits 


Sir F. GRAHAM asked the Chancellor of the Exchequer 
what guidance he has given to the Capital Issues Com- 
mittee on the treatment of proposals to finance the 
export of capital goods by bank credits guaranteed by 
the Export Credits Guarantee Department. ^ 

Mr MaupnrrNG: In general, the Capital Issues Com- 
mittee will continue to require applicants for leave to 
borrow for capital purposes to raise the finance where 
possible from non-banking sources: but the. Com- 
mittee has been informed that where the purpose of 
the proposed bank loan is to finance exports, and the 
Export Credits Guarantee Department has already 
indicated its willingness to issue a guarantee to the 
bank, refusal of consent would be inconsistent with the 
general policy of giving such guarantees direct to banks, 
which was introduced specifically to facilitate loans 
for the export of major capital goods. The Com- 
mittee has therefore been asked to bear this in mind in 
considering applications for consent to such loans. 
Hansard, Feb. 27th, 1958. Written Answers. Col. 53. 


Notes and Notices ` 


PERSONAL 


Messrs CuLLEY & Co, of 5 Bank Plain, Norwich, 
announce that as from "January Ist, 1958, Mr R. C. 
SPICER, F.8.A.4., has retired from the firm and Mr 
E. L. UPSHAW, A. C.A., has been taken into partnership. 
The name of the firm will remain unch 

BARBER, BELLHOUSE. & Co, Chartered 
Accountants, of Nakuru; Nairobi; Nanyuki and Nyeri, 
announce that they have taken into partnership Mr 
DONALD GEOFFREY BELLHOUSE, A.C.A., who will con- 
tinue to be in charge of their Nairobi office. 

Messrs GEOFFREY SCHOFIELD & Co, Chartered 
Accountants, of Arundel House,.13 Arundel Street, 
London, WC2, announce that Mr ARTHUR KERNON, 
A.C.A., has been admitted into partnership as from 
March 1st, 1958. The practice will continue under the 
same name. 


OBITUARY 
HAROLD HAGUE, B.SC., F.C.A. 
We have learned with SS of the death on February 


17th, at the age of 77, of Mr Harold Hapis; B.SC., 
F.C.A., formerly a partner in the firm of H. Hague, 
Sharp & Co, Chartered Accountants, of Oldham. 

Mr Hague, who retired from practice twelve years 
ago, was admitted an Associate of the Institute in 
1913 and elected to Fellowship i in 1923. ` 

He took an active interest in local affairs in Oldham 
and was a former president of the Oldham Chamber 
of Commerce and a former governor of the Oldham 
Hulme Grammar School; he was at one time a local 
magistrate and had served as a member of the local 
advisory committee under the Unemployment Assist- 
ance Hoard and of the Commercial Advisory Com- 
mittee to the Oldham Higher Education Committee. 

Mr Hague had also served as a member of the 
executive committee of the Oldham Master: Cotton 
Spinners’ Association and was a former director of | 
six local cotton mills. He was a Past President and sub- | 
sequently an honorary member of. the Oldham Rotary | 
Club and was a keen golfer, being a member of the 
Crompton and Royton Golf Club. 
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WILLIAM WALKER, M.B.E.(MIL.), C.A. 


It is with regret that we record the death on February 
24th of Mr William Walker, M.B.E.(MIL.), C.A., who was 
for thirty-six years a partner in Glasgow of Peat, 
Marwick, Mitchell & Co, Chartered Accountants. 

Mr Walker, who was 63, had served on the Council 
of the former Institute of Accountants and Actuaries 
in Glasgow and was, at the time of his death, convener 
of the examining board of The Institute of Chartered 
Accountants of Scotland. 

During the First World War he was commissioned 
in the 7th Battalion, Highland Light Infantry, and 
was later seconded to the Gloucestershire Regiment, 
serving in France and Italy. For his services during 
the latter part of the war he was awarded the 


M.B.E.(Mil.). 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN IRELAND 


SUPPLEMENT TO List of Members 


A supplement to the List of Members as at August 31st, 
1956, of The Institute of Chartered Accountants in 


Ireland showing additions and corrections to August’ 


31st, 1957, records a membership in 1957 of 1,048. 

The total is comprised of 176 Fellows in practice, 

21 Fellows not in practice, 129 Associates in practice 

and 722 Associates not in practice; this shows an 

increase of 43, compared with the figure at August 1956. 
An EE of the membership is given below: 


Members ` Members 
in Ireland not in Ireland 
Fellows in practice .. .. 168 8 
Fellows not in practice bs IO : II 
Associates in practice . . ^. — II4 15 
Associates not in practice. .. 545 177 
Í ] 837 ` 211 
, Total membership ~. 1,048 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


At a meeting of the London and District Society of 
Chartered Accountants to be held next 'luesday at 
6 p.m. in the Hall of The Chartered Insurance 
Institute, 20 Aldermanbury, EC2, Mr R. F. Harrod, 
F.B.A., will speak on "The financial outlook’, 


MANCHESTER SOCIETY OF CHARTERED 
ACCOUNTANTS 


The final lecture in the current session of the Manchester 
Society of Chartered Accountants, will be held on 
March 17th, when Mr W. Manning Dacey, B.sc. 
(EcoN.), Economic Adviser, Lloyds Bank Ltd, will 
speak on “The fight against inflation’. 

The lecture will be held at Chartered Accountants’ 
Hall, 46 Fountain Street, Manchester, 2, and will 
commence at 6 p.m. 
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CITY DISCUSSION GROUP 
The next meeting of the City Discussion Group of the 
London and District Society of Chartered Accountants 
will be held next Wednesday, at The Cock and Bottle, 


Laurence Pountney Hill, London, EC4, at 6 p.m. for . 


6.30 p.m. 

The topics for discussion will be ‘Internal auditors — 
what are they for? and ‘A savings movement free 
of tax’, to be introduced by Mr R. J. Snow and Mr M. 
Striker, B.8C.(ECON.), F.C.A., respectively. T'he Group 
extends a warm welcome to all new members, particu- 
larly newly-integrated members. 

It is proposed to hold a joint dinner with the 
Central London Discussion Group on Thursday, 
March 20th, at MWillhamson's Tavern, Bow Lane, 
Cheapside, EC4, at 6.30 for 7 p.m. The guest of 
honour wili be Mr Maurice Elvey, who will speak on 
his association with accountants during his forty-five 
years as a film director. 

At a meeting of the Group on April gth, Mr Douglas 
Clarke, LL.B., F.c.A., will answer questions on ‘How 
the Institute works'. 


AGCOUNTING EDUCATION CONFERENCE 


The Association of University Teachers of Accounting 
is holding a conference on accounting education at 
the London School of Economics on March 28th 
and 29th. Among the main speakers will be: Sir 
Edwin Herbert, ng: Mr H. O. H. Coulson, F.c.a.; 
Mr J. Ruscoe, M.A., B.COM., F.L.M.T.4.; Mr C. A. 
Herring, B.sC.(ECON.), E.C.W.A; Mr J. E. Harris, 
B.COM., F.A.C.C.A.; and Mr A. D. Paton, C.A. 

A limited number of non-members of the Associa- 
tion will be admitted to the conference. Readers having. 
a special interest in accounting education who wish to 
attend should write to the Secretary of the Association, 
Mr Roy Sidebotham, B.A., A.I.M.T.A., A.A.C.C.A., 
Department of Economics, University, Manchester, 13. 


CHILDREN SERVICES 


The eighth annual return of Children Services Statistics, 
published jointly by The Institute of Municipal 
Treasurers and Accountants and The Society of 
County ‘Treasurers!, provides information about 
expenditure and the costs of maintenance in residential 


.homes and nurseries. 


-The details include the number of children in care 
and the number in care per 1,000 population. The 
number of children in care during 1956-57 was 
62,046 compared with 62,884 during 1955-56. The 
net rate-borne expenditure during 1956-57 was 
£8,900,791 (£8,599,271) and the net rate-borne 
expenditure as a rate in the £ during that period was 
3'44d (5:85d). 


! Children Services Statistics, 1956—57. The Institute of 
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IMPORT OF STERLING NOTES 


The Treasury has announced that from February 
28th all restrictions are removed on the import into 
the United Kingdom of sterling notes, i.e. notes 
which are or have at any time been legal tender in 
the United Kingdom. 

Only small amounts of sterling notes carried by 
travellers have been allowed into the United Kingdom 
from abroad since August 1940, the limit in the last 
few years being fio per person. As from February 
28th, sterling notes may be brought or sent into the 
United Kingdom without restriction. 


CHARTERED ACCOUNTANTS' 
HOCKEY CLUB 


A recent hockey match between the Chartered 
Accountants’ XI and the Oxford Occasionals, 4 team 
which included eight players who have represented the 
University, resulted in a 7-o win for the Occasionals. 

P. Boobbyer at centre-half and I. Ferris at centre- 
forward in particular played valiantly to turn the tide, 
as did G. Tranter, the Midlands goalkeeper who had 
travelled from Shropshire to play for the Accountants. 


INLAND REVENUE FIXTURE 


A second fixture against the Inland Revenue has 
been arranged for Sunday, March 16th, at the Inland 
Revenue ground at Grove Park, Kent, the bully-off 
being at 3 p.m. 


COMPUTER COURSES IN BIRMINGHAM 


In view of the established use of electronic computers 
in scientific computation, and of their potentialities 
in accountancy and in other commercial procedures, 
the Birmingham College of ‘Technology is organizing 
a series of one-day conferences on electronic digital 
computers and their industrial applications. 

The first conference of the series, with 

reference to Ferranti computers, will be held p the 
College at Gosta Green, Birmingham, on Wednesday, 
March 26th. 'l'he subjects and their speakers at the 
conference will be: 

‘A survey of the components of a computer and their 
function, be Mr M. Jackson, M.sc. (Birmingham 
College of Technology). 

"Ihe philosophy of Ferranti computing systems for 


commercial, industrial and scientific work’, by Mr: 


W. F. Payne, B.A. (Ferranti Ltd). 

‘Commercial and industrial applications with special 
reference to stock recording, material control and 
production planning, by Mr F. Keay, M.A., A.C.I.8. 
(Ferranti Ltd). 

*Mathematical and scientific work on computers, in the 
fields of research, engineering and design’, by Dr C. M. 
Wilson, B.8C., PH.D. (Ferranti Ltd). 

The AR HEU fee is £2, and further information 

may be obtained from the Registrar, College of 
Technology, Suffolk Street, Birmingham, r. 
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THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


AUTUMN RESIDENTIAL COURSE 


The senior week-end residential course of The 
Chartered Accountant Students’ Society of London 
will be held at Balliol College, Oxford, from Thursday 
to Sunday, September 11th to 14th. Announcements 
and forms for application will be issued to members 
about the middle of June. 


Next WeeK’s MEETINGS 


The following meetings of the Society will be held 

during next week: 

Monday: Visit to Ford Motor Works (limited number). 
5.15 p.m., at Incorporated Accountants’ Hall: Intro- 
ductory course lecture on ‘Company. law’, by Mr P. W. 
Medd (Barrister-at-Law). 

5.30 p.m., at Luton: Lecture on “The law relating to the 
sale of goods’, by Mr K. H. Mugford (Barrister-at-Law). 

Tuesday, 5.15 p.m., at the Institute: Introductory course 
lectures on (1) A general introduction to income tax’, 

by Mr J. Kennedy Melling, A.C.A., A.T.I.Il., F.R.ECON.8., 
and (2) "Ihe law of bali by Mr P. W. Medd 
r-at-Law). 

Friday, 5.30 p.m., at Beaver Hall (behind Mansion House 
Station): Lecture on ‘Drafting a finance bill’, by Mr J. S. 
Fiennes, C.B. (Barrister-at-Law), . (Parliamentary Counsel 
to the Treasury). 

Squash v. Lloyd's. 
Saturday: Badminton v. King’s College. 


ISRAEL ACCOUNTANTS’ 
25th ANNIVERSARY 
We learn from the December 1957 issue of Roeh 
Hacheshbon, that 'The Association of Certified Public 
Accountants in Israel celebrated the twenty-fifth anni- 
versary of its foundation on November z1st, 1957. The 


occasion was marked by a banquet attended by many | 


members and distinguished guests. 


Annotated Tax Cases 


Part 3 of Volume XXXVI of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.c., is now published 
and contains reports, with notes on the judgments, of 
the following cases: Boston Deep Sea Fishing & Ice Co 
Ltd v. Farnham (Ch.D.); C.I.R. v. Whitworth Park 
Coal Co Ltd, C.I.R. v. Brancepeth Park Coal Co Ltd, 
CIR, v. Ramshaw Coal Co Ltd LP Carson v. 
Cheyney’s Executors (CA 1 Tanganyika Commissioner 
of Income Tax e. Wilhamson Diamonds Ltd (P.C.); 
Ceylon Commissioner of Income Tax v. Petris (P. 
James Hobson & Sons Lid v. Newall (Ch.D.); CIR. 
v. Wood Brothers (Birkenhead) Ltd (Ch.D. and C.A.); 
Samuel Dracup & Sons Lid v. Dakin (Ch.D.); Cooks 
v. Burton (Ch.D.). 

The annual subscription to the Annotated Tax Cases 
is 30s post free: the publishers are Gee & Co (Publishers) 
Ltd, 27-28 Basinghall Street, London, EC2. 
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mittee on Statutory Instruments should issue a special report 
on the language of legislation.! FOWLER, who did so much in his 
day to preserve the highest standards of English usage and whose 
influence through his books is still powerful, would surely have 
approved of the committee's efforts in advising Government 
departments how to make official documents 'more readily intelli- 


by E. L. Kentoor A.C.A. . Ss 
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North American Com- : : ; : 
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explanatory notes. In the documents coming under its scrutiny 
which contained such notes, the standard of clarity, it reports, 
continues to be satisfactory with a few exceptions. One of the 
cautionary examples given is that of an explanatory note to the 
Control of Paper (Newspapers) (Economy) (Amendment No. 5) 
Order, 1956 (S.I. 1956, No. 1233), which does not make clear 
whether the Order, which determines the permissible number of 
pages in a newspaper, 'increased or reduced the permitted 
number'. The committee's request for lucidity will please every 
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but there is no justification for the explanatory notes not being 
in straightforward English. 

It might be relevant, in conclusion, to raise the delicate issue 
of the accountant’s own standards of note-taking. Every prac- 
titioner, except those few paragons whose offices are ordered 
to perfection, must often have been exasperated by the apparent 
inadequacy of written explanations made in files by his colleagues 
and staff. It may even be that his colleagues and staff have 
experienced similar emotions about his own marginalia. 'The 


Disciplinary Committee 323 : . : 

Members’ Library 323 reference, say, to an important point when considered a year 
Cohen Council Report Gom- later, may read like a hastily scribbled telegram and, as likely as 
mended not, the vital fact or figure which might make sense of the whole 

Sheffield Chartered Account- is either indecipherable or is just not there. Although internal 

antec diaper 324 evidence is hard to come by, it is probably safe to say that whereas 
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Dinner 


The Manchester Chartered 
Accountants’ Students’ 


the reports which the accountant’ presents to his clients are 
couched in impeccable prose, the art of making crystal-clear 
supporting notes in the domestic dossiers stands in some need of 


, Society 325 revival. If this is so, then clarity, like charity, should begin at home. 
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Scottish Institute's Report 


1957 report of the Council of the 
Scottish Institute, issued to members last 


week-end, is longer and stronger than 
ever before. There was at the turn of the year a 
record membership of 6,289 (including roz 
members of The Society of Incorporated Account- 
ants admitted under the integration scheme) and 
‘the accumulated surplus at December 31st, 1957, 
was £145,519. Despite this reassuring sum be- 
hind it, the Institute operates on a narrow revenue 
margin. Income from all sources in 1957 was 
£39,900 (as against £39,706 for 1956) but the 
surplus carried to the accumulated capital fund 
was only £760. 

Because of changes in the syllabus, the results 
of the first division of the Intermediate examina- 
tion for 1957 cannot properly be compared with 
those for 1956. In the second division of that 
examination, 64 per cent passed as against 
73 per cent in 1956. In the first division of the 
Final examination, the trend was also downwards 
although less severe, the 1957 passes being 
53 per cent as compared with 57 per cent the 
year before. Of the ordinary candidates who pre- 
sented themselves for the second division of the 
Final examination,. 51 per cent passed ~- an 
improvement of nearly 11 per cent on the 1956 
figure. The concessions made to those candidates 
who began their period of national service not 
later than December 31st, 1946, whereby they 
could obtain passes in a minimum of three out 
of five papers in the second division of the Final 
examination and sit the remaining two papers 
subsequently, have now been withdrawn. 

During 1957, the number of indentures 
registered was 309, 43 fewer than in 1956 and the 
lowest aggregate since 1953. Glasgow accounted 
for 161 of the 1957 registrations. To help to 
remove misunderstandings about the profession 
and the conditions of entry to it, several luncheons 


were held during the year to which headmasters 


and careers masters were invited. 

Under the new rules of the Institute which 
came into force in August 1957, the restriction 
limiting the number of apprentices to be taken 
by members practising outside Scotland to two 
has been removed. In October 1957 the Council 
made the suggestion to all firms and sole prac- 


titioners that the number of apprentices for each 
practising member should not, in normal circum- 
stances, exceed five. 

The scheme envisaged in the report of the 
Special Committee on Examination and Training 
of Apprentices, which was published in March 
1956, has not yet been put into operation. 
Negotiations with the universities have not yet 
been finalized and it is not now anticipated 
that the scheme will be put into effect before 
the autumn of 1959 at the earliest. 

Since the Edinburgh, Glasgow and Aberdeen 
bodies merged in 1951, many changes have 
taken place in the affairs of the united Institute. 
So that the objectives of the Institute may be 
clearly determined, the Council has set up a 
special committee to consider and report to it on 
certain matters of future policy. The five main 
items to be examined by the new committee and 
its three subcommittees are — how to establish 
the fullest understanding and co-operation be- 
tween practising and non-practising members 
and how to enable the Institute to serve the needs 
of all its members; how to attract sufficient 
apprentices of the right type to the profession; 
how best the Institute may promote accounting 
research; should the Council make recommenda- 
tions or otherwise give guidance on accounting 
matters to the Institute’s members and, if so, 
how; and how best may the Institute’s relations 
with other professional bodies and with the 
public be strengthened. 

Members of the Institute all over the world 


. will await with some trepidation the report of a 


special committee which has been appointed to 
consider whether that most formidable of 
Scottish institutions, the Account of Charge and 
Discharge, is in these modern times ‘an appro- 
priate form of presentation of financial intre- 
missions’. Many eminent accountants, now ex- 
pertly balancing the astronomical budgets of 
industrial empires under their sway, still shiver 
when they think of their apprentice efforts to 
make the sum of the discharge equal to the sum 
of the charge. To recommend the abolition of 
what, with all its drawbacks, has always been 
both an exercise in discipline and a first-rate test 
of character is not a decision to be lightly made. 
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Tax Reform Proposals 


HE war and its aftermath precipitated 
sweeping changes in the British tax system 
and these changes (not all for the better) 
seem to have given rise to a good deal of specula- 
tion and inquiry as to whether changes even more 
fundamental are desirable. When the Radcliffe 
Commission began its hearings in 1952 there was 
strong advocacy for merging taxation in the lower- 


income ranges with social security. Some mem-. 


bers of the Commission itself advocated a 
permanent tax on realized capital gains, while one 
member wrote a book in which he advocated an 
expenditure tax in the place of income tax.* It 
is in this climate that a booklet has been produced 
by a group of young economists and accountants 
which critically examines the present system and 
puts forward some radical suggestions for im- 
provement.? The fact that the various changes 
advocated in the booklet are not all consistent is 
not so important as the leading theme, namely, 
the need for a bold programme of tax reform. 

The booklet is firmly rooted in the ground in 
that it makes the basic assumption that the present 
tax yield of around £5,200 million would have to 
remain roughly the.same at current prices, there 
being no realistic alternative. Since total Govern- 
ment spending cannot be expected to fall, the 
booklet concentrates on better and more sensible 
ways of raising the revenue. The proposals, in 
the event, follow a now familiar pattern, with 
some novel variations. 

In the realm of incentive, it is suggested that 
the first {250 of investment income, as well as 
the first {200 of casual earnings, should be tax 
free. The advocate of this change points out that 
to a man who is prepared to pay the present high 
rate of interest on hire-purchase, the present 
yield of some 28 per cent net on money he invests 
is absurdly trivial. Surtax payers, says the writer, 
while being the best able to save, suffer the keenest 
disincentives; but his colleague, on another page, 
refers to 

'the general, and not unjustified, impression that 

there are a number of wealthy individuals who can 


1 An Expenditure Tax, by Nicholas Kaldor; see The 
Accountant, December roth, 1955. 


snap their fingers at the surtax rates and who can 
continue to enjoy a standard of living denied to 
most because their "income" is tax free’. 


No doubt there is some truth in both assertions. 

'This latter quotation is taken from a reasoned 
denunciation, not a recommendation, of a capital, 
gains tax. The writer of it would like the Revenue 
to begin assessing people on surpluses realized on 
the purchase and sales of investments, on the 
ground that a trade is carried on. 

The advocate of investment income relief 
endorses the present practice of treating the 
Schedule A value of a dwelling-house as the 
owner-occupier's income, although, of course, the 
exemption of the first {250 of investment income 
would exempt the majority of owner-occupiers. 
One of these days, he says, consistency will require 
Schedule A assessments on owner-occupied 
houses to be broüght up to current values 'like 
the assessments for local rates’. These latter, how- 
ever, are still effectively based on 1939 values. 
On casual earnings the writer calls it economically 
illogical to tax, say, earnings from repairing a 
neighbour’s car, when no such tax is levied on a 
man who carries out his own repairs instead of 
paying someone else to do them. 

Elsewhere in the booklet the now familiar 
strictures on the present profits tax system are 
repeated, and a plea is put forward for a corporate 
tax, accompanied by the separate taxation of 
company dividends. One is a little surprised to 
find in such a booklet, even though relegated to 
an appendix, a suggested scheme for a tax on 
expenditure rather than on income. This sales tax 
would be at a flat rate of no less than 50 per cent, 
though food, fuel and rent are mercifully ex- 
cluded, and family allowances — at 8s a week for 
each child — are retained. There would also be a 
somewhat complicated system of repayments for 
those with small incomes, but even so, the author 
of this scheme is certainly right when he says it 
would encourage saving; it could hardly do other- 
wise. However, in view of the fact, stated at the 
beginning of the booklet, that already 60 per cent 
of all taxes on individuals are paid by consumers, 
the idea is perhaps not so startling as it at first 


mnbüdinmieddiminl M Group Pamphlet, published by i 
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Compulsory Winding-up 
DISTRIBUTION OF SURPLUS ASSETS 
by SPENCER G. MAURICE 


with the winding-up of a company arose in 

Re Phoenix Oil & Transport Co Ltd ([1957] 
3 All E.R. 218) — a summons before Roxburgh, J.; 
and in further proceedings relating to the same 
company, Re Phoenix Oil & Transport Co Ltd 
(No. 2) ([1958] 1 All E.R. 158)-a further 
summons in the winding-up which was heard 
by Wynn-Parry, J. 

The details of the company's financial position 
at the date of the liquidation were as follows: 
1,220 members or former members were entitled 
between them to the sum of £174 os 2d, being 
the proceeds of sale of certain stock fractions 
(which arose under a reorganization) unclaimed 
by those members or former members; 639 
members or former members were entitled to 
£1,255 35 11d in respect of unclaimed dividends; 
there were two outstanding debts (of £35 and 
£250, respectively) to creditors who had not 
proved, and the liquidator had in hand a surplus 
of approximately {640,000 for distribution 
amongst the stockholders. There were approxi- 
mately 9,100 members entitled to rank part passu 
in the distribution of the surplus assets. 


Gets important points in connection 


Who is a Contributory? 


In the earlier proceedings application was made 
by the liquidator for, inter alia, an order that 
the settlement of the list of contributories be 
dispensed with under the proviso to Section 257 
(1) of the Companies Act, 1948. This application 
involved consideration by Roxburgh, J., of what 
was meant by ‘contributories’ in that provision. 
Having referred to Section 213, which defines 
a contributory as 

‘every person liable to contribute to the assets of a 

company in the event of its being wound up’, 
and to the authorities, his lordship said that it 
was clear that a holder of fully-paid shares, as 
well as a holder of shares carrying a liability to 
calls, was a ‘contributory’. He went on to point 
out that it was clear from the judgment of 
Turner, L.J., in Re National Savings Bank 
Association (1866) 1 Ch. App. 547), that 'contri- 
butory' meant, not every person in fact, in the 
events which had happened, liable to contribute 


to the assets, but every person who would be 
liable to contribute in any possible event. On the 
facts before him Roxburgh, J., came to the 
conclusion that a list of contributories would 
serve no purpose justifying the expense involved 
and that it should be dispensed with. 


Whether Order of the Court Necessary 
In the later proceedings before Wynn-Parry, J., 
the liquidator asked for relief as follows: First, 
he asked that he might be at liberty to admit, 
without proof, the claims of contributories in 
respect of stock fractions and unpaid dividends. 
Wynn-Parry, J., gave the leave asked for and 
this point need not be further considered here. 

Secondly, the liquidator asked that it might be 
determined whether on the true construction of 
the Act, and in the events which had happened, 
he was entitled to distribute surplus assets 
amongst the contributories in accordance with 
their respective rights thereto as such contri- 
butories without a further order. 

Wynn-Parry, J., pointed out that it had long 
been the practice in the case of a compulsory 
winding-up to control the distribution of surplus 
assets by requiring the liquidator to bring in at 
the appropriate time, when he asked for an order 
for distribution, a list of those who he said 
were entitled, verified by affidavit. This was a 
practice insisted upon by the Board of Trade 
because ‘the order of the Court which was 
involved afforded the Board proper protection 
when it asked the Bank of England to draw the 
necessary cheques. His lordship drew attention 
to the different policy followed by the Legislature 
in the case of a voluntary winding-up as opposed 
to a compulsory winding-up; in the latter case 
the Court was conducting an administration, and 
80, as in the case of an ordinary administration 
action in the Chancery Division, retained, under 
the express provisions of the statute, a much 
greater degree of control. 

The liquidator challenged the necessity for the 
current practice, his case being based on the 
wording of Section 245. Subsection (1) provides: 

"The liquidator in a winding-up by the Court 
shall have power, with the sanction either of the 

Court or of the committee of inspection' 


* 
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to take various steps, and subsection (2) provides: 
“The liquidator in a winding-up by the Court 
shall have power . . . (A) to do all such other things 
as may be necessary or winding up the affairs 
of the company and distributing its assets,’ 
Wynn-Parry, J., refused, however, to agree that 
these provisions permitted the liquidator to 
distribute the surplus assets without an order 
of the Court, because Section 265 provides: 
"Ihe Court shall adjust the rights of the con- 
tributories among themselves and distribute any 
surplus among the persons entitled thereto.’ 
His lordship came to the conclusion that that 
was the only operative section as regards actual 
distribution and that it applied whether or not 
an adjustment among the contributories was 
required. Accordingly an order of the Court was 
necessary to authorize distribution. 


Need for List of Stockholders 


Thirdly, the liquidator asked to be allowed to 
make a return of capital to the contributories, 
this question being raised on the basis that the 
answer to the second question was, as had in 
fact been decided, in the negative. 

Rule 120 of the Companies (Winding-up) 


Marginal Costing 


THE 
ACCOUNTANT 


305 


Rules, 1949, provides for a list to be contained 
in or annexed to every order by which the 
liquidator is authorized to make a return to 
contributories, ‘unless the Court shall otherwise 
direct’. ‘The liquidator's contention was that this 


rule conferred a discretion on the Court which 


might be exercised so as to enable the liquidator 
to make the proposed distribution without any 
further order. 

Wynn-Parry, J., pointed out that the winding- 
up order was made in 1950 so that, in view of the 
lapse of time, no distribution could be made on 
the basis of the register as it stood. His lordship 
could see no justification for dispensing with any 
of the particulars mentioned in the rule where the 
liquidator was faced, as he was, with something 
in the nature of an inquiry before he could say 
among whom the surplus should be distributed. 

Refusing to authorize a distribution in advance 
of an inquiry, his lordship remarked that the 
difficulty in which the liquidator found himself, 
if it were a difficulty, might well be due to his 
success in obtaining, in the earlier proceedings, 
the order dispensing with a list of contributories. 
It seems, therefore, that a liquidator should 
always seriously consider the advisability of 
applying for such an order. 


and the Railways 


Plea for a More Realistic Policy Regarding Branch Lines 
by E. L. KENWORTHY, A.C.A. 


HE procedure known as marginal costing 
has proved almost as fruitful a source of 
controversy in accounting circles as FIFO 
versus LIFO. In order to avoid misunderstanding, 
therefore, it may be advisable to commence with 
a definition. Marginal cost has been described as 
‘the total costs excluding fixed overhead expense, 
or, in other words, every expense (whether of pro- 
duction, selling or distribution) incurred by the 
taking of a particular decision’,+ 
It is interesting to examine the effect of this 
principle when it is applied to American and 
British railways. 


The American Argument 


In the United States, railway accounts for some 
time have been the subject of thought and dis- 


! Developments in Cost Accounting, page 18. The Institute 
of Chartered Accountants in England and Wales, 1947. 


cussion between the American Institute and the 
Inter-State Commerce Commission. One bone of 
contention was a formula prescribed by the 
Commission for the purpose of arriving at the 
expenses of passenger service operation. 

Under the formula, all operating expenses 
directly assignable to the passenger service are 
taken, and to these are added an apportionment 
of the expenses common to both freight and 
passenger services. The results are startling: 
there was a deficit of $669 million in 1954 and of 
$704 million in 1953. 

Supporters of the formula argued that it was 
a barometer showing that passenger services do 
operate at a financial loss, and that passenger 
train fares were insufficient to cover wages, taxes 
and other operating expenses, let alone the 
replacement of obsolete equipment. 

For the opposition, one critic put the probable 
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deficit at $38 million instead of $669 million, 
but he was comparing revenue with directly 
assignable expenses. Another contended that if 
the overall rail plant which.is required for freight 
service can also be used for passenger service which 


pays its direct costs and contributes something to . 


overheads, even if it fails to cover total allocated 
cost, it is good business to operate the service. 

Many railroads appear not to rely too much on 
the results produced by the formula. One 
passenger traffic manager stated: 

‘In addition to the report we make to the I.C.C. 
under the prescribed formula, we annually make a 
practical evaluation of our passenger service, the 
results of which show that we contribute to the 
net of the railroad both on an out-of-pocket basis 

. and a solely related costs basis.’ 

Te sum up, the conflict was between those 
who believe in treating passenger services as 
self-contained, when assessing their profitability, 
and those who regard them as a marginal activity 
ancillary to the main business of running a 
freight service. The first hypothesis seems difi- 
zult to sustain; many items of expense are com- 
mon to both services, and the inevitable apportion- 
ment cannot be other than arbitrary. 


The Situation in the United Kingdom 
The position in the United Kingdom is, of 
course, different in many respects. Passenger 
receipts represent a much higher proportion of 
total revenue than is the case in the United 
States. Indeed, the number of passengers carried 
on the Southern Region alone exceeds those 
carried by all the Class 1 American railroads put 
together. It is therefore obviously impossible to 
contend that all the British Transport Commis- 
3on's passenger services represent marginal 
Activities. 

Nevertheless, the situation can arise, for many 
branch lines have a fairly substantial goods 
traffic, but carry relatively few passengers; in 
consequence of which the British "Transport 
Commission has pursued a policy of withdrawing 
branch passenger services which it deems to be 
inremunerative. In the event of objections by 
isers, the case is heard by one of the independent 
Transport Users’ Consultative Committees set 
ap under the Transport Act, 1947. It has been 
stated, however, that consultative committees 
consider profits on goods services should be dis- 
regarded when reviewing the passenger service 
jn the same line.! This implies that profitability 


| Annual Report, 1952 (Section 9), of the Central Transport 
-onsultative Committee for Great Britain. 
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is being determined on a basis similar to the 
I.C.C. formula used in the United States. 

_ The following hypothetical example shows the 
danger of using total allocated cost to determine 
the fate of a branch passenger service: 


Goods Passenger Total 
£ £ 


Revenue . £ 
Receipts ; . 15,000 5,000 20,000 
Contributory value to 
other lines ..  . Not known 
Expenses 
Wages: 
Station staff 1,000 2,000 43,000 
'Train working 2,300 700 3,000 
Signalling I,500 500 2,000 
Train working expenses 3,000 1,000 4,000 
Repairs, rolling stock .. 1,000 1,000 2,000 
Maintenance, track, etc. 1,000 1,000 2,000 











.'T'otal expenses . £9,800 £6,200 £16,000 
£ £ Á 
Profit 5,200 4,000 
Loss 1,200 


But £1,200 ois not bs saved by closing down 
the passenger service as will be obvious from a 
scrutiny of the expenses, some of which will 
simply become chargeable against the goods 
service. The figure is meaningless and, if acted 
upon, net revenue will be affected adversely. A 
truer picture is arrived at by comparing receipts 
with directly assignable expenses: 








£ £ 

Receipts zs ix 5,000 
Less Wages, Wein nodis 700 
Train working expenses .. 1,000 
Repairs, rolling stock 1,000 

2,700 

Balance, contribution towards 
joint expenses .. is £2,300 


Business has been aptly defined as ‘making 


‘more profits than losses’. Most manufacturers 


sell some articles at less than full allocated cost 
to secure business for other articles on which the 
return is higher, and this principle would seem 
to be applicable to marginal activities such as 
branch passenger services. The policy of judging 
these in a vacuum and turning a blind eye to the 
results of a related goods service appears to be 
unrealistic. 

The railway modernization plan includes a 
provision for the trial of lightweight rail-buses 
on branch lines, but whether they are considered 
to be a financial success or otherwise will be 
largely dependent on the GE methods 
employed. 
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NORTH AMERICAN COMMENTARY - LXXXVIII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(Canada), 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, 
New York, January 
ORTUNE magazine is quoted 5s the 
editorial as saying in November 1957, 
"Moreover, real profits, as opposed to re- 
ported profits, have declined only slightly so far. 
In other words, the corporate cash flow (retained 
earnings plus depreciation) has 80 far been only 
slightly impaired.’ 
Commenting on the NOR that : deprecia- 
tion is not a proper.cost in calculating ‘real 
profits’, the editorial says that the language of 
accounting is still far from being ‘universally 
understood, even by the business public. Cash 
is no more ‘real’ than accrued income in the 
accounting sense. The editorial sees the need. for 
accountants to lose some of their reputation for 
infallibility, as skilled arithmeticians, which fits 
in with the public’s thought of income as capable 


of the same kind of measurement as a yard of 
cloth. 


Generally Accepted Accounting 
Principles 


Mr George O. May, C.P.A., F.C.4., drawing on 


. his sixty years. of accounting experience, recalls 


early days when in reply to a banker's suggestion 
that the auditor's certificate to the accounts of 
a large railway system should be: ‘We hereby 
certify the above accounts to be correct’, a 
practitioner’s only comment was: “The word 
"hereby" seems to be superfluous’! He says it 
was not until the form of certification proposed 
by a committee of the American Institute of 
Accountants in 1932, including the expression 
'accepted principles of accounting', had become 
accepted by the New York Stock Exchange and 
ultimately by the Securities and Exchange Com- 
mission, that his concern about this ended. The 
key word, says Mr May, is 'accepted', indicating 
that the authority of the principles depends on 
their acceptance. - 

Mr May still places first among acute problems 
not yet given adequate recognition, the decline 
in purchasing power of the monetary unit, only 
now receiving national consideration which 


might have been given to it years ago. He con- 


siders that the profession has failed to keep pace 
with such great new developments affecting 
financial accounting, the field in which it earned 
statutory recognition. 

He recommends continuous high-level re- 
search, a willingness to look at problems in longer 


-historical perspective, a receptiveness to change, 


and the use of more rigorous logic. Where atten- 
tion has gone mainly to procedures, it should 
now go to principles, he says, and it might be 
helpful for the American Institute to issue : 
statement on the distinction between principle: 
and methods of implementing them. 

While accountants have no say in deciding 
economic policy as to inflation, concludes Mi 
May, they have a major responsibility for sig. 
nificantly revealing what has happened. 


Financial Reporting Today 


In an address at the annual meeting Mr Alvir 
R. Jennings, c.p.a., President of the Americar 
Institute of Certified Public Accountants, state: 
that since its formation, the Institute’s account 
ing research committee has issued forty-eigh 
bulletins. He says that the importance of obtain- 
ing the views of industry has long been recog- 
nized, but that no procedural method has beer 
found. The fault is, he thinks, largely due tc 
industry’s failure to acknowledge its obligations 

Mr Jennings, like Mr May, singles out fo: 
accounting research the validity of the assumptior 
that an unstable dollar is the best commor 
denominator of accounting expression, so tha 
at present a client wishing to compute deprecia: 
tion on a basis other than historical cost has tc 
be told that it will necessitate a qualified report 
He sees in the present methods of accountings 
research no chance of testing new ideas and some 
justification for the belief that they tend to stifle 
creative thinking. He proposes the formation o 
a research organ, probably as an adjunct to the 
Institute and not a formal part of it, possibly : 
Research Foundation. Some of its member: 
should, he suggests, have a background. whicl 
would enable them to contribute the academic 
and industry points of view. The cost should b: 


jog 


orne jointly by industry and the profession. Its 
unction would be to carry on a continuous 
xamination of basic accounting assumptions and 
levelop authoritative statements for the guidance 
f industry and the profession. On approval by 
wo-thirds of the members of council, any 
esearch bulletin would, he proposes, be binding 
n members of the Institute.! 


Pensions for the Self-employed 


l'wenty-seven major professional organizations 
n the United States representing medicine, law, 
'harmacy, realty, retailing, dentistry and account- 
ncy are said to have formed “The American 
(hott Assembly for Ten Million Self-employed’, 
n an effort to support legislation allowing retire- 
nent fund deductions from gross income for tax 
"urposes. The chances for enactment in the 
anuary hearings are considered good. 


"he Accounting Review, 
Menasha, Wisconsin, January 
New Trends in Business Education 


n an address at Ohio State University, Mr 
“homas H. Carroll, Vice-President of the Ford 


E <18 now beng "eer increasing pace to its present position of 


ndertaken for the Foundation to determine, in 
'usiness education, such matters as the import- 
nce of the 'management' function — whether 
ducation for management should be the central 
heme at the undergraduate level or in the 
raduate school- and the relative emphasis to 
e placed on business administration as an 
pplied social science compared with applied 
conomics. 

The tendency is, he says, to move away from 
“series of narrowly vocational courses in the 
rection of fewer, broader and more closely 
ategrated courses. Harvard University’s case. 
aethod, based on practice at simulated decision ` 
naking, is one method as opposed to concentra- 
ion on the gaining of fundamental knowledge 
nd techniques to aid in decision making. 

Another type of training 1s becoming increas- 
igly visible, says Mr Carroll, centred around 
perations research with heavy emphasis on basic 
1athematics, probability theory and other such 
opics, to provide the tools for ‘scientific’ 
ecision-making. Mr Carroll tells of an executive 
f one of the largest corporations who says he 
ias concluded that their accountants are only 
ood for book-keeping operations, not being 
rained to look behind the dollars and come up 


See also report of the American Institute's annual 
eeng in The Accountant of November and, 1957. 
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with the relevant data. He contrasts these with 
economists, statisticians, and operations research 
people able to interpret data effectively. 


The Controller, 
New York, January 


Whole Dollar Accounting 


A by-product of the Controllership Foundation’s 
research on this subject of whole dollar account- 
ing is reported in connection with the payroll of 
Consolidated Edison Co of New York, covering 
24,000 employees. The electronic computer 
calculates and rounds out each employee’s pay 
to the nearest even dollar, accumulating the 


- differences and adjusting them at each pay 


period. Coins are thus eliminated from pay 
envelopes, facilitating checking. The time saved 
is said to be a very real cost saving and the 
scheme has been well received by employees. 


The Canadtan Chartered Accountant, 
Toronto, January 


The Canadian Tax Foundation 


In its eleven years of existence, says the editorial, 
.the Canadian Tax Foundation has grown at an 


great respect in the field of fiscal research. Its 
annual budget has grown from $6,000 in 1946 
to $122,000 in 1956. 

The Foundation has exceeded the expectations 
of its founders, who intended it to combine the 
work of the legal and accounting professions in 
attempting to improve Canada's tax structure. . 
The best evidence, continues the editorial, of 
the high quality of the Foundation's special 
studies and publications is that they have so 
often resulted in improvements in Canadian tax 
legislation. The. word of the Foundation is 
accepted as impartial, a rare thing in the con- 
tentious field of taxation. 

Co-operation of the two professions in an 
activity of this kind is not found either in the 
United Kingdom or the United States, and the 
welding of a strong bond between Canadian 
lawyers and accountants has resulted, concludes 
the editorial. i 


The N.A.A. Bulletin (National SE of 
Accountants), 
New York, February 

Depreciation: Official Index Suggested 
Mr Herbert 'T. McAnly, a past national director 
of the National Association of. Accountants, 
would have the accounting profession adopt an 
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SECURING LOANS BY GENERAL CHARGES - 


by W. H. D. WINDER, M.A., LL.M. 


HE raising of a loan would be a more 
difficult task than it is if the only type of 
security which could be offered was a 
legal mortgage or a charge recognized by statute. 
The borrower may instead, or in addition, be 
able to offer a type of charge recognized only by 
equity. From the financial point of view this kind 


of security may be just as satisfactory as the 


others. But it is possible that the charge might be 
considered by equity to be too 'general' or vague, 
although some charges of a very 'general' nature 
have been recognized as good since the leading 
case of Tatlby v. Official Receiver ((1888), 13 
App. Cas. 523). 

It is worth recalling that many learned judg- 
ments finally led to the House of Lords deciding 
that a bill of sale was good when it assigned 
(inter alia) all the book debts due and owing or 
which might, during the continuance of the 
security, become due and owing to the mortgagor. 
It was held that the assignment of future book 
debts, though not limited to book debts in any 
particular business, was sufficiently defined and 
passed the equitable interest in book debts 
incurred after the assignment, whether in the 
business carried on by the mortgagor at the 
time of the assignment or in any other business. 
. The principle of this leading case was recently 
relied on when a somewhat ‘general’ charge 
came before the Divisional Court in Syrett v. 
Egerton ([1957] 1 W.L.R. 1130). The grantor 
under a deed charged all his income and estate 
and later became entitled to certain royalties from 
musical works. The Lord Chief Justice said that 
he could 


‘see no reason at all why a man is not entitled to 
charge his income. His income is distinct from the 
rest of his estate. No doubt it is part of his estate, 
but it is a definite thing. It is that on which he pays 
tax, among other things. He pays tax on his 
income; he does not pay tax on the whole of his 
estate’. 


It was held that the royalties were part of his 
income and that he had charged them. 

The difference between income and estate or 
between income and property is of importance 
in this connection. Equity has made various 


.! distinctions in conceding recognition to charges - 
| of a general nature. 


Charges are rarely too Vague 
General charges have often been criticized 1 
the Courts as being too vague, but equity 1 
reluctant in practice to condemn a charge on thi 
ground of vagueness although it does in principl 
regard this as a defect, if established. In Syret 
v. Egerton a charge was attacked as being ‘toc 
vague to be enforced’ and that, as it purportec 
to be a charge on the whole of the ‘estate’ o 
whatsoever nature, it was so wide that equity 
would not enforce it. The Court, however 
upheld the charge. The matter arose in the 
following circumstances. | 

A grantor by deed of covenant charged ‘al 
his income and estate from whatsoever sourc: 
the same may be derived and of whatever natur 
respectively’ with the payment of certain sum: 
of money to the trustee of the deed during th 
life of a named beneficiary. Subsequently, i: 
consideration of certain loans and of future loan: 
to be made to him, the grantor entered into : 
mortgage deed whereby as beneficial owner ht 
assigned to the lenders moneys accruing to him 
in respect of agreements under which he had the 
right to receive royalties. The grantor defaultec 
in making repayments under the mortgage deed 
and both the trustee and the lenders claimed : 
sum of {£143 15s royalties which had become 
due to the grantor; the trustee on the ground 
that he had the first charge upon the income ol 
the grantor, and the lenders upon the ground 
that the charge in favour of the trustee was void 
as being contrary to public policy and too wide 
and too vague to be enforced. The Court decided 
that the charge in the deed of covenant was s 
valid charge which took precedence over the 
charge contained in the mortgage deed, anc 
allowed the claim of the trustee. 

From the terms of the deed there was no doubt 
that the grantor was charging his present income 
and his future income and in addition the rest ol 
all his estate. There was no need for the Court 

-to decide the rather larger question, which never 
has been specifically decided, whether the 
charging of the whole of a man’s property and 
estate may be regarded with such disfavour by 
equity that it will not be enforced. As Mi 
Justice Donovan said: . 
‘It is not contended, as I understand it, that 
man may not charge all his future income by way 
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covenant as a general covenant to assign all the 
gettlor's property; but it is not necessary to decide 
that point, because another question arises here, 
namely, whether a Court of equity will not enforce 
the covenant with regard to the policies on the 
ground that the covenant is divisible, and that the 
policies are within one of the classes of property 
specially mentioned. That is really the question 
in this case. . SE 
divisible.’ 

The covenant being divisible, the policies 
were identifiable, not because “policies’ had been 
originally mentioned as such, but because 
‘property’ which the settlor should become pos- 
sessed or entitled by ‘purchase’ was mentioned, 
and policies had been ‘purchased’. 


Public Policy and General Charges 


It was not necessary in Syrett v. Egerton for the 
Court to decide what Mr Justice Havers described 
as 
‘the larger question as to whether, when a man 
charges the whole of his income and assets present 
and future, such charge is void, either on the 
pee that it is contrary to public policy or 
it is too wide to be enforceable by a Court 
of equity’. 
In In re Turcan, Cotton, L.J., had said 


‘The first point that was made before us was 
that the whole covenant was against public policy 
and void, as being a covenant to dispose of the 
covenantor's whole means of livelihood. We do 
not think that is so, there being no question of 
restraint of trade.' 
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Nor was there any question. of restraint of trade 
in Syrett v. Egerton. 

But it is a different question whether a general 
charge is so wide or vague that the Court would: 
refuse to enforce it. Equity may say that it is 
against public policy to enforce an extremely 
wide, vague or uncertain charge. There is no 
clear instance in the law reports of a refusal to 
enforce a charge on these grounds. In the case of 
In re Kelcey (1899), 2 Ch. 530) a general charge 
for value on all the existing property of the 
mortgagor was held not to be void for uncertainty 
if the property to which it attaches can be 
ascertained at the time of enforcement and Mr 
Justice Kekewich said that such a charge is not 
contrary to public policy. 

At the same time he pointed out that there was 
no decision to the effect that a general charge on 
the whole of a man's property could not create a 
specific lien of any sort or kind. He said (and the 
Lord Chief Justice in Syrett v. Egerton entirely 
agreed with him) that that was a point which 
could now only be decided by the House of Lords; 
The practical conclusion to be drawn is that 
although a charge in very general terms is useful 
and likely to be legally effective it is a wise pre- 
caution to include specific words as well as general 
words. Certainly when future property is intended 
to be included in the security the word 'income' 
should be used. If it is not used the terms of the 
charge should be very carefully considered 
even though such apparently all-embracing terms 
as ‘property’, ‘estate’ and ‘assets’ are employed. 


Gallic Evasion 


by PETER WHITWORTH, B.A. 


NE can be too provincial about income 

tax. Keeping abreast of the British tax 

system leaves little time to study those 
of our imitators, particularly when the available 
literature is usually so repellent. René Macart 
is therefore to be congratulated here, as well as in 
France, on his amusing book about French tax 
dodging.! 

In income tax, as in other respects, Gaul seems 
to be divided into three parts: the officials, the 
taxpayers, and the tax dodgers; the last being the 
overwhelming majority. Indeed, the hero of 
Garde à vous Fisc! is presented as the unique honest 
taxpayer. Being the proprietor of a cash business, 
a care. vous Fisc! (Editions du Seuill, 27 rue Jacob, 


Paris 


his honesty is so incredible to the inspector that 
it gets him into serious trouble. 

Our hero, that industrious chef, Frangois 
Durand, invests his hard-earned savings in a run- 
down hotel-restaurant-bar which he gradually 
restores to a modest prosperity. À cash loan of 
£1,500 from his mother enables him to modernize 
the bedrooms and the plumbing. The villain is 
an accountant with too many irons in the fire. He 
earns three times as much as a professor at the 
Sorbonne, and almost as much as the ear, nose 
and throat specialist next door. In the Durand 
case, he confines his personal attention to an. 
annual visit and to signing the accounts; these 
being actually prepared by his unqualified clerk 


. of 19, with her head in the clouds. One day the. 
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tax inspector arrives at the hotel to check the 
books (in France this is a routine matter which 
is supposed to be done every four years). It does 
not take him long to find (apart from various 
venial errors of the accountant's clerk) a large 


cash deficiency which Durand cannot explain. ` 


Two days later (how quickly these French 
Inspectors work!) Durand receives a notice of 
additional assessment on £1,500 omitted receipts. 
Then he remembers the £1,500 loan and hurries 
to the tax office to explain. The inspector is polite 
and does not Jaugh out loud at the story, but he 
firmly refuses to believe it. Durand appeals, but 
on the day of the hearing his accountant suddenly 
finds he has to be elsewhere and Durand's efforts 
as an advocate produce a reduction of {200 only. 
Even this is quite a feat, bearing in mind that the 
inspector's own submissions and evidence to the 
appeal commissioners are in writing, and the 
appellant is not allowed to see them. The extra 
tax, plus penalties of course, is no less than £550. 
How is Durand to avenge this injustice? To do 
in future what he has been accused of doing in 
the past? 


The Law and the Profits 


Here the author commences a number of sagacious 
observations to the unfortunate Durand, inter- 


larded with delightful stories. He explains why ` 


the truth was not believed. Durand's explanation 
was one of a large number of stock explanations 
of cash deficiencies that the officials were getting 
a little tired of. Then he expatiates on the fact 
that those whose income is capable of being 
checked — university professors, civil servants, 
employees — pay far more tax than those who 
make profits, despite the fact that it is only the 
latter who are to be seen in expensive American 
cars and boftes de nuit. He cites the case of a man 
with twenty-five servants, a town house, a cháteau 
in Normandy, a world-famous collection of pic- 
tures, and three large cars, who for the last twenty 
years had been declaring an income little higher 
than that of a shorthand-typist. It is not that all 
inspectors are inefficient: there are just not 
enough of them. The salary of our inspector, for 
instance, in 1955 when he was approaching 40, 
was about £53 a month. This is hardly likely to 
attract recruits of the right calibre. Moreover, 
zeal in an inspector often produces Parliamentary 
questions and complaints to the Minister. 

M, .Macart also has some penetrating things 
to say about legislative complexity and how it is 
often brought about by the activities of powerful 
minorities pressing for special concessions. The 
more complicated the tax, the less the time which 
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can be spent on such fundamental matters as 
ensuring that the profit returned fully reflects the 
actual receipts. The basic requirement is a 
thorough knowledge of accountancy. The author 
tells a story of an old-style Revenue official (income 
tax was not introduced in France until 1917) who 
confessed he was baffled by a profit and loss 
account. Since the columns on both sides added to 
the same amount, where was the profit? 


Thirty-six Different Ways 


This being a truly French book, M Macart 
purports to set out thirty-six different ways of 
defrauding the Revenue by 'cooking' the accounts. 
However, behind the apparent flippancy of his 
approach, he is clearly seeking to clean up French 
taxation. If there is a moral in the various stories, 
it can be summed-up as 'O what a tangled web 
we weave, when first we practise to deceivel'; 
suppressing takings is not enough, for the gross 
profit ratio must be reasonable. Purchases must 
then be suppressed. (It was because Durand was 
such an honest restaurateur that his gross profit 
did not come up to the accepted average.) 

And tax dodgers are not the only people with 
ingenuity; the inspector is no fool. It would not 
do, for instance, for Durand to omit purchases on: 
the occasion of the firemen's annual dinner, when 
all the town knows how well they ate. The inci- 
dentals have to be watched, too. What guarantee 
is there that the inspector will not calculate the 
number of paper napkins used up, and thus the 
number of meals served? An instance is narrated 
of one inspector who even checked the expendi- 
ture on mustard, worked out the total quantity 
consumed, divided it by four grammes, and thus ` 
computed the number of meals. 

Then there is the method of paying fictitious 
expenses by cheque to an accomplice who brings 
back the money in cash. He must be a man who 
can be relied on both to bring the money back and 
not to make any disclosure. How is such a friend 
to be found, asks M Macart. One just looks for 
a rich, illiterate, deaf mute. 

In the end, Durand’s way becomes clear: com- 
plete and utter honesty — combined with properly 
kept books. A feeling of moral security is a 
hundred times better than the unease which 
comes to those who are ‘seduced by the fraud 
sirens’. On the Government’s part there must be 
greater recognition of Revenue officials, a greater 
insistence on proper accounts, and a vigorous 
attack on bad accountants who, says the author, 
have cost France more than the war in Indo- 
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New Outlook on Professional Training | 


by T. E. GAMBLING, B.Com., A.C.A. 


came across a letter in which the correspond- 

ent complains that in matters of professional 
training *we have no director of education, no 
schools (and) no inspection'.! As a teacher in the 
department of professional studies of a college 
which is directly concerned with all aspects of 
vocational training and yet subject both to the 
local director of education and to the Minister's 
inspectorate, it seems appropriate to me to set 
down some recent developments in further edu- 
cation, which have arisen as a result of changes 
in industrial recruitment and training policies. 


[: an October 1957 issue of The Accountant I 


The ‘Bulge’ 


The future esteem and prosperity of a profes- 
sion js bound up in the quality of the young 
men and women who are called or persuaded to 
enter into it. At the moment school-leavers and 
graduates are still at a premium, but those young 
people who made up the wartime birth-rate 
‘bulge’ and are now overcrowding the middle 
and upper forms of the public and grammar 
schools will be available for work in the next 
few years. Many will have to decide on their 
careers during the current academic year, at the 
end of which they will be leaving school, although 
some will go on to a university course, which 
will delay their descent on to the labour market 
for a further three or four years. 

The accountancy profession has experimented 
with a special degree-course scheme for just 
over ten years and industrial concerns have 
also been active in this type of training and 
in the recruitment of graduates. It seems true 
to say that the general opinion both in industry 
and in the profession is that the liberalizing 
effect of a university education does not really 
compensate for lost practical experience in the 
ofüce or workshop, where the necessary initia- 
tion into routine procedures seems so interesting 
to a boy or girl in their teens, but fatuous and 
time-wasting to a man or woman of twenty-two. 

Certainly there is no tendency for the Univer- 
sity Scheme to become universally accepted in 
the profession and the probable realism of this 
attitude is borne out by a similar trend in industry 


1 “Training for the Profession’, The Accountant, October 
5th, 1957, at page 405. 
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and commerce, he attention is often concen- 
trated on recruitment of school-leavers with a view 
to their advancement to administrative as well as 
to purely executive levels. A recent publication 
of the Department of Scientific and Industrial 
Research sets out some reasons: 

‘More and more companies are paying attention 
to "late" school-leavers; some seek only to combat 
the shortage of graduates, but a few prefer these 
older boys to graduates, believing them to be less 
conceited, more adaptable and more willing to 
learn. They expect fewer benefits than graduates do 
and are more acceptable to employees on the shop- 
floor. They gain practical experience more easily 
and at an earlier age.’ (From Managers of Tomorrow, 
by Rosemary Stewart.) 

Recruitment at eighteen-plus involves the em- 
ployer in some sort of 'training within industry 
scheme’ and as professional firms are also looking 
for the larger part of their new entrants from the 
same age-group, we should do well to be con- 
versant with the methods and schemes in current 
use elsewhere. For the first time for many years, 
school-leavers will shortly begin to be more 
plentiful and most industrial firms are now 
planning to attract their services. Here is an 
advertisement from a recent issue of The Times: 

‘A career in the petroleum industry is offered to 
young men, aged 16—18, who are shortly to leave 
public or grammar school. Progressive positions 
are open in the Westminster head office of a major 
company. Candidates should have a good G.C.E. 
(at least five subjects including English and 
mathematics). Free luncheon vouchers. Sports and 
social club. Pension and life assurance scheme. — 
Please write etc” — 

This is far from being the most temptingly- 
worded advertisement which one has seen 
addressed to school-leavers, and it is only quoted 
because it is typical and because the type of lad 
described is exactly that sought after T the 
profession. 


Competing with Industry 
A professional man has to compete with 
industry over pay and conditions of work and he 
cannot rely too heavily on the golden prospects 


"opening before a qualified man or woman, be- 


cause his competitors now claim to provide these 
as well, with ‘jam today’ in the form of good pay, 
canteens and pension funds. 
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Industry claims to take recruits at a fairly early 
age and give them thorough training which will 
set them off on a career which will raise them as 
high as their innate qualities will permit. In 
addition to practical experience in every aspect 
of the industry, the trainee 1s expected to undergo 
extensive further education in academic subjects. 
In former times these academic studies were 
undertaken either through correspondence courses 
or at ‘night school’, but the modern home is 
a place which is often impossible for serious 
study during the evenings or week-ends, while 
most young people today expect to enjoy a social 
life which conflicts with frequent attendance at 
evening lectures. 

A large proportion of the major industrial and 
commercial firms in the midlands are therefore 
sending their young entrants to the college in 
which I teach, or to one of the local technical 
colleges on “day-release’ or on ‘sandwich’ courses. 
Day-release means that the students are relieved 
of office or factory duties for one or more days 
per week to attend college, while a ‘sandwich’ 
course involves full-time study at the college for 
a number of montbs, with full-time duties at 
work in the intervals. 


Day-release Studies 


An increasing number of professional firms 
seem to be recognizing these difficulties of study- 
ing at home by permitting ‘study periods’ during 
the working day, but at the risk of being a 
cobbler advocating the further use of leather, it 
seems to me that day-release to suitable local 
colleges will prove a more attractive method of 
academic training. 

A reason for the present pattern of profes- 
sional education was undoubtedly the shortage 
in former years of suitable lecturers for advanced 
students at local colleges. The extension of day- 
release studies by industry has compelled local 
authorities to recruit substantial full-time staffs, 
while the new-found realization of the import- 
ance of technical education has made this work 
sufficiently well-rewarded to attract men and 
women with proper qualifications and breadth 
of experience to its service. Again, it would be 
idle to deny that extensive practise at writing 
out examination-type questions at speed is an 
excellent exercise for taking the more straight- 
forward type of examination, but it seems to me 
that full-time students with full-time instructors 
do an equivalent amount of written work as 
compared with the older system, with the addi- 


tional advantage of discussion and analysis of. 
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the problem, rather than the ex cathedra return 
of model answers. 

Another reason for the original adoption of the 
existing training system, which I should not 
mention if I were not sure that it was often a 
deciding factor, was the suspicion that local 
education authorities’ colleges were distinctly 
proletarian in tone. Let me say now. that in- 
dustry's new policy of direct recruitment from 
public and grammar schools, with day-release 
training, has had an effect on our social status, 
and for what it is worth, suéde shoes, ratting 
caps and elderly M.G.s are now part of our 
collegiate life. 

The old order is thus changing for these 
colleges, and the shape of the future commercial 
and technical education is shown by the advent 
of the new ‘Dip. Tech.’ and the creation of 
‘colleges for advanced studies’ which will grant 
it. The ‘Dip. Tech.’ courses will probably soon 
be available in accounting, law, taxation and the 
other subjects that now form the professional 
examinations. 


Support for Technical Courses 


A large number of substantial concerns are 
now supporting the present technical courses 
and they propose to back the commercial courses 
when they appear. At the moment our senior 
accountancy students, on day-release at least, 
are preparing for the examinations of the profes- 
sional bodies, for the most part as cost and works 
accountants or chartered secretaries. However, 
the industrialists who are in favour of the ‘Dip. 
Tech.’ do not envisage its holders as being in 
any way the academic inferiors of college- or 
professionally-trained engineers or accountants 
and they say that they will indeed prefer diploma 
holders on the grounds of the better practical 
experience which they will already have. 

It may well be that all the professional examin- 
ing bodies eventually may be asked to accept 
some form of common intermediate examination 
with the inter-‘Dip. Tech.’, as these supporters 
specifically complain of narrowness in the exist- 
ing courses of studies from the point of view of 
the development of managerial qualities. The 
alternative may be the loss of major industrial 
appointments for their future members. 

So much for crystal-gazing, but it is quite 
certain that day-time attendance at colleges will 
very shortly be an accepted and expected part 
of training for industry and commerce, and I 
personally hope that it may take an increasing 
share in professional training as well. 
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Can Economists Help Business? 


by RICHARD STONE, C.B.E., Sc.D., F.B.A. 
P. D. Leake Professor of Finance and Accounting in the University of Cambridge 


HE object of this article is to offer some 

reflections on the nature and purpose of 

research in economics and accounting, and 
to outline my field of work as P. D. Leake Pro- 
fessor of Finance and Accounting in the Univer- 
sity of Cambridge. I spoke on this subject at the 
Summer Course of The Institute of Chartered 
Accountants in England and Wales at Oxford 
last year, and the Editor of The Accountant has 
suggested to me that what I had to say might 
interest a wider audience. 


Facts and Analysis 


My own researches, now as in the past, lie 
mainly in two broad subjects which may be called 
national income accounting and the quantitative 
analysis of economic relationships with special 
reference to the behaviour of consumers. The 
work involved in these two subjects is quite 
different but they both serve the same end: to 
increase our understanding of the actual world and 
so give us, if we want it, a greater control over our 
environment. This control should not be thought 
of, as it usually is, only in terms of government 
control. The understanding I am talking about is 
designed to increase our knowledge of the facts 
of economic life and of the probable shape of 
things to come. 'T'his should be helpful in reaching 
better business decisions; better in the sense of 
being based on more information so that the 
element of judgement is not allowed to waste its 
vigour in guessing about matters which can be 
measured almost exactly. 

It will be understood that the branches of study 
which I have chosen to illustrate the practical 
aims of economic research are only two out of 
many. Intellectual progress in the social sciences 
has not been so sure and extensive as it has in the 
natural sciences. But progress there has been and 
I believe that important factors in this whole 
development are the interest and respect which 
the world of affairs and the academic world have 
for each other. Decision processes, learning pro- 
cesses, behaviour under uncertainty, strategic 
games, the formal analogues of the very stuff of 
which business life is made, are intellectually 
exciting, indeed they form an important body of 
research and knowledge which is hardly a kgenerae 


tion old, and of which the results can be put to 
practical use if the two worlds can learn to co- 
operate effectively. 


National Income Accounting 


The purpose of this branch of study is to delineate 
the anatomy of an economic system so as to 
distinguish between its different parts and show 
the connections between them. An economic 
system can be viewed as a system of transactors 
which may be business concerns, households, 
government agencies, or any other institution 
which enters into economic transactions. Notion- 
ally, each of these transactors may be endowed 
with a set of accounts drawn up on a uniform 
basis though in fact many of them will not keep 
any form of accounts at all. 

Since the basic forms of activity in economic 
life are production, consumption and accumula-. 
tion it follows that the uniform scheme of 
accounts should reflect these distinctions. Thus 
the standard set of accounts will contain a pro- 
duction or, operating account which brings 
together the incomings and outgoings relating to 
the current productive activity of the transactor 
and ends up with a surplus or deficit, the opera- 
ting profit or loss. This entry is carried down to 
what may be called an appropriation account 
where it is augmented by other forms of income, 
such as income from investments, and is diminished 
by outgoings not directly geared to production, 
such as, in the case of a business, dividends and 
income tax payments. The balance on this account 
may be termed saving and is carried down to a 
third account relating to capital transactions. On 
the incoming side of this account, saving will be 
augmented by such items as provisions for 
depreciation carried down from the operating 
account and borrowing from other transactors. 
On the outgoing side there will appear expendi- 
ture on fixed assets and additions to stocks as well 
as lending in various forms. In terms of business 
accounting, the first two accounts, if put together, 
correspond to the profit and loss account, while 
the third account reflects the differences between 
the opening and closing balance sheets. 

If each of these three types of account is con-. 
solidated over transactors and if a fourth account 
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is added to contain all transactions with other 
countries, there results the simplest possible set 
of national accounts with no institutional sub- 
division. Greater detail can be added by intro- 
ducing various distinctions. For example, the 
public sector may be distinguished from the 
private sector, different industries may be shown 
separately, or the accounts may be taken to 
pieces on a regional basis. For many purposes it 
is convenient, once the main accounting structure 
is established, to abandon an accounting form of 
presentation and simply show additional detail in 
supporting tables. How all this works out in 
practice can be seen in the annual publications 
on National Income and Expenditure and in 


the methodological handbook, National Income 


Statistics, issued by the Stationery Office. 


The work that has been outlined has a theoreti- 
cal side which is largely a matter of concepts, 
definitions and classifications. It also has an 
empirical side which is concerned with filling in 
the accounts and tables. Unfortunately, available 
accounting information proper does not go very 
far and the estimates have to be based on economic 
statistics. Great strides have been made in recent 
years in collecting more data and improving the 
consistency of what is collected. But the process 
is necessarily slow, partly because of the magni- 
tude and complexity of the work and partly 
because it takes a long time to undermine certain 
entrenched positions such as the blind defence 
of business secrecy and the lingering devotion to 
obsolete accounting conventions. 


Input-output Studies 


The aspect of all this in which I am mainly 
interested at the moment is the detailed study of 
the flow of goods and services in the economy. 
This can be done by resolving the national pro- 
duction account into a large number of accounts 
for different lines of production, or industries, 
and observing the flows of commodities not only 
out of the productive system as a whole but among 
its constituent parts. Information of this kind is 
conveniently presented in what is called an input- 
output table. 


In its simplest form such a table is drawn up as 
follows. Each column of the table contains the 
outgoings of an account while each row contains 
the incomings. There is one row and column for 
the operating activity of each industry and one 
for the consolidation of all the other accounts in 
the system. Thus each industry column shows 
the cost structure of that industry in a particular 
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period while the corresponding row shows where 
in the economy the industry’s output is absorbed. 

The purpose of these tables is to get a manage- 
able representation of the structure of an economic 
system expressed in terms of commodity flows. 
This information combined with assumptions 
about cost relationships makes it possible to set 
up a model of the economy and so to form an 
opinion on such matters as how different lines of 
production will be affected by changes in the 
quantities of different commodities which the 
productive system is required to turn out, or the 
repercussions on prices throughout the system of 
a change in particular prices such as import prices 
or wage rates. i 

Anyone envisaging the possibility of drawing 
up such tables might well stand appalled at the 
apparently endless practical difficulties of actually 
doing so, and it is here that the academic point 
of view, free from the necessity of always having 
to give quick answers, comes into its own. One 
must face the fact that these numerical maps may 
at first be rather clumsy and may appear to the 
bystander more of a curiosity than anything else, 
for large and complicated undertakings cannot be 
carried out successfully from the word go; and 
yet if a start is not made in trying to carry them 
out the information and experience necessary to 
do this is never acquired. Familiar examples from 
quite a different field are the wireless set of a 
generation ago and the motor-car of two genera- 
tions ago. But if new ideas catch on and people 
want them developed, they get developed just as 
much in subjects like economics and accounting 
as in physics and engineering. ‘The main difference 
from an operational point of view is that in the 
social sciences much more co-operation, if only 
in the matter of providing information, is needed 
at an early stage, whereas in exploiting inventions 
in the natural sciences it is easier for the inventor 
to go on by himself until he has something really 
worth while to offer. 


The 1948 Table 


In the present case, my colleagues and I at the 
Department of Applied Economics at Cambridge, 
with the active co-operation of the Board of Trade 
and others, have been at work for a number of 
years constructing a large input-output table for 
the British economy in which production is 
divided among about 200 industries. The table 
relates to 1948 and the chief credit for its pre- 
paration must be given to Mr Ian Stewart, whose 
book on the subject we hope to publish shortly. 
The year 1948 was chosen because in that year 
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there was a full census of production, but the 
picture presented must now in many respects be 
out of date, not only in the matter of the actual 
flows recorded but, what is more important, in 
the matter of the relationships between inputs and 
outputs, many of which will have been changed 
substantially as a result of technical advances and 
other influences. 

At present we are putting the table through its 
paces in order to see how far it can do the things 
it is supposed to do and from these exercises we 
hope to learn what is needed to set up a better 
table. When this stage is over I expect that we 
shall find a number of key points at which up-to- 
date information from industry is essential and 
also that we shall be able to absorb information, 
which must exist in miany cases, on probable 
future changes in cost structures. For if we are 
interested in the future we cannot be content 
with a picture of economic structure as it is today 
but must also have an eye on changes which are 
likely to come about. 

The kind of work just described involves a more 
or less accurate knowledge of the connections be- 
tween inputs and outputs. These connections are 
determined largely by technical considerations 
and the kind of equipment at present in use, and 
to that extent may be considered technological. 
But they depend also on factors, such as prices, 
which may change rapidly and unexpectedly and 
so necessitate an almost continuous process of 
adaptation on the part of business men. Thus the 
relationships connecting economic magnitudes 
arise partly from material and technical considera- 
tions which as a rule are fixed over short intervals 
of time, and partly from human preferences and 
response patterns which lead to adaptive be- 
haviour even in the short run. There are also 
relationships which depend on legal considera- 
tions such as the tax laws. 


Consumers’ Behaviour 


The main objective of inquiry into the behaviour 
of consumers is to find connections, more or less 
lasting and of general applicability, between the 
amounts of different commodities bought by 
consumers and variable factors, such as incomes 
and prices, which influence consumers' behaviour. 

In order to get a grip on this subject it is usual 
to assume that the tastes and habits of consumers 
are fixed and that they try to maximize the 
satisfaction they derive from what they buy, 
subject to the limitations put upon them by their 
iincomes and the system of prices with which they 
are faced. This turns out to be quite a fruitful 
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approach. In order.to make the problem manage- 
able it is necessary to characterize the enormous 
number of incomes in any community by one or 
two magnitudes of which the average income is 
the most obvious. Similarly, the many prices in 
an economic system must be reduced to a small ` 
number and to do this it is usual to take the 
price of the commodity under investigation, the 
prices of one or two commodities believed to be 
close substitutes or complements, and a measure 
of the average movement of all other prices. Of 
course, many other factors may come into the 
picture even in simple cases. Thus if one is 
interested in accounting for month-to-month 
changes in the consumption of such things as 
beer or electricity, it will be necessary to allow 
for the influence of weather conditions. Given this 
kind of consideration, the approach outlined above 
gives a reasonably good account of consumers' 
responses at least for most perishable commodities. 


Durable Goods 


When we come to durable goods the position 
is more complicated. With perishable goods, what 
is consumed in a period is equal to what is bought, 
apart from an element of stock change which in 
periods even as Jong as a month is usually 
negligible for a whole community. So in this case 
it is not unreasonable to assume that consumers 
respond more or less immediately to changes in 
income and prices, and that if these change the 
consumers will spring immediately into a new 
position of equilibrium where they will remain 
until further changes take place. With durable 
goods, on the other hand, what is consumed in a 
period is usually only a small fraction of the 
initial capital outlay necessary to buy the durable 
good, the services of which are used up over the 
years. So if income or prices change, many people 
may find themselves in a position where they 
could afford the running costs of various durable 
goods but still have difficulty over the initial 
outlay. Thus a gap will arise between the number 
of, say, cars which the community would own if 
it could afford to buy them and the number which 
it actually owns, and it is reasonable to assume 
that such a gap will be closed only gradually. 
Empirical analysis seems to show that the rate at 
which the gap ts closed is related to the durability 
of the good and is often comparatively low, say 
IO Or 20 per cent a year, and also that this 
approach is on the whole successful in accounting 
for observed variations in the amount of durable 
goods bought. 


So far so good, though even up to this point 
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there are many complications to be considered of 
which the growth of hire-purchase is one of 
particular importance. But this may be largely a 
matter of collecting data and does not greatly 
affect the basic model. A more interesting question 
is how to deal with the spate of new commodities 
which contemporary technological advances are 
making available, and which makes nonsense of 
the assumption that tastes and habits are constant. 
The community has got to learn what to think 
about a new commodity and during the learning 
process its tastes will be undergoing a gradual 
change. Something can be done by making the 
rate of adjustment proportionate to the fraction 
of the community that already possesses the new 


commodity. 'This means that when a commodity. 


is first introduced the average rate of adjustment 
is low, because comparatively few people are 
seriously interested in buying it; but, as it eventu- 
ally gets known to everyone, the rate of adjust- 
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ment finally rises to some constant value. And 
there, so far as I am concerned, the matter rests 
for the moment. 


Conclusion 


But in this, as in all the things I have been talking 
about, matters can hardly be said to rest at all. 
At the present time analytical and empirical 
studies in economics and accounting are in a state 
of ferment involving what is virtually a revolution 
in techniques and giving rise to numerous new 
specialized branches of knowledge. The objective 
all the time is a fuller understanding of the 
economic world in which we live expressed in 
terms which lend themselves to the application 
of quantitative methods of analysis. I believe these 
studies to be important and hope to see the ideas 
behind them absorbed more and more into the 
thinking of practical men. 





Weekly Notes 


Estate Duty: Reversionary Interest 
Falling In 


HERE a person entitled to an interest in 

expectancy dies, his personal representatives 
have the option of deferring payment of estate duty on 
the interest until it falls into possession (Finance Act, 
1894, Section 7 (6)). If the interest in ex cyisa 
reversion expectant on the termination of a life inter- 
est, the reversion falls into possession when the life 
interest comes to an end. But suppose that, after the 
option has been exercised, the person entitled to the 
life interest buys the reversion, so that the two inter- 
ests become merged into the absolute ownership. Can 
it still be said that the reversion falls into possession 
when the life in question terminates? The High Court 
has held that it can, and that accordingly the prior 
merger of the reversion with the life interest does not 
prevent estate duty from becoming payable (Fry v. 
C.I.R., The Times, March 13th, 1958). 

Giving judgment, Danckwerts, J., said that the 
theory of merger of estates was a highly artificial one 
and he was not satisfed that such theoretical and 
obsolescent rules ought to be allowed to decide 
questions of liability to estate duty. When a life- 
tenant purchased the reversion he acquired nothing 
to which he had a right of possession before his death. 
It was true that after the purchase no one else had 
any interest and the trustees were justified in handing 


over the property to him, but that was not the same 
as the falling into possession of an interest in expect- 
ancy. If that interest did not fall into possession on 
the occasion of the purchase, then it must do so on 
the life-tenant's death. To decide otherwise would 
be to defeat the intentions of Section 7 (6) and abuse 
the indulgence conferred by that subsection. 


Purchase Tax and Second-hand Goods 


A that purchase tax is being evaded 
by misdescribing new goods as second-hand, 
particularly in the jewellery trade, have led the Com- 
missioners of Customs and Excise to draw attention 
to the conditions under which genuine second-hand 
goods may be dealt in without payment of the tax. 

The Commissioners’ statement says that there is 

no general exemption from tax where second-hand 
or reconditioned goods are sold, or are appropriated 
to a taxable purpose, by a person registered with the 
Customs and Excise for purchase tax p . As a 
concession, however, a registered person may deal in 
second-hand goods without accounting for tax on 
them provided that the following conditions are 
strictly complied with: 

(a) s A en must have been acquired in the 

ted Kingdom either from the public or 
Ge second-hand dealers. 

(b) The second-hand goods must be segregated 
from any goods manufactured by the registered 
person or obtained py him tax-free under 
representation. 

(c) rbd n accounts must be kept of the second- 


Retailers and other traders, whether registered or 
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not, who buy goods purporting to be second-hand, 

should satisfy easel es by inspection of the goods 
and of any documentary evidence that they are not 
new goods. In their own interests they should refuse 
tax-free offers of goods purporting to be second-hand 
if they have any doubts as to the bona fides. Persons 
knowingly concerned in fraudulent tax evasion are 
liable to heavy penalties. 


Overseas Trade Corporations — 
Regulations 


HE Inland Revenue have now made regulations 

under Section 34 of the Finance Act, 1957, pro- 
viding in the main for the procedure to be followed in 
giving effect to the provisions of Part IV of that Act, 
which gives relief from income tax and from profits 
tax in favour of overseas trade corporations.! Part II 
of the regulations lays down the procedure for claim- 
ing relief: by notice to the Inspector. 'l'here are also 
provisions for appeal procedure. Part III deals with 
returns of distributions out of exempted income. 
Section 23 gives a company power to opt out of the 
O.T.C. status, and Part IV lays down the procedure 
for this. The particulars which an O.T.C. has to set 
out on its dividend warrant counterfoils are laid down 
in Part V. Credit for foreign tax against United 
Kingdom tax on distributed income is the subject of 
Part VI. Where a direction is made under Section 245 
of the Income Tax Act, 1952, exempt trading income 
may become chargeable to surtax. Part VII contains 
rules for determining the amount of this income. 
Finally, Part VIII deals with a company which has 
ceased to be an O. T.C. and lays down rules for com- 
puting its income for the purpose of allocation of 
dividends under the Fifth Schedule to the Act. 


F.B.I. on the Industrial Trend 


UST over a month ago the Federation of British 

Industries sent a questionnaire to 750 member 
companies about the present trend in British industry. 
Eleven days later there were 542 replies available and 
these were analysed. The picture which emerges is 
very similar to that told by official statistics. Half those 
reporting said that profit margins were down over the 
previous six months and the rate of new orders had 
declined in most cases. Production and delivery 
trends were about even but most reported a drop in 
employment and even more a fall in hours worked. 
To a limited extent, export trends were less favour- 
able than home trends. Expenditure on plant and 
machinery for 1958 is fairly static compared with 
1957. The general impression on an industry by 
industry basis is that the best prospect in all respects 
is to be found in food and general industries with the 
big engineering and metal groups showing an average 
picture. Building and textiles show notably worse 
than average prospects. 


The Income Tax and Profits Tax (Overseas Trade 
Corporation) Regulations, 1958 (1958, No. 392). H.M. 
Stationery Office, 5d net. 
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Recession to Slump? 


HE latest figures of industrial production in the 

United States issued by the Federal Reserve 
Board this week are not encouraging. Last month the 
index dropped three points to 130 per cent of the 
1947-49 average. This is the lowest level since 
December 1954 and rri per cent below the highest 
level recorded in 1957. 

When recession becomes a depression 1s largely a 
matter of choice of words. It may be possible to say 
that a major recession is a mild depression. The 
figures of output and unemployment which have been 
released from Washington in the last few weeks 
certainly justify the view that a major recession has 
developed. The questions now left to be answered 
are whether the trend can be reversed quickly, say by 
the summer of this year, and whether the running- 
down in the Ámerican economy can be reversed 
before it brings about a major deflation elsewhere in 
the world. 'The worry in this country as elsewhere 
outside the United States so far as the recession is 
concerned has all along been that the timing of the 
anti-inflationary measures would be worked out 
strictly in terms of the United States domestic prob- 
lem with little regard to the world situation. This 
worry still remains although so far the decline in 
American activity has not affected the level of British 
exports to the United States. 


Cheques Act Confusion 


N the House of Lords last Tuesday, the Cheques 
ct and its effect on the giving of receipts was again 
the subject of critical comment by several of their 
lordships. Lord Saltoun, a member of the Scottish 
Institute, asked the Government if they were aware 
of the anxiety and annoyance inflicted upon every 
class of customer by the refusal of firms to discharge 
properly accounts paid by remittance on the ground 
that the Cheques Act made a receipt unnecessary. 
A cancelled cheque, he said, was not proof of pay- 
ment of a debt, and the 2d stamp on receipts should 
be abandoned. The normal trading practice would 
then return and customers would be given receipts. 

After comments from other noble lords, the Lord 
President of the Council said that the effect of 
abolishing the 2d stamp would be to abolish the only 
obligation on a creditor to afford any kind of receipt. 
The most convenient way of closing a transaction 
was by a receipted account, which, if over £2, should 
have a 2d stamp. 

He urged traders to go back to the sensible practice 
which existed before the Cheques Act. Any trader 
who put the words ‘Cheques Act’ on an account as an 
excuse for not giving a receipt, was giving a quite 
irrelevant reason for causing his customers incon- 
venience. It should be recognized that the Cheques 
Act made no difference at all to receipts. The Act 
was intended to save the bother of endorsing cheques 
and not to save traders from giving receipts. 
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B.I.P. Statistics 


We. reprint this week the accounts of British 
Industrial Plastics with particular reference to 
the narrative of the statistical record, against which is 
set in columnar form the figures for 1957 with those 
for each of the five preceding years. The figures are, 
of course, material especially to the shareholders but 
of particular interest are the headings of information, 
with the disclosure of turnover and the profit per- 
centage on it. 

Taking the last two years, turnover was up from 
£5,975,533 to £6,510,858, net profit before taxation 
from £616,349 to £667,440, the profit percentage 
being maintained at 10:3 per cent. 

The company itself is one of the pioneers in the 
plastics industry. It makes and distributes, under 
the 'Beetle' trade name, moulding powders for the 

lastics moulding industry, among its most interest- 
Ing products being 'Melmex' Melamine powders for 
moulding tableware. 


Available to Whom ? 


R A. P. HAGUE, chairman of The Cronite 

Foundry Co Ltd, informed shareholders at the 
annual meeting that ‘the trading accounts for the 
first quarter of the current financial year are now 
available’. Having regard to the long Christmas 
holiday coupled with the type and class of the castings 
passing through the foundry, Mr Hague saw no 
reason to modify his statement (with the accounts) 
which the meeting had just been considering. 

By the time Mr Hague made this announcement, 
the current year was six weeks into its second quarter, 
the previous accounting date being September 3oth, 
1957. Was it not possible that the first quarter trading 
accounts, of which he spoke at the meeting, could 
have been made available to shareholders, or at least 
the most important figures in them? 

The answer, surely, can only be in the affirmative. 
It may have been that the first quarter figures had 
not been audited. It may be said that figures for three 
months alone can be misleading; but that depends 
very much on the way they are presented. At any 
rate, we may presume they are reliable enough for 
the purpose of running the business. At all events, 
the quarter's trading accounts, as the chairman said, 
are available. Why not, then, issue them to share- 
holders for whom, fundamentally, the business is 
run? 


BRITISH INDUSTRIAL PLASTICS LIMITED AND SUBSIDIARY COMPANIES 
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Misleading ? 


ORD DUDLEY GLADSTONE GORDON, 

chairman of Hadfields Ltd, the great Sheffield 
steelworks, makes a point in his statement with the 
&ccounts of reminding shareholders of his view on 
quarterly accounts. To publish quarterly financial 
results, he says, would be misleading. But the first 
three periods of the current year, he says, 'are 
encouraging as a start, giving incentive for continued 
éfforts'. 

This is the sort of indeterminate phraseology to 
which we have frequently objected. It can be taken 
as an assurance to shareholders that there is nothing 
for them to worry about. 

The chairman may be asked, however: At what 
point of time do company results cease to be mis- 
leading? Would he reply: Any figures for a lesser 


THE 
ACCOUNTANT 


343 


eriod than twelve months? Would he tell Sir John 
Braithwaite, chairman of the London Stock Exchange, 
who urges the publication of half-yearly figures, that 
his urge is misdirected? Would fe Mr William 
Blackie, C.A., of the Caterpillar Tractor Co, that his 
monthly earnings’ statement is misleading? ` 


Effective Date 


HE Gordon Hotels Ltd, to whose affairs we 

recently referred, has produced another of those 
extraordinary situations that have headlined its name 
in recent years. An injunction has been obtained 
restraining Lord Keyes and Mr F. Ashe Lincoln 
from acting as directors on the grounds that they 
did not acquire their qualification. shareholdings 
within the required time. Áccording to the articles, 
soo {1 ordinary shares must be held within two 





BRITISH INDUSTRIAL PLASTICS LIMITED AND SUBSIDIARY COMPANIES 
NOTES ON ACCOUNTS for the year ended 30th September, 1957 


LU DETAILS OF FIXED ASSETS 


Frechold and Leasehold 





Plane and Machinery, Fixtures and 








Land and Buildings Fittings, Vehicles and Equipment | TOTAL 
| 
The following table shows the movements in Net 
Fixed Assets for the year to 30th September, Aggregate Book ` At cost or | Aggregate Bo ok Book 
' 1957 for B.LP. Led ind the Group. eco Value | valuation depreciation "E Values 
A BAP. LTD. £ 
Per Balance Sheet ac 30th SE EN 1956 666,018 
Capital Expenditure 129,601 
795,619 
Sales etc, 994 
. 794,625 
Deprociation 16,384 
Per Balance Sheer at JOth September, 1957 778,241 
B GROUP 
Per Balance Sheet at 30th September, 1956 1,526,890 
Capita) Expendicure 414,968 
886,521 93,733 I, m 1,941,858 
Sales etc. 3,992 3,011 9,200 . 
882,529 90,728 1.932.658 
Depreciation 15,356 238,908 
882,529 105,084 1,693,850 
Transfer to Depreciation Reserve (Note 2) 68,159 
Per Balance Sheet at 30th September, 1957 106,084 1,762,009 


2 DEPRECIATION RESERVE 


The charge for depreciation in the Profit and Loss 
Account Includes £26,630 relating to Plant fully 
written off but still in use. This amount and those 
so charged In previous years have now been trans- 
ferred to Depreclation Reserve. 


B.LP. LTD 








GROUP 


£68,159 











3 COMMITMENTS for CAPITAL EXPENDITURE not provided for in the Accounts 1957 1956 
of B.LP, LTD and Subsidiary Companies £ £ 
B.LP. LTD 51,000 26.000 
GROUP 234.000 164,000 
4. EMOLUMENTS OF DIRECTORS (including Pension Fund Contributions) 1957 1955 
and Past Directors of British Industrial Plastics Led, from that Company and Its £ £ £ É 
subsidiary and other Companies 
a In respect of services as Directors 14,897 i2.t9I 
b |n respect of other services 29,024 37,182. 
43,921 49,373 
€ Pension fn respect of other services 10,000 10,000 
d Pension to Widow of Deceased Director 100 100 
£54,021 £59,473 


5 There ars contingont liabilities for payment of pensions not exceeding £10,000 per annum. 
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months after election or appointment; otherwise the 
office is vacated. 


The election of Lord Keyes and Mr Lincoln was 
proposed at a meeting on December 23rd. A poll 
was taken, the result of which was announced on 
December 24th. The qualification holdings went on 
to the company's register on February 24th. It was 
maintained on one side that the two months ran 
from the date of the meeting and on the other, from 
the date of the announcement of the result of the 
poll. Granting the injunction, the learned judge said 
it seemed to him that the meeting was on December 
23rd and not on any other day. True, the result was 
not ascertained until the next day but the meeting 
was complete and the poll was complete, except for 
the declaration of the result, on December 23rd. 

The extraordinary thing is that the move for an 
injunction came from the same direction as the 
original proposal to elect Lord Keyes and Mr Lincoln 
to the board. 
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‘Your Company’ 
NEW look has been given this year to the annual 
publication of F. W. Woolworth & Co Ltd. 
Prominently on the front cover is the reminder that 
“This is your company’, and the Woolworth directors 


apparently intend to drive home the place of the 


shareholder in the business for “This is your company’ 
heads every page in the booklet. The ownership, 
incidentally, extends to over 93,000 stockholders. 

In these accounts, there is a useful method of pre- 
senting the consolidated balance sheet-and profit and 
loss account in one opening. The centre sheet of the 
binding opens out to double the width of the booklet’s 
normal opening so that one has one wide sheet 
eleven inches deep and thirty-one inches across. 
The balance sheet stands on the left and profit and 
loss account on the right, an arrangement that is a 
decided convenience. 

One thing Woolworths has yet to do, however, is 
to publish turnover figures. 


CITY NOTES 


Stil concerned with the absence of any sign of an 
early end to the American recession, the London 
stock-markets have turned sluggish and dull after 
having achieved a minor and tender rally. The weight 
of new issue calls has also affected the level of business 
and the partial failure of the Belfast Loan has brought 
less confident conditions to the gilt-edged section. 


The American situation, however, remains the 
most powerful factor. 'The growth in unemployment, 
further price and production cutbacks and fresh 
credit moves have indicated the continuance of 
adverse economic pressures, 


Sir George Nelson, chairman of The English 
Electric Co, has said that there is as yet no need for 
anxiety concerning the American economic situation 
but there would be if there were no signs of improve- 
rnent by the end of the year. Sir George expects that 
there will be such signs. 


The English Electric Co, and also the Associated 
Electric Industries group, have substantial orders in 
hand and full production seems assured for this year. 


Such conditions, however, do not apply to industry ` 


as a whole, as indeed is shown in the Federation of 
British Industries' survey on the trend of profits and 
orders referred to elsewhere in this issue. 


Most industrial companies report a slowing down 
of order volume, persistent narrowing of profit mar- 
gins and reduced spending on new buildings and 
plant this year. There is little in the F.B.I.'s survey 
calculated to bring a return of short-term confidence 
in the market. With the Stock Exchange about to 
move into a three-week account which will cover both 
the Easter holiday and the Budget, the immediate 
outlook can hardly be considered encouraging, par- 
:ticularly since new capital calls seem likely to remain 
persistent. ` 


RATES AND PRIGES 
Closing prices, Wednesday, March roth, 1958 


Bank Rate 
Mar. Ir, 1952 % Feb. 24, 1955 44% 
Sept. 17, 1953 d Feb. 16, 1956 54% 
May 13, 1954 14 Feb. 7, 1957 5% 
Jan. 27, 1955 34% Sept. 19, 1957 7% 
Treasury Bills 
Jan. 10 6 6s 74a5d% Feb. 14 £6 os 10:56d9/, 
Jan. 17 Sr 10'33d% Feb. 21 £5 hee 5° 526 Je 
Jan. 24 6 ss 6°56d% Feb. 28 6 os 3°28d% 
Jan. 31 6286-50d% | Mar. 7 £6 os 5:10d% 
Feb. 7 £6 18 3'29d% Mar. 14 £6 os 6:59d94, 
Money Rates 
Day to day 5t-6 % Bank Bills 
7 days 5i% 2 months 64-6 5% 
Fine Trade Bills 3 months 64-6 $% 
3 months 64-74% 4 months 6 tr % 
months 62-75% 6 months 641-61 % 
months 7-8 96 
Foreign Exchanges 
New York a:81d- 4 Frankfurt 1175 
Montreal 27751- & Milan 1746 
Amsterdam io t-te ` Oslo 20-oof—ori 
Brussels 139777i—82aj] Paris 1182 
Copenhagen 19°363-4 Zurich 12'27 
Gilt-edged 
Consols 24% 484 Funding 4% 60-90 88$ 
` Consols 4% 7 k Savings 2% 64-67 79k 
War Loan 34% Savings 3% 55-65 86 


641 
Conversion 34%  6318x.d. 
Conversion 34%, 1969 82i 


Exchq'r 5$% 1966 100 Treasury 2194 46ix.d, 
Funding 3% 66-68 >- Bo Treasury 34% 77-80 73% 
Funding 3% 59-69 7718xd. Treasury 34% 79-81 72$ 
Funding 34% 99-04 68% Victory 4% ott 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Valuation of Commercial Goodwill 


Sır, — I read with much interest Mr Kenneth Most's 
article on ‘Valuation of Commercial Goodwill’ in your 
issue of March 1st. There is one small arithmetical 
point which appears to have escaped his notice; per- 
haps you will permit me to bring it to the attention of 
your readers, 

If G be the goodwill, B the annual profit, c the rate 
of interest required, V the net assets, and n the num- 
ber of years over which goodwill is to be depreciated, 
then, the article states: 


B=cV+cG +2 
In fact, since c is a percentage, the formula should be: 


IOO 


It will be observed that this is ic same formula as 
used by the Austrian betriebswirtschaftlichen Fachsenat; 


for, replacing a in that formula by — we get: 











Butt 
or G= is 
€ ft 
100 m" 
Yours faithfully, 
Bishopsgate, EC2. S. HAS 


Post-war Credits 


Sm,- In the ‘Finance and Commerce’ column of 
your issue dated March 8th, you stated that ‘there 
appears to have been no agitation from the building 
societies on the matter of payment of post-war 
credits’, but I can assure you that this Association has 
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frequently made strong requests to the Government 
for the repayment to building societies of this long- 
overdue sum. 

The total of post-war credits due to all SES 
societies is more than {2 million. 


Yours faithfully, 
C. G. GARRATT-HOLDEN, 
Secretary, 


THE BUILDING SOCIETIES ASSOCIATION. 
London, Wr. 


Decimal Coinage 


SIR, — I should be grateful for the opportunity to clear 
up a point raised by Mr Ruddell in your March 1st 
issue. 

I agree with him that a sub-unit equivalent to 1:2 
pence in present currency is not small enough for all 
purposes, and in agreeing to the continuance of all 
existing coins until experience weeded out the un- 
wanted ones I was including the halfpenny - and even 
the farthing, if you insist — for what may be described 
as ‘housekeeping purse’ or ‘bus fare’ purposes. I do 
not, however, agree that it is necessary to give this 
factor undue importance by allowing it to have a 
major part in the building of a new currency, since 
in even the slightly higher accounting field the half- 

nny and farthing have already virtually disappeared 
in debt settlement. 

No doubt the purist will protest that a decimal 
system with fractions in it is an odd sort of decimal 
system, but as a nation we have a reputation for 
compromise and, in view of the very minor function 
which the halfpennies and farthings would serve, I 
accept the charge of inconsistency in preference to a 
currency having a basic sub-unit which would by 
itself be for all practical purposes intrinsically worth- 
less — particularly if it meant splitting the basic unit 
into 1,000 (as opposed to 100) pieces. 

The foregoing has, of course, nothing to do with 
the pricing of small manufactured articles or com- 
ponents, for which the per-unit price may often, as 
now, have to be quoted to several decimal places of a 
penny, but as such items are invariably supplied in ` 
quantity I feel that neither the seller nor the buyer 
would be seriously affected if the account were settled 
to the nearest penny. 

Yours faithfully, 
Birkenhead. G. N. THORNT ON. 


Sir, — This is a very interesting subject and perha 
L may be permitted to add my two bits’ worth. The 
defect in using the florin as the basic coin is that it 
is of too little value and a hundredth part purchases 
nothing with the result, as I have seen in many 
countries, that the cost of living is increased by the 
custom which then grows up of fixing prices in 
multiples of five (hundredths). 

I consider that the double florin offers a better 
standard and many of us remember this coin. At 
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present there are 96 balfpennies in 4s, and the half- 
penny should be slightly devalued to 100 in 4s, so 
the new coinage could consist of double florins and 
halfpennies renamed to, I suggest, groats. I consider 
renaming essential so that there may be no misunder- 
standing. f1, 10s, 4s, 2s, 1s and halfpenny would 
become $5, 2-50, 1*0, 0:50, 0-25 and o-o1 respectively. 
'The 2s 6d coin should be withdrawn, owing to its 
awkward value in the new coinage and the 6d and 
3d pieces should also be withdrawn owing to confusion 
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arising from their descriptive names and replaced 
by 20 and 5 groat pieces. The penny would be 
equal to two groats and there would be twelve pennies 
and a halfpenny in the shilling, not twelve pennies as 
at present, but no confusion arises if one begins to 
think of them as two and one groats. Future coins, 
identical in other respects, should be marked two and 
one groats and the old names dropped. 
Yours faithfully, ` 
W. F. P. (Argentina). 


BIRMINGHAM CHARTERED ACCOUNTANTS’ 
ANNUAL DINNER 


The annual dinner of the Birmingham and District 
Society of Chartered Accountants was held at The 
Grand Hotel, Birmingham, on March 13th. The 
President of the Society, Mr Stanley Kitchen, F.C.A., 
presided, and together with Mr W. H. Lawson, C.B.E., 
B.A., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales, received the 426 
members and guests who attended. 

Among those present were Sir Thomas D. Barlow, 
G.B.E., chairman, District Bank Ltd, Alderman E. W. 
Apps, J.P., Deputy Mayor of Birmingham, Mr H. R. 
Rowbotham, M.B.E., President, Wolverhampton Cham- 
ber of Commerce, Mr E. Milner Holland, c.B.E., Q.C., 
B.C.L., M.A., Attorney-General, Duchy of Lancaster, 
and 


Messrs Geoffrey L. Barnes, M.A., A.C.A. (Secretary, 
University of Birmingham); W. L. Barrows, Ip, F.C.A. (Vice- 
President, The Institute of Chartered Accountants in England 
and Wales): B. E. Brown, rF.C.A. (President, South Wales and 
Monmouthshire Society of Chartered Accountants); D. H. 
‘Buchanan (Agent, Bank of England); R. A. Chermside, 
F.C.A. (President, Bristol and West of England Society of 
Chartered Accountants); A. G. Cooke, r.c.t.B. (Chairman, 
Corporation of Insurance Brokers, Midland Area Committee); 
Prof. Donald Cousins, B.COM., A.C.A. (Professor of Account- 
ing, University of Birmingham); D. C. Crombie (President, 
Ge Branch of the Association of H.M. Inspectors of 

axes), 

Messrs D. F. Dodd, T.D., F.C.A. (Vice-President, E 
ham and District Society of Chartered Accountants); F 
Downing, F.C.A. (President, Sheffield and District Society of 
Chartered Accountants); J. P. Eames, opp, F.LM.T.A., 
E.8.A.A. (Treasurer, City of Birmingham); EF. Ellinghouse, 
F.C.I.8. (Chairman, Birmingham and District Branch, Char- 
tered Institute of Secretaries); A. T. E 
F.A.I. (Chairman, Warwickshire, Staffor hire and Worcester- 
shire Branch, Royal Institute of Chartered Surveyors); A. N. 
Halls, ng, (Regional Controller, Board of Trade); P. D. 
Irons, B.COM., A.C.A., (President, South Eastern Society of 
Chartered Accountants). 

Messrs C. E. Jackson, F.A.C.C.A. (President, Birmingham 
and District Society of Certified and Corporate Accountants); 
Herbert Jackson, F.R.1.B.A., M.T.P.1. (President, Birmingham 
and Five Counties Architectural Association), K. E. Jones, 
F.C.LI. (President, Birmingham Insurance Institute); G. M. 
King (President, Birmingham Law Society); S. V. Lancaster, 
T.D., J-P., F.C.A. (President, Birmingham Chartered Accountant 
Students! Society); R. D. Lea, F.c.a. (President, Leicestershire 
and Northamptonshire Society of Chartered Accountants); 
Leo T. Little, B.sc.(EcoN.) (Editor, ' Accountancy). 
^ Messrs Alan S. Maclver, M.C., B.A. (Secretary, The 
Institute of Chartered Accountants in England and Wales); 


land, J.P., F.R.I.C.8., 


W. A. Nicol, C.A., F.C.C.8. (Chairman, Association of Scottish 
Chartered Accountants in the Midlands); W. Vaughan 
Reynolds, B.LITT., M.A. (Editor, ‘The Birmingham Post’); 
R. Ryland, a.c.a. (Chairman, Wolverhampton | Branch, 
Birmingham and District Society of Chartered Accountants); 
A. B. Snow, F.c.a. (Chairman, Stoke-on-Trent Area Branch, 
Birmingham and District Society of Chartered Accountants); 
D. Steele, F.c.a. (President, Leeds, Bradford and District 
Society of Chartered Accountants). 

Messrs C. C. Taylor, J.P., F.C.A. (President, Liverpool 
Soctety of Chartered Accountants); J. O. Tomlinson (Chair- 
man, Birmingham Stock Exchange Committee); John S. 
Welch (President, Institute of Bankers, Birmingham Local 
Centre); W. John West, F.A.t. (Chairman, Chartered Auction- 
eers and Estate Agents Institute, Birmingham and West Mid- 
lands Branch); J. H. Whicheloe, F.C.w.A., A.C.1.8. (President, 
Institute of Cost and Works Accountants, Birmingham and 
District Branch); G. E. Withers, A.C.A. (Chairman, Coventry 
Area Branch, eer and District Society of Chartered 
Accountants); E. K. Wri M.A., F.C.A. (Chairman, London 
and District Society of EE Accountants). 


Price Inflation 


Proposing the toast of “The City of Birmingham’, 

Sir Thomas Barlow referred to the social revolution 
which the country had undergone in the past decade. 
He said that five times as much had been spent on the 
welfare services in 1956 as in 1938, and that what 
had cost {114 billion in 1946 cost £244 billion last 


year. That figure, he said, gave some indication of the 


price inflation in Britain in recent years. 

Responding, Alderman Apps spoke of the United 
Kingdom's economic position, and said that the most 
essential thing was a stable £ that would enable a buyer 
to go on buying with confidence and a seller to sell with 
the same surety. Whatever we had to go through in 
order to attain that position, it would be a price worth 
paying. He was quite confident that this country was 
going to come through without too serious a hardship. 

The toast “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Mr 
Rowbotham, who said it was important in the Mid- 
lands to remember that the area was made up largely 
of 'the little man'. Ninety-five per cent of industry in 
the area employed between eleven and five hundred 
persons. He added: 

‘I think the small people are rather important and it would 
be a very bad day if they were to become incorporated into 
the big elements and thereafter nationalized.' 


Responding to the toast, Mr Lawson said it gave 
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him great pleasure to be a guest at the dinner for a 
number of reasons. He continued: 

‘As you have already heard, this is the first occasion at 
which former members of The Society of Incorporated 
Accountants are here by their own right as members of this 
Institute. I should like, in particular, to welcome one who 
ia seated near me ~ Mr Eames, your City Treasurer, 

“During my year of office [ have had the assistance of a 
Vice-President from Birmingham and the help which Mr 
Barrows has given me has been invaluable. 

‘I shall look forward at the next Council meeting to 
welcoming, as our latest recruit to the Council, a leading 
industrial accountant from Birmingham, Mr Stanley Dixon.’ 


Relation of Profits to Sales 


Mr Lawson went on to refer to the report of the 
“Three Wise Men’ which, he said, suggested that more 
information should be given about the relation of 
profits to sales proceeds and to capital employed, 
whether as measured by the sum of share capital and 
free reserves, or by the current value of the net assets 
of the business. The ratio of profits earned to capital 
employed calculated on one or other of the bases sug- 
gested by the “Three Wise Men’, was, he thought, 
perhaps as good a method as could be devised in 
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measuring the success or failure of a business. He 
continued: 


‘I would, therefore, strongly support the recommendation 
that these figures should be shown. There are difficulties in 
computing figures of capital employed, but our profession 
should be well equipped to advise clients on how the calcu- 
lations should be made in individual cases.’ 


Mr Kitchen, proposing the toast of ‘Our Guests’, 
paid a tribute to Mr Lawson, who, he said, was one of 
the architects of integration. The smoothness of that 
operation had been due in no small measure to his 
personal efforts in that direction. 

Mr Kitchen extended a welcome to those members 
of the Society who were present ‘in their own right’ 
for the first time. Mr Kitchen said that the profession 
had a great deal of competition from industry for the 
type of recruits suitable for accountancy. “We are 
anxious’, he continued, ‘to enrol youths of the right 
ability, calibre and knowledge and with, above all 
things, a knowledge of good English.’ 

Mr Milner Holland replied with a witty speech in 
which he stressed how important it was for members 
of different professions to get together and discuss each 
other's points of view. 


Notes and Notices 


PERSONAL 


Messrs B. pe V. HARDCASTLE, BURTON & Co, Char- 
tered Accountants, of Coventry House, South Place, 
London, EC2, announce that as from January rst, 1958, 
Mr F. W. BURTON, F.s.a.a., has retired from the firm 
and Mr Jonn F. PALMER, A.C.A., has been admitted 
into partnership. The name of the firm will remain 
unchanged. 


Messrs JONES, Kent & WHEELER, of 3 George Street, 
Llandeilo, Carmarthenshire, announce that in future 
the name of the firm will be Jones & woren The 


firm will consist of the same partners as hitherto and 


will practise as Chartered Accountants. 


Messrs BOWKER, STEVENS & Co, Chartered Account- 
ants, of 57A Greengate Street, Stafford, announce that 
they have taken into partnership Mr Top W. SMITH, 
A.C.A., 88 resident partner at their Stafford office. Mr 
SMITH qualified in 1951 and has been a senior member 
of their staff for some years. 


Messrs HARPER, KENT & WHEELER, of Old Bank 
Buildings, Bellstone, Shrewsbury, announce that the 
name of the firm will in future be WHEELER, WHIT- 
TINGHAM & KENT. The firm will consist of the same 
partners as hitherto and will practise as Chartered 
Accountants. 


PROFESSIONAL NOTES 


Mr G. C. Haynes, A.C.A., director and secretary of 
Boulton Paul Aircraft Ltd, has been appointed deputy 
managing director; Mr G. A. Woolsey, A.C.A., formerly 
chief accountant of the company, has been appointed 


Mr J. H. Lloyd, A.C.A., secretary of Warwicks & 
Richardsons Ltd, has been appointed a director of the 
company. 

Mr C. D. Jackson, A.C.A., has been appointed a 
director of Gordon, Grant & Co Ltd, merchant 
bankers, of Port of Spain, Trinidad, B.W.I., as from 
March rrth, 1958. 


Mr S. R. Hogg, D.s.0., M.C., F.C.A., has been elected 
to the board of Canadian & English Stores Ltd and 
appointed chairman of the company. 

Mr D. R. N. Clarke, a.c.a., has joined the board 
of the Tobacco Securities Trust Co Ltd. 


Mr Wilfrid Bailey, F.s.a.a., F.I.M.T.A., chief account- 
ant of the Gas Council, has been appointed to succeed 
Mr F. G. Brewer, O.B.E., as secretary of the Council 
as from the end of September. 


NEW UNITED STATES BUDGET 
DIRECTOR 


Mr Maurice A. Stans, C.P.A., previously deputy director 
of the United States budget bureau in Washington, 
has been appointed budget director in succession to 
Mr Percival F. Brundage, c.p.a.; who has resigned from 
the post. 

Mr Stans, a partner in the firm of Alexander Grant 
& Co, of Chicago, was President of the American 
Institute of Certified. Public Accountants in 1954-55. 
Mr Brundage is also a Past President of the American 
Institute and is a partner in Price Waterhouse & Co. 


IN PARLIAMENT 


Deeds of Covenant 
nid Jav asked the Chancellor of the Exchequer the 
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available; and what his estimate is of the annual loss of 
income tax and surtax, respectively, by the use of such 
deeds. 

. Mr Amory: About £25 million in 1956-57 on which 
the loss of income tax and surtax is estimated at about 
£64 million and {10 million respectively. 

Mr Jay asked the Chancellor of the Exchequer the 

value of deeds of covenant in operation for income tax 
purposes during the latest year for which figures are 
available; how many of these deeds were in form of 
charity; and what was the approximate total annual 
amount before deduction of tax payable under such 
deeds. 

Mr Amory: About £37 million in 1956-57. Nearly 
800,000 deeds in favour of charities accounted for 
about £12 million. 


. Hansard, Mar. 12th, 1958. Written Answers. Col. 61. 


Charitable Trusts 


Wing-Commander GRANT-FERRIS asked the Secretary 
of State for the Home Department when it is proposed 
to introduce legislation, based upon the White Paper, 
Command Paper No. 9538, 1955, giving effect to the 
recommendations of the Nathan Report on Charitable 
‘Trusts, published in December 1952. 

Mr R. A BUTLER: I have this important matter under 
Consideration, but I am not at present able to make any 
statement on the introduction of legislation. 


Hansard, Mar. 13th, 1958. Written Answers. Col. 75. 


Schedule A: Maintenance and Repairs 
Claims 


Wir WooLLAM asked the Chancellor of the Exchequer 
what was the amount of Schedule A income tax rebate 
allowed in respect of maintenance and repair claims for 
single owner-occupied houses for the fiscal year 
1956—57 

Mr Sg About £6 million. 


Hansard, Mar. 13th, 1958. Written Answers. Col. 82. 


Building Societies: Tax 


Mr WOoOLLAM asked the Chancellor of the Exchequer 
whether he will give the composition of every £ of tax 
paid by building societies as between income tax, 
profits tax, and income tax paid on shareholder’s 
interest payments. 

Mr Simon: For 1956 about 3s 3d for income tax on 
undistributed profits, rs 3d for profits tax and rss 6d 
for income tax on interest paid. 

Mr WooLLAM asked the Chancellor of the Exchequer 
whether he will abolish profits tax on building societies. 

Mr Simon: I cannot anticipate my SES hon. friend's 
Budget statement. 


| Hansard, Mar. 13th, 1958. Written Seren Col. 82. 


PURCHASE TAX ON STATIONERY 


'The 30 per cent purchase tax on stationery brings in 
£40 million a year but only £2 million of this comes 
from the private user. The other £38 million goes to 
increase production costs over the whole field of 
industry. 'l'he purchase tax joint standing committee 
of the paper, printing and stationery trades has sent a 
memorandum to the Chancellor of the Exchequer 
strongly urging that this ‘illogical and inflationary tax’ 
be removed; thereby adding its voice to that of the 
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Federation of British Industries and the Association of 
British Chambers of Commerce. The memorandum 
has been printed in leaflet form for wide circulation. 
A strong argument in favour of abolition is that this 
would not benefit any particular trade but all of them. 


THE CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


The annual meeting of the Board of Governors of The 
Chartered Accountants’ Benevolent Association will 
be held next Wednesday at The Institute of Chartered 
Accountants in England and Wales, Moorgate Place, 
London, EC2, at 2.15 p.m. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


A meeting of The Accountants! Christian Fellowship 
will be held at 6 p.m. next Thursday at Incorporated 
Accountants’ Hall, Victoria Embankment, WC2, when 
the principal speaker wil be Mr Ernest Shippam, of 
Shippams of Chichester. Two qualified and two 
student members of the Fellowship will also take part. 
After the meeting there will be a reception for over- 
seas students. All who are interested will be welcome. 


SOUTHEND CHARTERED ACCOUNTANTS’ 
GROUP 


A bi-monthly dinner meeting of The Southend Char- 
tered Accountants’ Group was held at The Imperial 
Hotel, Westcliff, on March 6th. The guests at the 
meeting, which was under the chairmanship of Mr - 
Richard E. Barnett, F.C.A, were the three local 
Inspectors of Taxes. 

Informal discussions on points of co-operation and 
mutual assistance to the profession and the Inland 
Revenue took place, including the question of treat- 
ment of traveling and entertainment expenses for 
directors and other persons. 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


RESIDENTIAL. COMPUTER COURSE 


The second of a series of three residential courses on 
automatic data processing arranged by The Institute 
of Cost and Works Accountants took place from Friday 
to Sunday, March 14th to 16th, at Westham House, 
Barford near Warwick, when forty-six members and 
registered students assembled to hear three papers and 
to take part in group discussions. The value of the 
papers and of the discussions was pronounced. 

The course was under the chairmanship of Mr G. J. 
Pierce, F.C.W.A., vice-chairman of the [Institute's 
electronics committee and a member of the Council of 
the Institute. 

'T he subjects of the papers are the same for all three 
courses, though the speakers are different on each 
occasion. This time, "What a computer is and what it 
can do’, was outlined by Mr P. V. Ellis, Powers-Samas 
Accounting Machines Ltd. Mr F. C. de Paula, T.D., 
F.C.A., F.C.W.A., considered ‘A survey of installation 
and administration problems’; and Mr W. J. Sargent, 
British Railways, gave the paper entitled ‘A practical 
example — a wages application'. 

'The first course was held in Surrey; the next course 
will be held at Hulme Hall, Victoria Park, Manchester, 
from March 28th to 3oth. 


350 


CERTIFIED ACCOUNTANTS’ YEAR-BOOK 
The 1957-58 year-book of The Association of Certified 
and Corporate Accountants, now published, states 
that membership of the Association at December sth, 
1957, numbered 10,148, an increase of 598 on the 
total of 9,550 at November I8t, I955. 

In addition to the alphabetical and topographical 
lists of members, the year-book includes details of 
the Council and committees; information about the 
district societies and student societies; and the accounts 
for 1955 and 1956. 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 
The following meetings of the London Students’ 

Society will be held during next week: 
Tuesday, 5.15 p.m., at Incorporated Accountants’ Hall: 
Introductory course lectures on (1) ‘Audit practice and 


methods’, by Mr W. K. Wells, B.A., F.C.4.; and (2) “The 


law of sale of goods', by Mr A. C. Staples. 

Wednesday, 5.45 p.m., at London Wall Restaurant: Dinner 
and balloon debate. 

Friday: Squash match v. Putney. 

Saturday, 10.15 p.m., at Luton: Lecture on “What do you 
mean by "Capital ?, by Mr R. J. Carter, B.COM., F.C.A. 
(Secretary of the Students! Society), followed by the 
annual general meeting of the Bedfordshire Branch. 
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COMPUTER COURSES IN 
BIRMINGHAM 


In our issue of March 8th, details were given of a 
series of one-day conferences on electronic digital 
computers and their industrial application which is 
being organized by the Birmingham College of Tech- 
nology. It was then announced that the first conference, 
with special reference to Ferranti computers, was to be 
held on March 26th. We are now advised that, due to 
unavoidable circumstances, this conference has had to 
be postponed until the autumn. 


E.C.G.D. CITY OF LONDON OFFICE 


CHANGE OF ADDRESS 


The Export Credits Guarantee Department has 
announced that its office in the City of London has 
been removed to larger premises at Marlon House, 
Mark Lane, London, EC3 (telephone: Royal 3491), as 
from Monday, March r7th. 

The City office, which is under the managership of 
Mr A. L. MacManus, M.B.E., A.C.LS., covers the 
London postal districts, N., E., SE., WC. and EC., and 
the counties of Norfolk, Suffolk, Cambridge, Hertford, 
Bedford, Huntingdon, Essex and Kent. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council Meeting held on March 5th, 1958, who 
completed their Fellowship or membership before 
March 18th, 1958. 


Associates elected Fellows 


Adams, Arthur Rupert, T.p.; A.C.A., 1929; (Cotterill, Kirk, 
Salt & Co), Sun Buildings, Bennett's Hill, Birmingham, 2. 

. Allen, James Alan Sandeman, D.F.M; A.C.A., 1950; 
(tBishop, Fleming & Co), 42 Palace Avenue, Paignton, 
and at Dartmouth and Torquay. 

Askwith, Nelson Mark; A.C.A., 1952; (Franklin, Wild & 
=o) Orient House, 42/45 New Broad Street, London, 


2. 

Bacon, Charles; A.C.A., 1947; (*Richardson, Nutt & Co), 
St James’s Chambers, St James’s Street, Derby. 

Caerwyn Jones, William; A.C.A., 1951; (Holyoak, Evason & 
Co), 26 Claremont Hill, Shrewsbury, and at Kington, 
Herefordshire. 

Caldwell, Sydney Moore; A.C.A., 1930; 318 Tower Build- 
ing, Water Street, Liverpool, 3. 

Clark, Kenneth Wallace; A.C.A., 1937; (Ernest Francis & 
Son), 8 Forbury, Reading, and at Basingstoke. 

Collinge, William; A.C.A., 1929; (Rawlinson, Hargreaves, 
Smith & Wood), 7 Grimshaw Street, Burnley. 

D'Eath, David Brelsford; A.C.A., 1948; (fDunn, Wylie & 


Firms not marked T or * are composed wholly of members 
of the Institute. 


Tagainst the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members 
of one or the other of the three Institutes of Chartered 
Accountants in Great Britain and Ireland. 


*against the name of a firm indicates that the firm is not 
wholly composed of membera of one or the other of the 
three Institutes of Chartered Accountants in Great Britain 
and Ireland. 


Mead, Colin; A.C.A., 


Co), ro Drapers’ Gardens, Throgmorton Avenue, 
London, ECa. 

Evans, Thomas James William; A.C.A., 1951; (King, Hope 
& Co), 45 William Street, Stockton-on-Tees, and at 
Darlington, Leyburn, Northallerton and West Hartlepool 

Foxwell, Alfred Edwin Byrne; A.C.A., 1939; (Cattell & 
Chater), Bank Chambers, High Street, Kettering, and at 
Corby and Rushden. 

Glossop, Kenneth Horsfield; A.C.A., 1949; (W. G. Hawson, 
Wing & Co), Hartshead Chambers, Sheffield, 1. 

Green, Michael Howson; A.C.A., 1950; (Burnett, Swayne 
& Co), 11 Westwood Road, Southampton. 

Greenwood, Philip Clarkson; A.C.A., 1944; (Ernest Francis 
& Son), 8 Forbury, Reading, and at Basingstoke. 

Hindle, David Ross; A.C.A., 1952; (Franklin, Wild & Co), 
Orient House, 42/45 New Broad Street, London, ECa. 
Hooper, Walter Ernest Spencer; A.C.A., 1928; (Leigh, 

Lawler & Hooper), 55 Hoghton Street, Southport. 

Horsley, Michael Alan; A.C.A., 1952; (M. A. Horsley & 
Co), Britannic Chambers, 1A Highfield Road, Hall Green, 
Birmingham, 28. 

Jeffries, Francis David; A.C.A., 1949; (Herbert Pepper & 
ene National Provincial Chambers, Park Street, 


Lancey, Eric Clifford; A.C.A., 1928; (E. H. B. Butler & Co) 
Midland Bank Chambers, 7 Broad Street, Worcester, an 
at Evesham. 

Lipman, Solomon; A.C.A., 1952; (Harris Lipman & Co), 

247 High Road, Iford, Essex, and at London. 

Littlewood, Kenneth Herbert; A.C.A., 1951; (W. 

aT Wing & Co), Hartshead Chambers, Shemeld T 1. 
d, Michael Bladon; A.C.A., 1949; (Squiers & Co), 
E 'a Court, 115 Colmore Row, Birmingham, 3. 

MacLeod, Ian Ogilvie; A.C.A., 1935; C Ihornton & 
Thornton), 63 Temple Row, Birraing 

1951; (Leigh, E. & Hooper), 55 
Hoghton Street, Southport. 

Parlett, Stanley Charles; A.C.A., 1952; (Saffery, Sons & 
Co), 1 Union Crescent, Cecil Square, Margate. 

Reed, Anthony Talbot; A.C.A., 1950; (Morrish, Walters & 
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Én Provincial House, 98-106 Cannon Street, London, 


d. Wilfrid Eric; A.C.A., 1928; (Chaloner, Roberts & 
Co), 12 St Peter's Square, S Stockport. 

Robinson, Harry James; A.C.A., 1950; (Morrish, Walters & 
Xo), Provincial House, 98/ 106 Cannon Street, London, 


- 
Thompson, Christopher Edward Bellairs, MA: A.C.A.. 


' 1950; (Board, Hill & Whittow), 7 King Street, Ipswich, 
and at Cambridge and Haverhill. 
Towers, Stanley; A.C.A., 1939; (*Firth, Stangroom & Co), 
2 Albion Place, Leeds, 1 
Wadie, Hugh; A.C.A., 1952; (West, Wake, Price & Co) and 
(H. Wadie), 6 Broad Street Place, London, EC2 
Webster, David Faulkner; A.C.A., 1949; (D. F. Webster & 
‘ Co), 46 Bedford Row, London, WC. 
Wood, James Landless, T.D; A.C.A., 1951; (Rawlinson, 
uem Smith & Wood), 7 Grimshaw Street, 
e 
Worth, teg Howard; A.C.A., 1952; 198 Witton Street, 
Northwich, Cheshire. 


Admitted as Associates 
(In Practice) 


-Jawett, Basil Aubrey; A.C.A., 1958; (B. A. Jawett & Co), 
59 Elliot Road, London, NW. 

Kilner, Thomas Anthony Alaistair; A.C.A., 1958; (*C. T. 
Kilner & Co), 21 Lower Belgrave Street, "London, SWi. 

Sharron, William; A.C.A., 1958; (William Sharron & Co), 
3 Harrowes Meade, Edgware, Middlesex. 


(Not in Practice) 


Adams, Peter John Graham; A.C.A., 1958; with Creer, 
Etty, Rank & Co, 8 Coppergate, York. 

Agate, Robert Michael; A.C.A., 1958; 380 Old Shoreham 
Road, Hove, 4, Sussex. 

dn Nigel; A.C.A., 1958; 4 Cayton Road, Gillshill Road, 


A eed Dennis Allen; A.C.A., 1958; 96 Tudor Avenue, 
Watford. 

Allbut, John Gwilym; A.C.A., 1958; 18 Shrubbery Street, 

Kidderminster, ores. 

Allen, David Thomas; A.C.A., 1958; with Hackett, Radley 
& Johnson, 448 Strand, London, WC2. 

Anstee, Neil Keith; A.C.A., 1958; ‘Crabtree’, Kidmore End, 
near Reading, Berks. 

Anthony, Hugh Dene; A.C.A., 1958; with Edmund D. 
White & Sons, 378/380 Salisbury House, London Wall, 
London, ECa. 

Anton, David; A.C.A., 1958; 127 Wolmer Gardens, Edg- 
ware, Middlesex. 

Arkley, Derek Wilfred; A.C.A., 1958; with Fred. J. Ault & 
Co, 81 Edmund Street, Birmingham, 4. 

Ashton, David James; ACA., 1958; 19 Tranby Lane, 
Anlaby, Hull. 

Ashworth, John Philip, pa: A.C.A., 1958; with Stowell & 
. Bayley, 57 King Street, Manchester, a. 


Bailey, Alan Roland; A.C.A., 1958; 24 Moscow Road, 
Hastings, Sussex. 

Bailey, Frank Lewis; A.C.A., 1958; 27 Almond Street, 
Farnworth, Lancs 

Banister, Jan Arthur; A. C.A., 1958; 193 Northampton Road, 

, Wellingborough. 

Bardsley, Ian Frederick Forrest; A.C.A., 1958; 13 Bentinck 
Road, Newark, Nottinghamshire. 

Barker, John David, B.COM.: A.C.A., 1958; 26 Tennyson 
Road, Wibse ey, Bradford, 6. - 

Barter, John Harry, B.8C.(ECON.); A.C.A., 1958; 24 Mile 
End Road, Norwich. 

Barton, Jack Elson; A.C.A., 1958; Big Tithe Farm, Old 
Rufford Road, Calverton, Notts. 

Beamer, George Bryan; AČA. 1958; with Blease & Sons, 

| 223 India. Buildings, Water Street, Liverpool, 2 

Beasley, Alan Walter; A.C.A., 1958; 38 Springfield Road, 

! Nuneaton, Warwickshire. - 
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Beckett, Brian Charles John; A.C.A., 1958; 56 Carisbrooke 
Road, Leicester. 

Bell, Rodney George; A.C.A., 1958; with Critchley, Ward 
& Pigott, Boswell House, 1-5 Broad Street, Oxford. 

Bennett, William Joseph; A.C.A., 1958; 106 Gorge Road, 
Hurst Hill, near Bilston, Staffs. 

Bennetts, David Hugh; AC. A., 1958;-9 Trevu Road, Carn- 
borne, Cornwall. 

Berridge, Harry; A.C.A., 1958; with Scott, Wheatley & 
bar Suffolk House, Silver Street, Hull. 

, Alan; A.C.A., 1958; Lake View, Stock Road, 
"e lericay, 

Bevan, John Garnett; A.C.A., 1958; Almodington Farm 
House, Birdham, Chichester, Sussex. 

Bickell, Brian; A.C. À., 1958; 10 Park Crescent, Finchley, 
London, N3. 

Boath, Douglas William, B.sC.(ECON.); A.C.A., 1958; 60 
Langler Road, Kensal Rise, London, NW1o. 

Bosu, Ashoke; A.C.A. — 1958; with Norman & Whitehead, 
20-23 Wardrobe Chambers, 1464 Queen Victoria Street, 
London, ECs, 

Bourn, Alan Michael, B.sc.(&coN.); A.C.A., 1958; 41 Broom- 
field Avenue, Palmer’s Green, London, N13. 

Bowder, Donald; A.C.A., 1958; 2a Hillfoot Avenue, Owl- 
cotes Road, Pudsey, Yorkshire. 

Bradley, John Stewart; A.C.A., 1958; 64 Marryat Road, 
Wimbledon, London, SWitg. 

Briggs, William Anthony; A.C.A., 1958; The Old Gas 
Works House, Knutsford, Cheshire. 

Bright, Mervyn James; A. C.A., 1958; 174 Herbert Avenue, 
Parkstone, Poole, Dorset. 

Broadbent, Hugh Atherton; A.C.A., 1958; ‘Lindum’, Lees 
New Road, Oldham. 

Brooker, Thomas Paul; A. C. A., 1958; “Che Bungalow’, 
London Road, Hitchin, Herts. 

Brooks, Frank; A.C.A., 1958; with Mellor, Snape & Co, 
Old Colony House, South King Street, Manchester, 2. 
Brown, Anthony John; A.C.A., 1958; 339 Peppard Road, 

Emmar Green, Reading. 


Brown, Erie William John; A.C.A., 1958; with Watson, Collin 


& Co, Transport House, Smith Square, London, SW1. 

Brown, "Graham Robert Logan; A.C.A., 1958; 98 Brook- 
man's Avenue, Brookman's Park, Herts. 

Brown, Peter Henry; A.C.A., 1958; 20 Church Road, 
Reigate, Surrey. 

Buck, John Albert Charles; A.C.A., 1958; 31 Penderry Rise, 
Catford, London, SE6. 

Burman, Peter Ronald; A.C.A., 1958; 220 Harborne Park 


Road, Harborne, Birmingham, 17 
Burton, Alan John; A.C.A., 1958; ‘Riverdale’, Tudor Road, 
1958; with H. G. Ellis, 


Kennington, Ashford , Kent. 
Butler, Michael Howard; A.C.A., 
Kennewell & Co, Imperial Buildings, Victoria Street, 
Nottingham. 
Butler, William David; A.C.A., 1958; with Grace, Darby- 
shire & 'l'odd, 19 Whiteladies’ Road, Clifton, Bristol, 8. 
Butters, Peter Sydney; A.C.A., 1958; 98 Albany Street, 
London, NWi. 

Bye, Peter Russell, m.a.; A.C.A., 1958; 90 Gunnergate Lane, 
Marton, Middlesbroug h. 

Byrne, Brendan Hugh; Ke C.A., 1958; with Lovering & Co, 
638 Salisbury House, Finsbury Circus, London, EC2. 


Callard, Anthony; A.C.A., 1958; 4 Fairacres Road, Bebing- 
ton, Cheshire. 

Campbell, Christopher James; A.C.A., 1958; 237 Kenton 
Road, Harrow, Middlesex. 

Catlow, Peter Aspinall; A.C.A., 1958; 6 Grove Terrace, 
Fence, near Burnley. 

Chapman, Nicholas Antony Ingram; A.C.A., 1958; Mead- 
shaw, Hilltop Lane, Merstham, Surrey 

Charity, Wiliam Brian; A.C.A., 19:8: *Croftlands', 
Esplanade, Grange-over-Sands, Lancs. 

Chatrath, Shyam Sundar; A.C.A., 1958; with Elliott, 
Adrian, Jacobs & Co, 31/32 Haymarket, London, SW1. 
Chatwin, Brian, B.COM.; A.C.A., 1958; 17 Prestwood Road, 

Selly Oak, Birmingham, 29. 
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Chittock, Michael John; A.C.A., 1958; 39 First Way, 
Raynes Park, London, SW2o. 

Clark, Arthur Charles; A.C.A., 1958; with Bryce Hanmer 
& Co, 1/3 Stanley Street, Liverpool, 2. 

Clark . Donald; AGA, 1958; 32 Pennine Way, Penrith, 
Cumberland. 

Clark, Geoffrey Walter Thomas; A.C.A., 1958; 61 Mayfield 
Road, Chingford, London, E4. 

Clegg, Peter Vernon; A.C.A., 1958; ‘Crest Court’, Pownall 
Avenue, Bramhall, Cheshire. 

Coleby, Peter Royston; A.C.A., 1958; 52 Newport Road, 
Cowes, Isle of Wight. 

Collett, Christopher, B.A; A.C.A., 1958; with Cassleton 
Elliott & Co, 4 & 6 Throgmorton Avenue, London, EC2. 

Cook, Peter Charles Henry; A.C.A., 1958; 173 Reddish 
Road, South Reddish, Stockport. 

Coombe, John Robert; A.C.A., 1958; 30 Arnside Gardens, 
Wembley, Middlesex. 

Coombes, Michael John; A.C.A., 1958; 24 Cardinal Avenue, 
Boreham Wood, Herts. 

Cormie, John David, MA: A.C.A., 1958; 1 Cazenove Road, 
London, N16. 

Cornish, Eric John; A.C.A., 1958; with Hemsley Miller & 
Co, 18 Mackenzie Street, "Slough. 

Cotton, Brian John Powell; A.C.A., 1958; Kingsmead, 
Craigweil, Bognor Regis, Sussex. 

Crane, Martin Trevor; A.C.A., 1958; ‘Grafton’, 
Park Road, Chislehurst, Kent. 

Cross, John Dennis; A.C.A., 1958; ‘Chatsworth’, Green- 
way, Frinton-on-Sea, Essex. 

Curley, Hugh Brendon; A.C.A., 1958; 124 Cambridge Park, 

- Bristol, 6. 

Cutter, Eric; A.C.A., 1958; with Price Waterhouse & Co, 
31 Mosley Street, Newcastle upon Tyne, I. 


Dalton, Geoffrey Horace; A.C.A., 1958; with Cecil 
Tildesley & Tonks, Metropolitan Chambers, Lichfield 
Street, Wolverhampton. 

Dancy, David Alan; A.C.A., 
Horsham, Sussex. 

Danser, Anthony Jack; A.C.A., 1958; 16 Park Way, Pound 

, Crawley, Sussex. 

Davies, Thomas; A.C.A., 1958; with Sydenham, Snowden, 
Nicholson & Co, 27 Martin Lane, Cannon Street, 
London, EC4. 

gar doa John Barry; A.C.A., 1958; with Jacob, Cavenagh & 

eet, 41 Water Street, Birmingham, 3 

Davis, Paul David; A.C.A., 1958; 1 Garrick Avenue, 
Golders Green, London, NW11. 

Davison, Barry George; A.C.A., 1958; 75 Broad Oaks Road, 

Solihull, Warwickshire. 

Davison, William Leslie Egner; A.C.A., 1958; ‘Caerhays’, 
Hillcrest Road, Barnstaple, Devon. 

Debenham, Nicholas James; A.C.A., 1958; with Mayor, 
Cuttle & Co, 52 New London Road, Chelmsford, Essex. 
Denham, (Miss) Elizabeth, B.A.; A.C.A., 1958; with 
Theodore B. o & Co, St Andrew'a Chambers, 2I 

Park Row, Leeds, 

Dickens, Roy William; A.C.A., 1958; The Flat, 17 Notting- 
ham Road, Loughborough, Leics. 

Dodd, Antony John Christopher; A.C.A., 1958; with 
Cassleton Elliott & Co, 4 & 6 Throgmorton Avenue, 

London, EC2. 
co^ John; A.C.A., 1958; 85 Duxford Road, Great 
irmingham, 224. 


Camden 


1958; 50 Spencers Road, 


Downie, James Rougve, 8.4.; A.C.A., 1958; with Rawlinson, ' 


Greaves & Mitchell, Netherwood "Chambers, 1A, Manor 
Row, Bradford, 1. 

Downs, Philip Stephen; A.C.A., 1958; 31 Dalmeny Avenue, 
Crosland Moor, Huddersfield. 

uo John Spencer; A.C.A., 1958; 27 Glen Avenue, 

Dru GU ACA S 8; with Hodgson, Harris & Co, 

era I wi : 

Bank Chambers, Parliament S Street, H Hull. 

Dunbar, Michael John; A.C.A., 1958; 39 Ashfield Avenue, 
Bushey, Herts. 
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Duncan, Alexander John, B.coM.; A.C.A., 1958; 58 Douglas 
Avenue, Oakhill, Stoke-on-Trent. 
Dutton, Alan George Frederick; A.C.A., 1958; with Eric 
GER & Co, 31 King's Road, Sloane Square, London, 
3. 


Edwards, Biy A.C.A., 1958; 'Venesta', Shoreside Walk, 
East Wittering, Sussex. 

Edwards, Sydney Clive; A.C.A., 1958; with D. J. Dunn & 
Co, 18 Bold Street, Warrington, Lancashire. 

Ellicott, Peter John; A.C.A., 1958; with Francis S. Clarke 
& Co, 67A Queen Street, Newton Abbot, Devon. 

Ellis, Dudley Stormont; A.C.A., 1958; 6 Ashdown Road, 
Epsom, Surrey. 

Emby, Alan Trevor; A.C.A., 1958; with McCabe & Ford, 
17 Hart Street, Maidstone, Kent. 

E ird Philip John; A.C.A., 1958; Springhill House, 

Goring, Reading, Berks 

Enticknap, Gay Douglas; ACA., 1958; ‘Redlands’, Pop- 
lars Road, Shalford, near Guildford, Surrey. 

Evans, Austin Harold; A.C.A., 1958; 157 Plymouth Road, 
Penarth, Glamorgan. 


Farrow, Michael, 8.8c.(ECON.); A.C.A., 1958; 48 Mill Street, 
Norton, Malton, Yorkshire. 

Favier, Peter Charles; A.C.A., 1958; with Everett, Chettle. 
& Co, 35/37 Chiswell Street, London, ECr. 

Fearnhamm, Carl Paul; A.C.A., 1958; with Hartley, Keen 
& Co, 77/79 High Street, Southend-on-Sea, Essex. 

Fenley, William Laurence John, MA: A.C.A., 1958; 117 
St George's Square, Westminater, London, SW. 

Fletcher, Derek Frederick; A.C.A., 1958; 69 Cold Blow 
Crescent, Bexley, Kent. 

Foden, George Harrington; A.C.A., 1958; with Pannell, 
Crewdson & Hardy, 9 Basinghall Street, London, ECa. 

Forrest, (Miss) Wendy Pamela; A.C.A., 1958; with Ford, 
Rhodes, Williams & Co, 4B Frederick's Place, Old Jewry, 
London, EC2. 
Forrester, Albert; A.C.A., 1958; with Walton, Watts & Co, 
Chancery Chambers, 55 Brown Street, Manchester, 2. 
Foster, Malcolm David Edward; A.C.A., 1958; 5 Spring- 
field Road, Stoneygate, Leicester. 

Fraser, John Gillies; A.C.A., 1958; 102 Roman Road, 
Shrewsbury, Shropshire. 

Freeman, Martin Gill; A.C.A., 1958; 5 Gullet Lane, Kirby 
Muxloe, near Leicester. 

n Gerald Douglas; A.C.A., 1958; with Davie, Parsons 

& Co, 6 Bishopsgate, London, EC2. 

Frost, (Miss) Barbara; A.C.A., 1958; with Oldham, Holland, 
Frank & Co, 3 St Andrew’s Place, Lewes, Sussex. 

des Ian Robert; A.C.A., 1958; 48 Deepdene Road, 

Sunderland. 


Gardiner, Douglass Keith; A.C.A., 1958; with W. G. 
Hawson Wing & Co, Hartshead Chambers, Sheffield, Y. 
Gaynor, John Harold Francis; A.C.A., 1958; ‘Bramble 
Copse’, Warren Drive, Kingswood, Surrey. 

Gertler, Herbert; A.C.A., 1958; 9 West Kensington Court, 
London, W14. 

Gibson, John Branthwaite; A.C.A., 1958; 
Prospect, Whitehaven, Cumberland. 

Giffin, George Edward Patrick; A.C.A., 1958; with Price 
Waterhouse & Co, 3 Frederick’s Place, Old Jewry, 
London, ECa. 

Gillies, Alan. um B.A; A.C.A., 1958; 71 Colmore 
Row, Birmingham, 1 

Glass, Keith Milne; AC. A. 1958; with Moller, Morton & 
Co, Friars House, 39/41 New Broad Street, London, ECa: 

Goodkin, David, B.A.; A.C.A., 1958; with Goodkin & Co, 
246A Co oration Street, Birmingham, 4. 

Goodman, John Valentine; A.C.A., i 24 Alexandra 
Grove, Finchley, London, N12. 

, Neil Martin; A.C.A., 1958; with Edward es 

d Empire House, St Martin's-le-Grand, London 


I. 
Goodston, Michael Lindsay; A.C.A., 1958; a6 North Gate, 
Regent’s Park, London, Nw. 
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Goodwin, Laurence John, B.A; A.C.A., 1958; 11 Dorcis 
Avenue, Bexleyheath, Kent. 

Gothard, Ronald; A.C.A., 1958; with McCann, Humphreys 
& Co, 5 John Dalton Street, Manchester, 2 

areen, Douglas James; A.C.A., 1958; with Cookson, 
Topham & Co, 26 Cross Street, Manchester, 2 

arindell, Philip Neville, pa: A.C.A., 1958; with Farrow, 
Bersey, Gain, Vincent & Co, 53 New Broad Street, 
London, EC2. 

Grove, Peter Hulbert; A.C.A., 1958; 69 West Hill, Sander- 
stead, South Croydon, Surrey. 

Grove, Terence John; A.C.A., 1958; with Smallfield, 
Fitzhugh, Tillett & Co, 24 Portland Place, London, Wr. 
Guest, David Thomas; A.C.A., 1958; 355 Stafford Road, 

Oxley, Wolverhampton. 


Haigh, Bernard; A.C.A., 1958; 97 Hall Road, Hull. 
Hamilton, Kenneth George Edward; A.C.A., 1958; with 
Albert Goodman & Co, 54 Old Broad Street, London, 


EC2. 
Harding, Keith Alexander; A.C.A., 1958; 16 Second 
1958; 8A Hallswelle Parade, 


Avenue, Worthing, Sussex. 

Harper, Peter Joseph; A.C.A., 
Temple Fortune, London, NW11. 

Harris, Gerald; A.C.A., 1958; with Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, EC2. 

Harrison, Christopher John; A.C.A., 1958; 

Avenue, Llanishen, Cardiff. 

Harrison, John, B.A.(COM.); A.C.A., 1958; 106 Dudley Road, 
Whalley Range, Manchester, 16. 

Hart, Arnold; A.C.A., 1958; 64 Bollington Road, Heaton 
Chapel, Stockport, Cheshire. 

Ffatton, Tom; A.C.A., 1958; 12 Gloucester Road, Hyde, 
Cheshire. 

Hayes, Brian George; A.C.A., 1958; Westwood Lodge, 
Westwood Road, Tilehurst, Reading. 

Eleath, Anthony Walter Wedgwood; A.C.A., 1958; 14 
Knighton Grange Road, Leicester. 

Hlelliwell, James William Ernest; A.C.A., 1958; 9 Lowther 
Street, Colne, Lancashire. 

F[exter, Derek Elsworthy; A.C.A., 1958; 43 Torquay Road, 
Newton Abbot, South Devon. 

Eleyworth, Michael Collinge; A.C.A., 1958; 38 Duke Street, 

ormby, near Liverpool. 

ie ae Dennis; A.C.A., 1958; with H. Hague, Sharp & 

, Retiro Chambers, 2 "Waterloo Street, Oldham. 

Pine, John Stanley; ; A.C.A., 1958; 67 Kimberley Road, 
Nuthall, Nottinghamshire. 

Elohnen, David Leslie; A.C.A., 1958; Bracken Cottage, 
Marsh Lane, Dorney Reach, Maidenhead, Berkshire. 

Holland, William Howard; A.C.A., 1958; with Hodgson, 
Harris & Co, Bank Chambers, Parliament Street, Hull. 

Efolmes, David Gerald; A.C.A., 1958; 1 Seaton Avenue, 
Mutley, Plymouth. 

Hope, Gordon Murray; A.C.A., 1958; with Crowther 
Brothers, Savings Bank Buildings, Hotel Street, Bolton. 
Flopwood, Graham Lewis; A.C.A., 1958; 21 Newport 

rescent, Shifnal, Shropshire. 

F[orne, David Oliver; A.C.A., 1958; with Harmood Banner, 
Lewis & Mounsey, Dashwood House, 69 Old Broad 
Street, London, EC2. 

Horner, David Spencer; A.C.A., 1958; with Tribe, Clarke, 


14 Solva 


Painter, Darton & Co, 43-44 Broad Street Avenue, I Toba j F: c : g; g c i . Si t 
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Hutchinson, John Franklin; A.C.A., 1958; with Hall, 
Winder & Co, 5 Guildhall Chambers, Basinghall Street, 
London, EC2. 

Hyde, Kenneth, B.COM.: A.C.A., 1958; with Howard Smith, 
Thompson & Co, Beaufort House, 96 Newhall Street, 
Birmingham, 3. 


Ingleby, Dennis; A.C.A., 1958; 34 Rochester Road, Davy- 
hulme, Urmston, Manchester. 

Innes, Charles Alexander; A.C.A., 1958; with W. A. Browne 
& Co, 307 Winchester House, Old Broad Street, London, 
EC2. 


Jackson, Michael Reginald Aubrey; A.C.A., 1958; with 
Towers & Naismith, 5 John Dalton Street, Manchester, 2. 

Jacquier, Moorby Joseph Peter; A.C.A., 1958; 121 Sher- 
wood Park Road, Mitcham, Surrey. 

Jarvis, Dudley Reginald: A.C. A., 1958; with Jarvis, 
Maxwell Chalmers & Co, 230 Strand, London, WC2. 
Jeacock, David George; A.C.À., 1958; with Haskew, 'T'wist 

& Co, 3 Cherry Street, Birmingham, 2. 

Jefferies, Paul Coningsby; A.C.A., 1958; 82 Nevin Drive, 
Chingford, London, E4. 

Jenkins, Glyn Alfred Lloyd; A.C.A., 1958; 68 Elmdon Lane, 
Marston Green, Warwickshire. 

Jesty, Donald Victor; A.C.A., 1958; with Cooper Brothers 
& Co, 14 George Street, Mansion House, London, EC4. 
Johnson, David; A.C.A., 1958; with Edwin Bradshaw & 

Son, 3 Springfield Street, Warrington. 

Johnson, Keith William, B.4.; A.C.A., 1958; with Deloitte, 
Plender, Griffiths & Co, 5 London Wall Buildings, Fins- 
bury Circus, London, ECa. 

Joiner, Kenneth George; A.C.A., 1958; 22 Bolton Road, 
Harrow, Middlesex. 

Jones, Anthony Peter Beverley; A.C.A., 
Close, Langland, Swansea. 

Jones, Malcolm Edward Garnsey; A.C.A., 1958; 30 Sefton 
Avenue, Mill Hill, London, NW7. 

Jones, Trevor Griffith Llewell | A.C.A., 1958; with 
Citroën & Partners, 82 Portland Place, London, Wi. 

Joy, Raymond; A.C.A., 1958; with Perc rcy Hodgkinson & 
Co, 31 Salem Street, Manor Row, Bradford, 1. 


Kay, Roy Hamilton; A.C.A., 1958; Flat 4, 12 Wimpole 
Street, London Wi. 

Keast, Kenneth Tohn; A.C.A., 1958; 7 Higher Bolenna, 
Perranporth, Cornwall. 

Keele, Stephen Clare Kennedy, B.A; A.C.A., 1958; with 
Cole, Dickin & Hills, 18 Essex Street, Strand, London, 
WC2. 

Keller, Richard Henry; A.C.A., 1958; 15 Prothero Gardens, 
Hendon, London, NW4. 

Kelly, Joseph Francis; A.C.A., 1958; with Forrestal & Co, 
I Newgate Street, Newcastle upon Tyne, r. 

Kemp, Brian Allen; A.C.A., 1958; with Saffery, Sons & Co, 
200 Gresham House, Old Broad Street, London, ECa. 
Kendall, Thomas Joseph; A.C.A., 1958; ‘Elmcroft’, Cob- 

ham Way, East Horsley, near Leatherhead, Surrey. 

Kent, John Beaumont; A.C.A., 1958; 22 Brook Way, 
Chigwell, Essex. 

Key, Christopher John; A.C.A., 
etta Park, Bath. 

Kidd, Reginald Alexander Graeme; A.C.A., 1958; 75 Wood- 
thorpe Drive, Nottingham. 


1958; 3 Beaufort 


1958; ‘Fourwalls’, Henri- 
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Lawler, Michael Rodney; A.C.A., 1958; 432 Victoria 
Avenue, Higher Blackley, Manchester, 9. 

Lawrie, Robert Iain Bell; A.C.A., 1958; 23 Chestnut Avenue, 
Ed e, Middlesex. 

Peter William; A.C.A., 1958; 443 Uxbridge Road, 
Southall, Middlesex. 

Leon, William Rupert Emil Henry; A.C.A., 
Vicarage Farm Road, Hounslow, Middlesex. 

Leveritt, lan Richard; A.C.A., 1958; 368 Wilbraham Road, 
Choriton-cum-Hardy, Manchester, 21. 

Lewis, Richard Leslie Ernest; A.C. A. .„ 1958; with Deloitte; 
Plender, Griffiths & Co, 5 London Wall Buildings, Fins 

ury Circus, London, ÉCa. 
hler, David Arnold; A.C.A., 1958; with Edward 
mas Peirson & Sons, 13 Eaton Road, Coventry. 

Limmer, Gordon John; A.C.A., 1958; with Spain Brothers, 
Dalling & Co, 27 Chapel Road, Worthing, Sussex. 

Lindesay, James Lawson; A.C.A., 1958; 47 Weyhill Road, 
Andover, Hants. 

Linscott, Geoffrey Arnold; A.C.A., 1958; 39 Bycullah Road, 
Enfield, Middlesex. 

Littlewood, John; A.C.A., 1958; 344 Manchester Road, 


Leig 

Lloyd, David Edmund; A.C.A., 1958; K12 Sutton Estate, 
Chelsea, London, SW3. 

Lloyd, John David; A.C.A., 1958; with Wheawil & 
Sudworth, 35 Westgate, Huddersfield. 

Lockett, Dennis Clive; A.C.A., 1958; with Lysons, Haworth 
& Sankey, Midland Bank Buildings, Spring Gardens, 
Manchester, 2. 

Locksley, Francis William Walker; A.C.A., 1958; x Burford 
Avenue, Stockton-on-Tees. 

Loudon, Keith; A.C.A., 1958; with John Gordon, Walton 
& Co, 7 South Parade, Leeds, 1 

Lyon-Maris, Peter David; A C. A. 1958; with Cooper 
Brothers & Co, 14 George Street, Mansion House, 
London, EC4. 


McBride, Denis; A.C.A., 1958; with Harold Titterton & 
Co, 794 Wellington Road South, Stockport, Cheshire. 
Mn William John; A.C.A., 1958; with Limebeer & 

2 Broad Street Place, London, ECa. 

wen Robert Macafee, M.A A.C.A., 1958; with 
Champness, Corderoy, Beesly & Co, 10 St Swithin’s 
Lane, London, ECy. 

McClelland, Michael Thompson Frank; A. Pd 
London ron Appleton, Warrington, Lan 

McColl, Ian Robert; A.C.A., 1958; 53 Pine Hill, Woodcote 
Green, Epsom, Surrey. 

McGilvray, Richard How: A.C.A., 1958; 41 Nevill Road, 
Rottingdean, Brighton, Sussex. 

un John; A.C.A., 1958; 3o Stourcliffe Close, London, 


Magee, Laurence Frederick; A.C.A., 1958; with F. A. 
Magee & Co, Western Chambers, Station Approach, 
Hayes, Middlesex. 

Mann, Rodney David; A. SCH 1958; 38 Beechwood Park, 
Snaresbrook, London, E18 

Manning, Michael Leon; ACA., 1958; 
Drive, Leyton, London, E10 

Marchant, Leon Philip; A.C. A., 1958; 75 Abbotswood 
Gardens, Ilford, Essex. 

Martin, Ian Donald; A.C.A., 1958; ‘Woodside’, New Road, 
Leybourne, West Malling, Kent. 

Martin, Ian Dunlop; A.C.A., 1958; 53 Somersby Gardens, 
Ilford; Essex. 

Martyn, Frank; A.C.A., 1958; 58 Darville Road, Stoke 
Newington, London, N16. 

May, Clive George Doxey; A.C.A., 1958; 73 Cooden Drive, 
Bexhill-on-Sea, Sussex. 

Melbourne, Malcolm; A.C.A., e 1958; 3 Ravenswood Close, 
Havering Park, Romford, Esse 

Melech, Nehemia, B.A.(COM.); ACA., 1958; with J. J. 
Lopian & Co, 11 Peter Street, Manchester, 2. 

Merrett, Alan Joseph; A.C.A., 1958; 105 Westbourne Road, 
Penarth larnorgan. 


1958; 120 


1958; 264 
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Messias, David; A.C.A., 1958; with Rose, Gluck & Co, 14 
Queen Victoria Street, London, 

Miles, Leslie Collins; A.C.A., 1958; The Vicarage Flat, 
Tavistock, Devon. 

Mitchell, Dennis Floyd; A.C.A., 1958; 209 Rochester Road, 
Burham, Rochester, Kent. 

Montgomery, Andrew Geoffrey Charles; A.C.A., 1:958; 
44. Birdhurst Rise, South Croydon, Surrey. 

Morris, Reginald John; A.C.A., 1958; with J. H. Hugill & 
Co, 38 Chancery Lane, London, WCa. 

Moss, Malcolm; A.C.A., 1958; 49 Stanley Street, Luton, 


Murphy, Brendan; A.C.A., 1958; with Martin & Stone, 44 
Brazennose Street, Manchester, 2. 

Murrin, Geoffrey; A.C.A., 1958; with J. C. Graham & 
Spoor, Norham House, New Bridge Street, Newcastle 
upon 'Tyne, 1. 


Nash, Colin Charles; A.C.A., 1958; 5 Normanhurst Man- 
sions, Vera Road, Fulham, London, SW6 

Neate, William Ronald; A.C.A., 1958; 114 Moor Lane, 
Moor Park, Rickmansworth, Herta. 

Nelson, Douglas Ernest; A.C.A., 1958; 12 Harewood Road, 
Preston, Lancs. 

Nicholson, Michael Burrows; A.C.A., 1958; 56A Northgate, 
Wakefield, Yorkshire. 

Noble, Francis Alexander; A.C.A. „» 1958; with Wilson, de 
Zouche & Mackenzie, 468 India Buildings, Liverpool, 3 

North, David James; A.C.A., 1958; with C. D. North & 
Newton, I Brunswick Street, Batley, Yorkshire. 

Nutt, John Allister; A CA. 1958; with Lever, Honeyman . 
& Co, 9 Basinghall Street, London, EC2. 

Nuttall, Geoffrey Ellis; A.C.A., 1958; 53 Victoria Road, 
Cleveleys, Blackpool. 


O'Donnell Anthony; A.C.A., 1958; “Two Ways’, St 
Andrews Road, Blundellsands, Liverpool, 23. 

Ogden, Leslie; A.C.A., 1958; with Turquand, Youngs & 
Co, 19 Coleman Street, London, EC2. 

Owers, Raymond; A.C.A., 1958; with Everett, Morgan & 
Grundy, Bush Lane House, Bush Lane, Cannon Street, 
London, EC4. 


Packer, William Alfred; A.C.A., 1958; 99 Westpole Avenue, 

osters, Barnet, Herts. 

Page, Martin Lewis; A.C. A., 1958; with Harman & Gowen, 

7 Queen Street, Norwich. 

Pa/ker, Collin David; A.C.A., 1958; 165 St Helens Road, 
Hastings, Sussex. 

Parris, John; A.C.A., 1958; 106 Weston Drive, Stanmore, 
Middlesex. 

Parsons, Howard Lewis; A.C.A., 1958; 63 High Street 
South, East Ham, London, E6. 

Patterson, John Richard Spencer; A.C.A., 1958; with 
Farrant, Stott & Golland, 2 Booth Street, Mosley Street, 
Manchester, 2. 

Payne, Keith Ernest; A.C.A., 1958; with Wykes & Co, 24 

riar Lane, Leicester. 

Paynter, Patrick ek ohn; A.C.A., 1958; 74 The Avenue, West 
Wickham, K 

Pearl, Brian Irvin 
house, Plymou 

Pearson, Roger Henry; A.C.A., 1958; 10 School Avenue, 
Thorpe St Andrew, Norwich. 

Pepperall, Brian Robert; A.C.A., 1958; with Barton, 
Mayhew & Co, Alderman's House, Bishopsgate, London, 


EC, 

Pike, Ronald George; A.C.A., 1958; r7 Bingham Road, 
Winton, Bournemouth. 

Pimlott, Kenneth George; A.C.A., 1958; 54 Warren Avenue, | 
Cheadle, Cheshire. ! 

Pins, ee A.C.A., 1958; 14 Stafford Road, South- ` 


sea, Han 

Poyner, David William; A.C.A., 1955; 15 Spearpoint Gar- 
dens, Newbury Park, Ilford, Ess 

Pratt, Alan Percy; À. C.A., 1958; with Stephenson, Smart 
& Co, 69 Wrawby Street, Brigg, Lincolnshire. 


ing A.C.A., 1958; 54 Union Street, Stone- 
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Proctor, George; A.C.A., 1958; 187 Harbottle Street, Byker, 
. Newcastle upon Tyne, 6. 
Pursglove, Dennis Walter; A.C.A., 1958; with Boyce, Welch 
& Co, 3 Piccadilly, Bradford, 1 
Pyne, Raymond Peter; A.C.A., 1958; with Raymond Wells, 
aoe & Co, Lloyds Bank Chambers, East Grinstead, 
ussex 


Qaiser, Pone A.C.A.,.1958; with W. H. Cork, Gully & 
Co, 19 Eastcheap, London, EC3. 


Rabin, Alan Lionel, n.4.; A.C.A., 1958; with Wallace Cash 
& Co, 11 Stanhope Gate, Park Lane, London, Wi. 
ix Patrick John; A. CA., 1958; 660 Fox Hollies Road, 
Green, Birming , 28. 
Rampton, John; A.C.A., 1958; with Fiver, Sutton, Morris 
& Co, 175 Friar Street, Reading. 
Rathbone, Sebastian David, M.A.; A C.A., 1958; “The Elms’, 
Pulborough, Sussex. 
ores Keith; A.C.A., 1958; 36 Sholebroke Place, 
Rawlings, Robin Tan; A.C.A., 1958; 16 Western Road, 
Hednesford, Staffs. 

Reilly, Patrick Leslie; A.C.A., 1958; 4r English Road, 
Shirley, Southampton. 

Renton, Robert John Denis; A.C.A., 1958; 27 Bolton Drive, 
Bradford, 2 

Richards, Peter Elsom; A.C.A., 1958; 23 Addington Road, 
West Wickham, Kent. 

Richardson, Brian Ernest; A.C.A., 1958; 24 Highfield 
Crescent, Hornchurch, Essex. 

Richardson, Eric John; A.C.A., 1958; 152 Boundary Road, 

_ Chatham, Kent. - 

Rickman, Leonard; A.C.A., 1958; 85 Amhurst Park, Stam- 

. ford Hill, London, N16. 

Ridge, (Miss) Mary May; A.C.A., 1958; with Miller, Smith 
& Co, 24 Weymouth Street, London, Wi. 

Ridge, Michael John; ACA., 1958; 18 Thistledene, East 
Molesey, Surrey. 

Riordan, ames Ian Killorn; A.C.A., 1958; with Gérard van 

- de Linde & Son, Chesterfield House, 26/38 Fenchurch 
Street, London, EC3. 

Rippington, E GER A.C.A., 1958; 52 Park Rise, 
Harpenden, H 

Rix, Geoffre Philip; A.C.A., 1958; 21 Hedworth Avenue, 
Waltham Con: Hertfordshire, 

Robinson; Dennis Edwin; A.C.A., 1958; 54 The Wood- 
lands, Southgate, London, pi 

Robson, Alan Lewis; A.C.A., 1958; 96 Elms Crescent, Clap- 
ham Park, London, DWA. 

Rosenthal, Sydney Nn A.C.A., 1958; with I. M. 
Morris & Co, 55 Cross Street, Manchester, 2. 

Roth, Barrie Jeffrey: A.C.A., 1958; 154 Bethune Road, 
Amhurst Park, London, N16. 

Rowe, Bernard, B.A.: A.C.A., 1958; with R. H. Jeffs & Rowe, 
Market Street, Pontypridd. 


Savill, Roger Stewart; A.C.A., 1958; 3 Ashleigh Close, 
Weston-super-Mare, Somerset. 

Savory, John Russell; A.C.A., 1958; 68 De Frene Road, 
Sydenham, London, SE26. 

Scruby, Basil Thomas Richard; A.C.A., 1958; with Spain 
. Brothers & Co, 1 Old Burlington Street, London, Wr. 
Secker, Christopher Paul; A.C.A., 1958; Hr Mayfield 

. Avenue, Dalton, Huddersfield. l 
Shaw, Francis Michael; A.C.A., 1958; “The Laurels’, 
Church Drive, Wentworth, near Rotherham. 
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Shaw, Peter George; A.C.A., 1958; 66 Hilary Avenue, 
Bowring Park, Liverpool, 14. 

Shedel, Bryan Edmund; A.C.A., 1958; 4 Compton Avenue, 
Hutton, Brentwood, Essex. 

Sheldon, Donald; A.C.A., 1958; 53 Mason Street, Coseley, 
near Bilston, Staffs. 

Sherrington, Howard Dudley, LL.B; A.C.A., 1958; with 
Peat, Marwick, Mitchell & Co, 71 King Street, Man- 
chester, 2. 

Sherwood, Kenneth Alan; A.C.A., 1958; 140 Eastcote Road, 


Pinner, Middlesex. 

Shipley, Robert James; A.C.A., 1958; 18 Hollydale Road, 
Oakdale Road, Nottingham. 

Sidbury, David ] ulian; ACA, 1958; 16 Connaught Drive, 
London, NW11. 

Silburn, John Charles; A.C.A., 1958; with Scrutton & 
Goodchild 34 Museum Street, Ipswich. 

Simister, Albert Gerald; A. CA. 4 1958; vin Atkinson, 
Smith & Atkinson, 28 Bond Street, 

Simler, Gerald Joseph; A.C.A., 1958; with Elliott, Adrian, 
Jacobs & Co, 31/32 Haymarke London, SW. 

Singh, Ranbir; A.C.A., 1958; with Sheen & Co, Moorgate 

all, London, ECa. 

Sinnadurai, Vallipuram, 8.8C.; A.C.A., 1958; 58 Gloucester 
Drive, London, NA, 

Skeat, Michael po A.C.A., 1958; with H. W. Vallance 
Lodge & Co, 746 High Road, ‘Tottenham, London, N17. 

Slater, David John Herbert; A.C.A., 1958; Greystone 
Lodge, Sea Walls Road, Sneyd Park, Bristol, 9. 

Smith, Alan Frederick, Deacon A.C.A., 1958; with 
Ern Thurgood & Co, 69 Old Broad Street, London, 


2. 

Smith, Brian Ernest; A.C.A., 1958; with Ford, Bull, Ellis 
& Sales, 1 Verulam Buildings, Gray’s Inn, London, WC1. 

Smith, Graham Hurndall; A.C.A., 1958; 28 Imperial Road, 
Edgerton, Huddersfield. 

Smith, Kenneth Charles; A.C.A., 1958; 69 Walsingham 
Road, Childwall, Liverpool, 16. 

Speirs, Allan Bernard; A.C.A., 1958; with Butler, Viney & 
Childs, 60 St Paul's Churchyard, London, EC4. 

Stanley, Eric William; A.C.A., 1958; with Seymour, Taylor 
= SCH Station Close, Amersham Hill, High Wycombe, 

u 

Stark, William John; A.C.A., 
Helens, Lancashire. 

Stenham, Anthony William Paul, B.a.; A.C.A., 1958; with 
Price Waterhouse & Co, 3 Frederick’s Place, Old Jewry, 
London, ECa. . 

Stimpson, John Mercer; A.C.A., 1958; a4 Benn Street, 
Rugby, Warwickshire. 

Sugden, Roy; A.C.A., 1958; 11 Pembroke Road, Pudsey, 
Yorkshire. 


1958; 112 Albion Street, St 


Sulzbacher, Max; A.C.A., 1958; 4 Sneath Avenue, London, 


NWr: 
Suthers, Gordon; A.C.A., 1958; 177 Hodge Lane, Seédley, ` 
Salford, 6, Lancs. 


Taylor, David Mills; A.C.A., 
Beddington, Croydon. 

Taylor, Stephen Rigby, M.A; A.C.A., 1958; with J. H. 
Cham hampness, Corderoy, Beesly & Co, 10 St Swithin's 
Lane, London, EC4. 

Thomas, Guy David; A.C.A., 1958; 9 Inverness Court, 
Queen’s Drive, London, W3. 

Thomas, Kenneth Michael; A.C.A., » 1958; 40 Totley Brook 
Road, Totley Rise, Sheffield. 


toe 32 Salcott Road, 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines} 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Thomas, Kenneth Stanley, B.A; A.C.A., 1958; 32 Tothill 
Street, Ebbw Vale, Monmouthshire. 

Thompson, Hugh Reginald Patrick; A.C.A., 1958; with 
Stothert & Chap 2A, Wimborne House, Richmond 
Hill, Bournemouth, Hants. 

Thornton, Ronald Derek; A.C.A., 1958; with S. Een 
23 Cross Street, Preston, 

Thurstans, Kenneth John; A.C.A., 1958; with Roland 

baston, Birming- 


dpa Co, 42-46 Hagley Road, 

Tinkler, Tony Neville; A.C.A., 1958; 16 Albert Avenue, 
King’s Lynn, Norfolk. 

Tod, Augustus Norman; A.C.A., 1958; 27 College Road 
North, Great Crosby, Liverpool, 23. 

Todd, George Ellerman; A.C.A. d 1958; 29 Gloucester 
Square, London, W2. 

Tombs, Brian John; A.C.A., 1958; 18 Downside Road, 
Sutton, Surrey. 

'Tooms, Denis Rowan; A.C.A., 1958; 35 Leas Road, Deal, 
Kent. 

Toperoff, (Miss) Fraida Joy; A.C.A., 1958; with T. 
Kingsley Allan, 3 Saville Chambers, North Street, 
Newcastle upon Tyne, 1. 

Truman, Humphrey rout A CA, 1958; 10 Snakes Lane, 
Woodford Green, Essex. 

Turner, Michael Stephen Venn; A.C. A., 1958; with Single- 
ton, Fabian & Co, 65 London Wall, London, EC2. 

Turner, Peter George Alexander; A.C.A., 1958; ‘Sunville’, 
Park Drive, Oswestry. 


van der Borgh, Jonathan; A CA. 
& Tilly, 62 London Wall, London, ECz. 

Vaughan, David Bertram; A.C.A., 1958; 31A Algernon 
Road, Hendon, London, NW4. 

Voigts, Allen Keith; A.C.A., 1958; with Wood, Albery & 

Co, 40/42 Copthall Avenue, London, EC2. 

okins, Trevor William Derek; A.C.A., 1958; 4 Princes 
Square, Hove, 3. 


Waddington, Brian; A.C.A., 1958; with Rawlinson, Greaves 
& Mitchell, 1a Manor Row, Bradford, x. 

Waddington, Clifford Derek; A.C.A., 1958; The Lecture 
Hall, Burley-in-Wharfedale, near Ilkley, Yorks. 

Ward, John Rowlands; A.C.A., 1958; with Clive Gildon & 
Co, 84 Borough Road, Middlesbrough. 

Wa ‘Thomas John; A.C.A., 1958; ‘Five Beeches’, 
Forge Hill, Lydbrook, Gloucestershire. 

Watson, Gerald Thompson, MA: A.C.A., 1958; with Peat, 

Marwick, Mitchell & Co, Queen' 8 Square, Middles- 
brough. 
Waxman, Anthony; A.C.A., 1958; with Garvin, Cantor & 
Co, Ling House, 10/13 Dominion Street, London, EC2. 
Webb, (Miss) Daphne; À. C.A., 1958; ‘Guyscliff’, Hawthorn 
Road, Bognor Regis, Sussex. 

Webb, ‘Thomas Gerald; A.C.A., 1958; with Mp Hanson, 
Bullivant & Co, 90 Deansgate, Man 

Webster, Alan John; A.C.A., 1958; 23 Dunriding Lane, St 
Helens, Lancs. 

Weeramanthri, Kingsley; A.C.A., 1958; with Citroën & 
Partners, 82 Portland 1 Place, London, W1. 

Wells, Allan Anthony; A. C.A., 1958; with Landau, Morley 
& Scott, ad [54. High Holborn, London, WC1. 

Westall, Alan Jackson; A.C.A., 1958; 26 South Road, More- 
cambe and Heysham, Lancashire. 

Western, Michael Ian; A.C.A., 1958; c/o London Central 
Y.M.C.A., 112 Great Russell Street, London, WC, 
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Wheeler, Richard Thomas; A.C.A., 1958; with Cocke, 
Vellacott & Hill, 16 Berkeley Street, London, Wi. 

Whyatt, Lyndon Buchan; A.C.A., 1958; with Kinnersley & 
Shipton, 28 Baldwin Street, Bristol, 1. 

Wickramasinghe, Landege Somasiri Indapala; A.C.A., 1958; 
803 Wandsworth Road, London, SW8. 

Wilkinson, John Peter; A. c. A., 1958; 170 Moulsham Street, 
Chelmsford, Essex. 

Wilkinson, Michael Stanley; A.C.A., 1958; 13 Hillcroft 
Avenue, Purley, Surrey. 

Williams, Colin; A.C.A., 1958; 160 Walsall Road, Bridg- 
town, Cannock, Staffordshire. 

Williams, David Nash, B.A; A.C.A., 1958; with Agar; 
Bates, Neal & Co, 106 Edmund Street, Birmingham, 

Winn, Ralph; A.C.A., 1958; "Woodles', Plymyard Avenue, 
Bromborough, C heshire. 

Wiseman, John Michael; A.C.A., 1958; 10a Wilton Parade, 
High Street, F eltham, Middlesex. 

Wolf, Alan Charlton; A.C.A., 1958; with Thrale C. Martin 
& Hilton, 21 Collingwood Street, Newcastle upon Tyne, r. 

Wood, John Hubert; A.C.A., 1958; with Chipchase, Wood 
& Jacobs, 18 Bentinck Street, London, W1.. 

Woodfine, Neville George; A. C. A. 1958; 19 Dene Grove, 
South Gosforth, Newcastle upon | Tyne, 3- 

Woolf, Howard Ernest; A.C.A., 1958; with James, Woolf & 
Co, 15 Clifford Way, Neasden, London, NW:10. 

Woolf, Peter John; A.C.A., 1958; c/o R. Woolf & Co 
e Ltd, Hayes Bridge, Uxbridge Road, Hayes, 
Mid 

Wratten, Donald Alfred; A.C.A., 1958; 1 Cressida Road, 
London, N19 

Wright, James eg A.C.A., 1958; 18 Hutchinson Road, 
Cleethorpes, Lincs. 

Wrightson, John Childs; A.C.A., 1958; 7 Hawthorn Ter- 

. race, South Bents, Whitburn, near Sunderland. 

Wrigley, John Gordon; A.C.A., 1958; 34 Seymour Road 
South, Clayton, Manchester, 11. 

Youd, Brian Michael Frank; A.C.A., 1958; 28 Otley Drive, 
Ilford, Essex. . 

Young, John Michael; A.C.A., 1958; with Carlill, Burkin- 
shaw & Ferguson, a Parliament Street, Hull. 


(Not in England or Wales) 

Al-Shamri, Abid Majid Hamid, B.A.(EcoN.); A.C.A., 1958; 
c/o K. Al-Azzawi, Whinney, Murray & Co, P.O. Box 108, 
"Baghdad. 

Collis, Edward Terence; A.C.A., 1958; with Deloitte, 
Plender, Griffiths, Annan & Co, 84 Annan House, Fox 
Street, Johannesburg, South Africa. 

Ellson, Peter William, A.C.A., 1958; 40 Claxton Boulevard, 
Toronto, 10, Ontario, Canada. - 

Haqqani, Sayyid Abdul Hameed; A.C.A., 1958; Ashraf 

ge, Begumpet, Hyderabad-Deccan, India. 

ixnadalo. Roger Gaimster; A.C.A. d 1958; c/o Sheffield, 
Hutton & Co, 501/507 Sanderson's Buildings, 75 Presi- 
dent Street, Johannesburg, South Africa. 

Modi, Jamshed Rustom; A.C.A., 1958; 71 Nepean Sea 
Road, Bombay, 6, India. 

Stewart, Colin James; ALA. . 1958; Kiungani Farm, Box 
15; Njoro, -Kenya. 

D Samuel Kobina Bondziquaye; A.C.A., 1958; 
Rs niversity College of Ghana, Achimota, Ghana, West 
Africa, 

Wijayasuriya, Patabendi Muhandiramge Wimalasena; 
A.C.A., 1958; Gonapinuwala, Hikkaduwa, Ceylon. 
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Schedule E and Expenses 


REAT' developments in the field of taxation are the order 

f the day; last year a fantastically complicated Finance 

Act introduced the principle of exempting overseas profits 

from income tax and profits tax; and at present a drastic overhaul 

of the structure of corporate taxation is mooted. In all these 

important considerations it is to be hoped that THE CHANCELLOR 

will not once again overlook in his Budget the claims of perhaps 

the most depressed class of taxpayers, namely, the employees who 

incur expenses in their employment, particularly employees of 

professional standing. The Institute of Taxation is to be con- 

gratulated on issuing a timely reminder on this matter in a new 

memorandum to THE CHANCELLOR, entitled Representations on 
Expenses to be Allowed under Schedule E. 

The present statutory rule for allowing (or rather disallowing) 
expenses for Schedule E purposes has long been recognized 
practically everywhere outside the Inland Revenue as being much 
too harsh, both absolutely and in comparison with the correspond- 
ing rule applied to the computation of profits for Schedule D pur- 
poses. As long ago as 1924 perhaps the most famous of all Revenue 
judges said '. . . the position really is unreasonable'.* 

The rule is couched in tautologously restrictive terms and it 
has always been construed very strictly by the Courts. Now since 
it is an exempting rule, and not a taxing one, this strict construc- 
tion has invariably militated against the unfortunate taxpayer. 
And this is not all. Revenue practice seems in many cases even to 
outdo the Courts in strictness of interpretation. We say ‘in many 
cases’ because the practice is by no means free from anomalies, 
one of which is to be seen in the treatment of travelling expenses. 

The Recorder of a borough who 1s assessed under Schedule E 
on his emoluments, 1s almost invariably a practising barrister 
baving his chambers some distance from the borough. It has been 
established by the House of Lords that he cannot deduct from 
his emoluments the travelling and subsistence expenses which 
he incurs in order to preside at the quarter sessions, because 
these are not incurred ‘in the performance of his duties’ within 
the meaning of the rule.? 

In the words of Viscount CAVE: 

‘A man must eat and sleep somewhere. . . . Normally he per- 
forms these operations in his own home, and if he elects to live 
away from his work so that he must find board and lodging away 


from home, that is by his own choice and not by reason of any 
necessity arising out of his employment; nor does he, as a rule, eat 


1 Ricketts v. Colquhoun (3 A.T.C. 480; 10 T.C. 121). 
‘Ibid. (4 A.T.C. 567; 1o T.C. 134). 
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or sleep in the course of performing his duties, but 
either before or after their performance.’ 
Lorp BLANESBURGH said: 


‘I cannot myself see why the appropriate ex- 
penditure by a Recorder . . . in his own home 
during sessions is not as much wholly, exclusively 
and necessarily expended in the performance of 
the duties as is the cost of the appellant's room at 
-a hotel.’ 

However, these SE pronouncements of 
lords of appeal are by no means universally 
applied by the Inland Revenue. The commercial 
traveller living in London and employed by a 
London firm. who is allotted Scotland (or indeed 
South America) as his territory, is allowed to 
deduct the travelling and living expenses in- 
curred while reaching the scene of his operations. 
The Member of Parliament who chooses to live 


in his constituency can deduct the cost of travel- ` 


ing to London and staying there. 
While such solemn pronouncements can thus 


‘be ignored,.a chance remark of a less exalted ` 


judge can be magnified into a new principle 
which might well have surprised him. In Nolder 
v. Walters (g ATC 251), Row att, J., said: 


€ 


-.5.. when you get a travelling office so that: 


, travelling expenses are allowed, those travelling 

expenses do include the extra expense of living 
. Which is put upon a man by having to stay at 
' hotels". 


On that little word ‘extra’ the Revenue have. 


built a remarkable: practice of deducting from 


allowable expenses a. notional figure based on the - 


expected saving which the Ce effects through 
not living: at homé. 
The Royal Commission on the Taxation of 


Profits and Income, after giving the question of . 
‘Schedule E. expenses the most careful attention, © 


recommended in 1955 that the rule be altered so 
as to allow the deduction of ` 


all expenses reasonably incurred for the appro- 


priate performance of the duties of the office or ` 


employment’. 


‘This eminetitly reasonable recommendation has. 
been widely welcomed. The Institute of Char- - 


tered Accountants in England and Wales was 
among the numerous bodies who supported it. 
Indeed, the Institute gave it a high place in its 
inemorandum on SEN published at this time 
‘last year... . 

- In the face of all this, it is remarkable that THE 
FINANCIAL SECRETARY TO THE TREASURY should 
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stigmatize the word. ‘reasonable’ as admini- 
stratively impossible. The word figures in a great 
many legal definitions, statutory and otherwise, 
and is likely to appeal both to the layman and 
to the bodies of General Commissioners who 
would have the task of applying it. No doubt 
THE FINANCIAL SECRETARY TO THE TREASURY 
relied on official advice in attacking the word 
‘reasonable’; it is to be hoped that the advice did 
not proceed from an instinctive distrust of reason- 
ableness in general, or an inability to PE 
what the word means. 

The Institute of Taxation has put forward a 
suggestion for a new comprehensive rule for 
Schedule E expenses as follows: 


‘If the holder of an office, or employment of 
profit, incurs and defrays out of the emoluments 
thereof, any expense incurred for the efficient. per- 
formance of the duties of that office or employment, 
there may be dedücted from the emoluments to be 
assessed, the expenses so incurred and defrayed. 

‘If the holder of an office, or employment of 
ee incurs or defrays the expense of travelling 

etween the places where two or more offices or 
employments are carried on, or the expenses of 
travelling between any such places and a place 
where a trade, business or profession is carried 
on, there may be deducted from the emoluments 
to be assessed, the expenses so incurred and 
defrayed. 

"Provided that no allowance shall be given under 
this section in respect of travelling to the place of 
exercise of the office or employment, nor any 
expense or part of an expense which relates to 
private or domestic expenditure. In the case of 
any such private or domestic expenditure, the 
Commissioners having jurisdiction in the matter 
shall allow such portion of the expenditure as in 
their opinion properly relates to the efficient per- 
formance of the duties of the said office or em- 
ployment. 

‘Provided also that no allowance shall be given 
under this section in respect of the provision of 
any machinery or plant to be used in the EE 
ance of the duties of an office or employment. 
This proviso shall be without prejudice to any 
rights of claim under Part X of the Income Tax 
Act, 1952.’ 

We have italicized the key words. We feel 
that ‘reasonable’ ought to be retained, and that 
in any case the word ‘efficient’ adds nothing. 
On the other hand, the specific allowances in the 
second paragraph are to be welcomed, provided 
they are expressed to be without prejudice to 
the general rule. The proposal is a useful and 
constructive contribution to the problem. 


* 
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Commercial Arbitration 


REMISSION 
by SPENCER 


HE substantive point at issue in Universal 

Cargo Carriers Corporation v. Citati ([1957] 

2 All E.R. 70; [1957] 3 All E.R. 234 
(C.A.)) was whether or not the breach by the 
charterer of a charter-party agreement entitled the 
owner to treat the agreement as being at an end. 
The case was referred to arbitration and it is 
considered here, not with reference to the sub- 
stantive point, but as an important authority on 
the question whether or not the Court will 
‘accede to an application to remit an award to an 
arbitrator for reconsideration. In view of the 
prominence which arbitration in industry is 
currently receiving, it should, perhaps, be em- 
phasized that the principles with which the Court 
was concerned were principles of commercial, 
as opposed to industrial arbitration. 


Arbitrator’s Findings 


The arbitrator found so far as it was a question of 
fact, and held so far as it was a question of law, 
that the charterer had evinced an intention not to 
perform the charter-party and had thereby 
committed an anticipatory breach of it which the 
owners were entitled to treat and accept as a 
repudiation thereof, which in fact they did. 

The arbitrator gave an interim award in the 
form of a special case under Section 21 (1) (6) of 
the Arbitration Act, 1950, the question of law 
raised on the special case being whether on the 
facts found and on the true construction of the 
charter-party the owners were entitled to treat 
the charter-party as discharged by the charterer’s 
breach on the date when they so treated it, and to 
claim damages. If the Court answered that 
question in the affirmative, the arbitrator awarded 
that the charterer broke the charter-party and 
was liable in damages to the owners, whereas if 
the answer was negative then he awarded that 
the charterer did not break the charter-party and 
was not liable in damages. 

At the hearing of the special case before Devlin, 
J. ([1957] 2 All E.R. 70), the question was 
canvassed whether there had been an anticipatory 
breach. of the charter-party by impossibility. His 
lordship held that the facts found by the arbi- 
‘trator did. not. point so strongly to frustration 
" having:occurred-as to' render that the only i in- 


OF AWARD 
G. MAURICE 


ference which. could properly be drawn from the 
facts, and in the circumstances ordered that the 
case be remitted to -the arbitrator to make a 
further finding of fact whether, at the relevant 
date, the charterer had become disabled from 
performing his part of the contract. His lordship 
referred to the fact that under Section 22 of the 
Arbitration Act the Court has power to remit of 
its own motion without any application being 
made, but pointed out that remission was a step 
which the Court was slow to take because there 
was no merit at all in arbitrations unless awards 
were to be treated, if at all possible, as final 
on the facts. 


Objections to Remission 

The charterer appealed to thé Court of Appeal 
([1957] 3 All E.R. 234), contending that the judge 
ought not to have remitted the case to the 
arbitrator since the point whether the cbarterer 
was willing and able to perform the charter-party 
within such time as would not have frustrated 
the commercial object of thé adventure had not 
been sufficiently taken before him and he had not 
been asked to make the necessary findings of fact 
in respect of it. 

He further contended that the case was not a. 
proper one for the exercise of the judge's dis-. 
cretion, and that he ought not to have granted, as 
he had done, an extension of time in which to 
make the application, the normal time for such 
an application having already expired. The 
hearing in the Court of Áppeal was, therefore, 
entirely concerned with this arbitration point. 


Conflicting Principles 


In the Court of Appeal the leading judgment 
was given by Parker, L.J. (with whom Hodson 
and Ormerod, LL.J., agreed). His lordship 
pointed out that in deciding whether to remit a 
case the Court was faced with two conflicting 
principles. On the one hand an award in the 
form of a special case was intended to be and 
should be regarded as final subject only to the 
point of law raised: that is to say as regards the 
facts it should be considered entirely final. It 
was for the parties before the arbitrator to state 
the question or questions of law which they 
desired to be left to the Court, and, while it was ` 
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for the arbitrator to state the facts, it was for the 
parties to ensure that, so far as possible, the 
relevant facts were found. 

It was, of course, open to the parties to state 
to the arbitrator the facts on which they desired 
findings, and if he failed to make them they had 
six weeks under the Order in which to peruse 


the award and to apply for remission if they^ 


thought it necessary. Once the relevant facts 
were found the parties could argue such of the 


points of law left to the decision of the Court. 


as were open to them on those findings. But, as 
his lordship pointed out, a rigid application of this 
principle would involve that in no case would it 
be open to the Court on the hearing of the special 
case to remit the case for further finding, either 
of its own volition or on the application of one 
of the parties. - 


Court must be able to do Justice : . 
On the other hand, there was the principle that 
the Court before which the case came for argu- 
ment must be able to do justice between the 


parties, and should not be hamperéd by firidings: 


which in its view of the law were insufficient. His 


lordship. spoke of the difficulty in ‘which the” 


Court may find itself in view of the impossibility 
of drawing a hard and fast line between fact and 


law, and in this connection referred to Ben Line 


Steamers Lid v. Compagnie Optorg of Saigon 
([1937] 42 Com. Cas. 295,300). . | 

In that case, Lord Wright, M.R., had con- 
sidered this difficulty and taken the view that the 


general statutory power of remission was appli- 


cable thereto, and had pointed out that when, in 
such a case, the Court had required tbe arbitrator 


to hear further evidence, it had not done so to. 


oblige the parties or either of them, but in the 
interests of justice in order to enable the Court 
to carry out the duty which was imposed upon 
it when an award in the form of a special case 
came up for its decision. 


Judge's Statutory Discretion 
It was, said Parker, L.J., in deciding to which of 
these two principles to give effect in a particular 
case that the judge had a statutory discretion 


under.Section 22 (1) of the Arbitration Act, 1950. 


On the face of the provision the exercise of the 
discretion was wholly unfettered and must depend 
on the exact facts of.each case, but his lordship 
instanced a case in which a party was seeking to 
raise for the first time an argument which, though 


open to him on the question of law left to the- 
Court, was never taken before the arbitrator,- 
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and in which the arbitrator was never asked to 
find the relevant facts: in such case the Court 
would almost certainly refuse to remit the case, 
more especially when the six weeks for perusing 
the award had expired. 

On the question of delay, his lordship took 
the view that, provided that an applicant could 
show a strong case on the merits indicating a 
really definite issue for consideration and could 
also explain the delay, there was no reason why. 
the time should not be extended, though stringent. 
terms as to costs might be imposed. In.taking 
this view his lordship was applying a dictum of 
Scott, L.J., in Temple Steamship Co Lid v. 
y/o Soufrackt e 76 Lioyd’s SE 35, 36). 


Grounds for Remission ` 


His lordship did not.agree that the only grounds 
upon which a casé may be remitted were those 
stated in Montgomery; Jones & Co v. Liebenthal 
& Co ([1898] 78 L.T. 406), namely, (1) that the 
award. was bad on the face of it; (2) that there 
had been misconduct on the part of the arbitrator; 

(3) that there had been an admitted mistake and 
the arbitrator himself had asked that the matter 
be remitted; and (4) that additional evidence 
had been discovered after the making of the 
award. Those four grounds his lordship preferred 
to treat merely as guides to the exercise of 
discretion. In so doing his lordship applied the. 
dictum of Moulton, L.J., in Re Baxters v. 
Midland. Railway Co ([1906] 95 L.T. 20, 23). 

Parker, L.J., distinguished, between the case 
when an award was strictly final and when it was 
in the form of a special case. In the former case, 
as he pointed out, remission usually arises as an 
alternative to setting aside: in those cases the 
discretion would not be readily exercised, and 
indeed it might well be that its exercise should 
be confined strictly to specific grounds. But when 
there was a special case different considerations 
arose, since the award was not strictly final, the 
question of law being left to the Court, and in 
such a case the Court must have power to remit. 
of its own volition if justice could not otherwise 
be done. 

It followed that in those cases s the discretion 
of the Court was wholly unfettered. His lordship- 
dismissed the argument that, even if the Court 
had an unfettered discretion to remit of its own 
volition, where the remission was on the applica- 
tion of a party the principles referred to in 
Montgomery, Tones & Co v. Liebenthal & Co 
applied. Accordingly the Court EE dis-. 
missed the SES ER l 
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African. Commentary VI - 


by ROBERT. ELLMER, M.A. (Cantab. ID A. C A. AGI. S. 


Senior Lecturer in Accountancy and Statistics, Royal Technical College of East Africa 
| Nairobi, kenya; | 


Investors' Faith in Kenya 

HE Registrar-General of Kenya, Mr D. J. 

Coward, in a report to the East African 

Standard, states that the continued in- 
crease in company and business registrations in 
Kenya in 1957 proves that foreign and. local 
investors are showing confidence i in the ee 8 
future. He commented: | : 


‘There is a feeling i in some quarters dt there 
is a recession in Kenya. The figures for 1957 
indicate that this feeling is quite ‘unjustified. , 


Mr ‘Coward said that in 1956 there were 
slightly more than 17,000 registered limited com- 
panies and unincorporated firms. Last year this 
figure increased by nearly 2,000, which included 
a number of foreign concerns SES branches 
in the colony. 

Apart from the marked increase in the registra- 
tion of new companies and firms there was also 
the registration of a number of new banks during 
1957. "That is surely a strong indication of what 
financiers think: of- E s future,’ said Mr 
Coward. 

Regarding failures, Mr Coward stated that i in 
1957 there were eighty-three bankruptcies, and 
thirteen companies. went into. liquidation, in- 
creases of fourteen and five over 1956. Taking the 
‘building contractor’s activities as an index of 
stability, Mr Coward observed: 


"As far as we can see, there is no falling off in 
the building industry, which would be Mey aoe 
during a recession.’ 


, Exchange "Control Reinstituted in 
South ca 
As eer in Digest of South African Affairs, 
South Africa, as a result of the rise in the Bank 
rate in Britain from. 5 to 7 per cent, has re- 
instituted exchange control although no increase 
in the South African Bank rate has been made. 
Speaking on the subject in New York, Mr 
J..F. T. Naude, South Africa's Minister of 
. Finance, stated that conditions in the Unión are 
| entirely different from those i in Britain and còn- 
tinued: E nui 


"We shall continue to keep an ege on the position, 

and, meanwhile, we have' decided to reintroduce 

. the control over capital transfers by South Africa 
. tossterling area countries, which was withdrawn in 


. .February-when the British Bank rate was reduced 
^ from 5$ to 5 per cent." s 


.' The control measüres, which. were reintro- 


duced on September 23rd, 1957, concern transfers 
of money for investments, but not for trade, and 
compel investors who are resident in South 
Africa to invest their inoney either in the Union, 


‘or in. South African shares on Che London Stock 


Exchange. "These measures-are identical to those 


imposed in February 1956, and lifted in February 
1957. The Reserve Bank then fixed transfers at a 
limit of. {10,000. Individuals and businesses 
whose investments in holdings in the sterling 
area outside the Union aggregated less than 


{10,000 were not affected in ‘any. way — and will 


not be affected.now - unless and until ‘their total 


holdings exceed £10,000. Those whose invest- 
ments and holdings. abroad amounted to more 
than {10,000 could also be exempt if they could 
convince the Reserve Bank that they were not 
sending their money outside the Union guy $0 
that puse interest could accrue. 


Privy Council upholds Tanganyika 
Tax Appeal. 


‘As reported in The East EN Standard, the 


Judicial Committee of the Privy Council in 
London has upheld an appeal by the Tanganyika 
Commissioner of Income Tax against a judgment 
of the Court of Appeal for Eastern Africa in 


favour of Williamson Diamonds Ltd, which had 


disputed an'assessment of 49/740 for m 195% 
income year. 

The Commissioner had deemed this sum to 
have been distributed to Williamson Diamonds 
Ltd, as dividends in respect of its shareholding 
in Buhemba Mines Ltd. 

The decision was made under the Income 'l'ax 


(Consolidation) Ordinance, 1950, which: allows 


the Commissioner, when assessing the income of 


‘shareholders. of a company, to regard, ‘under 
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certain conditions, undistributed profits of a 
company as having been distributed as divi- 
dends. 

It was stated that Williamson Diamonds Ltd 
had a large holding in the shares of the Buhemba 


Mines, which declared no dividends for the year. 


ending December 31st, 1950. The total income 
for income tax purposes was £38,160, and the 
Commissioner made an order under that section 
that 60 per cent of this sum, namely, £22,896, 
should be regarded for tax purposes as having 
been distributed to Williamson Diamonds Ltd, 
and other shareholders. The Commissioner had 
to decide whether or not 'he was satisfied that 
having regard to losses previously incurred by 
the company, or to the smallness of the profits 
made, the payment of a dividend would be 
unreasonable’. 


` The Price of Gold 

Writing in a Fact Paper issued by the Digest of 
South African Affairs, Prof. H. W. J. Wijnholds, 
Professor of Commerce, Money, and Banking, at 
the University of Pretoria, discusses the purely 
theoretical side of the problem of the price of 
gold. He comes to the conclusion that contrary 
to the arguments of several opponents of an 
increase in the price of gold, gold is neither a 
‘yardstick’ of value, nor ‘a reliable anchor’. ‘There 
is, therefore, no argument for an unalterable price 
of gold. It should be changed as circumstances 
require. 

The main theme of Prof. Wijnhold’s a guten 
is that the value of any commodity which 
ultimately acquires the characteristics of general 
acceptability has an enhanced value as a measure 
of that acceptability. 

‘This means’, he states, ‘that the price of gold, 

expressed in other commodities, must be attributed, 
to a great extent, to the property of gold as a 
medium of exchange or money. I am of the opinion 
that present circumstances demand a revision of 
the price of gold. The rise in prices of commodities 
has made gold relatively scarce, and for this reason 
it. cannot play the role in international payments 
that it is supposed to play.’ 


Consent Refused for Capital Reduction 
Scheme 


In Ex parte Seafoods Successors Ltd, a scheme of 


reduction was proposed by which the company’s ` 


issued capital. was to be reduced from £35,000 
(consisting of £35,000 shares of a nominal value 
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of fi each) to {£12,000 (consisting of 12,000 
shares of a nominal value of £1 each) by refunding 
to the holders of shares numbered 12,001 to 
35,000 the sum of {£1 per share, and that the 
23,000 shares thus affected were to be treated as 
unissued, so that the nominal capital of the com- 
pany was to remain at £35,000, divided into 
35,000 shares of {1 each, with 12,000 shares 
issued and fully paid up. 

The Court refused the application. Following 
Ex parte Witwatersrand Board of Executors Build- 
ing Soctety and Trust Co Ltd (and Reduced) (1926), 
it was held that every reduction of capital must 
reduce the nominal capital, and that shares which 
are repaid in full to the holders niust be cancelled. 
Attention was drawn in this connection to the 
fact that whereas special provision exists in the 
South African Companies Act whereby deben- 
tures which have been redeemed may be kept 
alive for the purpose of reissue (Section 93), no 
such provision exists in the case where the whole 


of a fully-paid share has been repaid. 


Economic Conditions in Uganda 
Developments in the post-war years in Uganda 
are surveyed in a pamphlet entitled Background to 
the Budget. ‘The salient features of the report are 
covered by the following passages: 


‘The Uganda -Development Corporation has 
greatly helped the process of expansion by enter- 
ing into partnership with private enterprise. 
Whereas immediately after the war; Uganda im- 
ported all its cement, the capacity of the Uganda 
cement industry at Tororo has recently been raised 
to 150,000 tons a year, enough to meet the whole 

of Uganda’s requirements with ‘a surplus for 
export. E 2 

“The Nyanza Textile Factory at Jinja came into 
operation last year, and.is expected to produce 
some ten million yards of cloth, worth £1 million 
annually by 1958. 

‘The £8 million copper and cobalt mine at 
Kilembe is now in production, and on the basis 
of present prices, it is estimated that production 
of copper alone should reach an annual rate of 
£2 million by the end of 1958. 

“The role of small businesses must not be for- 
gotten in this process of building up the country’s 
wealth. In 1949-55, well over £500,000 was spent 
on imports of sewing machines alone, most of 

. which ^ represent. the building up of a tailoring 
industry, comprising a very large number of units, 
too small to be included in the labour enumerations.' 
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Taxation of German Pensions 


by MAX ENGLARD, B.A., LL.B. 


ANY victims of Nazi persecution who 
succeeded in escaping to the United 
Kingdom now receive pensions under 
the restitution laws passed. by the Federal Re- 
public of Germany to compensate them for loss 
of employment or their former professional 
activities. It is the practice of the Inland Revenue 
to assess these payments on the remittance basis 
under Case V of Schedule D. 

In this connection, Article IX (1) of the Double 
‘Taxation Relief Convention with the Federal 
Republic of Germany (S.I. 1955, No. 1203) may 
have a considerable bearing on the question of 
Jiability. It reads as follows: 

‘Remuneration, including pensions, paid, in 
respect of present or past services or work, out of 
public funds of one of the Contracting Parties 
shall be exempt from tax in the territory of the 
other Contracting Party, unless the individual 

. concerned is a national of that other Party without 
- being also a national of the first-mentioned Party.' 


Non-British Subjects 


It. thus appears that, prima facie, pensions for 
‘past services or work' paid by the Federal 
Republic of Germany to non-British subjects 
(including Stateless persons) are covered by 
Article IX (x) and are thus exempt from United 
Kingdom tax. Some Inspectors take the view 
that the article only applies to remuneration or 
pensions paid to present or former Civil Servants 
or employees of one of the contracting parties, 
but not to other persons. This view does not 
seem to be borne out by the wording of the article, 
which does not in any way limit the words 
"present or past services or work' so as to restrict 
them to government employees only. 

The pensions under consideration are paid 
out of public funds and are expressed to be paid 
as compensation “in respect of past services or 
work' and, therefore, in the absence of any pro- 
vision to the contrary, include pensions to non- 
government employees. It has often been said 
: on highest authority that a subject can only be 
charged to tax if he is clearly within the charging 
section; similarly, it: may be argued, that he 
cannot be deprived of the benefit accruing to 
_ him under an exemption clause, unless the word- 
i ing of the clause warrants it. © 


This issue having only arisen recently | has — as 


far as the writer is aware — not yet been decided 
in Court. 
l British Subjects 

It is also clear that British subjects who are not 
at the same time German subjects do not fall 
within the exemption clause. This leads one to 
the third group: those of dual nationality, both 
British and German. 

Many of those receiving pensions came over 
to the United Kingdom before the last war, or 
shortly after the war, and have by now acquired 
British nationality. It is generally though wrongly 
assumed that by becoming naturalized they auto- 
matically lost their original nationality. An 
examination of the authorities does not bear out 
this view. Both England and Germany recognize 
dual nationality. There. is ño provision in the 
British Nationality Act, 1948, depriving persons 
automatically on naturalization of their original 
nationality nor requiring them to renounce the 
latter. 

It is true the Nazi Gg passed a decree. 
dated November 25th, 1941, depriving Jews 
residing abroad of their German nationality. 
This decree has not been revoked, provision 
having been made for reacquiring German. 
nationality by those desirous to do so by indi- 
vidual application to the German authorities 
through the German Embassy. Quite under- 
standably only very few may desire to take 
advantage of these facilities and apply . for 
German nationality. But this does not seem to 
be necessary. In Loewenthal and Others o. Attorney- 
General ([1948] 1 All E.R. 295), where the 
validity of the decree of November 25th, 1941, 
was in issue, it was held that a person ex- 
patriated by that decree retains, as far as English 
law is concerned, German nationality. 

The question of nationality in Article IX has 
to be interpreted according to English law (see 
Article II (3) of the Double Taxation Conven- 
tion). It thus appears that unless German 
nationality has been validly renounced the person 
naturalized holds, so far as English law is con- 
cerned, both German and British nationality and 
is thus, in appropriate cases, covered by Article 
IX (1) without having to apply — what for many 
would be an odious process — for reacquisition 
of German nationality. . 

Romer, J., in his jucgnienta in.the Loewenthal 
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case, gives as one of the reasons for not recogniz- 
ing the German decree of November 1941, that 
it was passed by an enemy country in wartime. 
Whether the same applies to individual expatria- 
tions on racial grounds based on decrees passed 
between 1933 and the outbreak of war remains 
open, although there is authority for the general 
principle that English law (on the grounds of 
natural justice) would not recognize any penal 
legislation passed by another country on racial 
or similar grounds. It is clear that the decree of 
November 1941, which covers the majority of 
cases, is not recognized by English law. Thus, 
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any pension covered by Article IX of the Double 
Taxation Convention should be exempt from tax 
in this country. 

It will, of course, be appreciated that Article 
IX only covers certain types of - but by no 
means all - pensions payable under the German 
restitution law. The matter is further compli- 
cated by the fact that there is as yet no authority 
on this point; yet in some instances, persons in 
receipt of pensions have not been assessed to 
United Kingdom tax. The position certainly 
warrants an examination in many individual 
cases. 


Incorporation For Professional Firms 


Possibilities, Uses and Practical Considerations Involved 


' by P. M. CHRISTOPHERSON and J. W. MAYO 


tion of professional firms has become an issue 

which is attracting interest and a good deal of 
speculation, we would like, first of all, to recall certain 
events which occurred in the year 1937. 

Nineteen hundred and thirty-seven was two years 
before Hitler’s war; Mr Neville Chamberlain was 
Chancellor of the Exchequer; the standard rate of 
income tax was 5s in the pound, and the Budget of 
that year was noteworthy for the imposition of the 
special and ‘temporary’ tax called ‘the national defence 
contribution’, We take this as our starting-point 
primarily because the imposition of the national 
defence contribution may be said to mark the start 
of wartime taxation which has been with us to this 
day, and has completely altered the relative pros- 
perity of the professional classes. 


N a start to the question why it is that incorpora- 


Exemptions of Professions from Charge 
to N.D.C. 


The charge to N.D.C. was, broadly speaking, levied 
on all trades and businesses of any description 
carried on in the: United Kingdom by persons 
ordinarily resident there. However, in framing the 
legislation Parliament saw fit to exclude the profes- 
sions from this new tax by enacting that: 

“The carrying on of a profession by an individual 
or by individuals in partnership shall no? be deemed 
to be the carrying on of a trade or business . . . if 
the profits of the profession are dependent wholly 
or mainly on his or their personal qualifications. 


This article was the subject of a joint address given to the 
London and District Society of Chartered Accountants on 
January 28th, 1958. 


‘Provided that for the purpose of this subsection 
the expression "profession" does not include any 
business consisting wholly or mainly in the making 
of contracts on behalf of other persons or the giving 
to other persons of advice of a commercial nature 1n 
connection with the making of contracts." 

We quote this subsection for two reasons. First, in 
a back-handed and negative way it gives us a defini- 
tion of what constitutes a profession, t that is to say, 
it is not a trade or business and d ts a profession if 
the profits are wholly or mainly dependent on the 
personal qualifications of the person carrying it on. 
Secondly, the proviso to the subsection restricted 
the exemption from N.D.C. and withheld it from 
any business 'consisting wholly or mainly in the 
making of contracts on behalf of other persons or the 
giving of advice in connection with the making of 
contracts’, As a result of the exclusion, firms of 
brokers and jobbers on the Stock Exchange were 
liable to N.D.C., and it may well be that it was 
because of this exclusion that the Stock Exchange 
took the lead in experimenting and in pioneering the 
formation of companies to conduct their businesses 
either wholly through the medium of unlimited 
liability companies, or in part (and this is a much 
more recent development) through the formation. of 
what are known as service companies which, under 
the rules of the Stock Exchange, must also be un- 
limited. We shall come back to the nature and form 
of these experiments later on. 

At all events, in 1937 the idea of carrying on pro- 
fessional practices as corporate entities was not in any 
way a live issue and would have run counter to the 
accepted conceptions and beliefs zd those days. 


1 Section 19 (3), Finance Act, 1937. 
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What is it then that has brought about the change 
in outlook? 


Effect of Wartime Taxation on Professions . 


The immunity of the professions from the incidence 
of wartime taxation was short-lived, for, with the 
outbreak of war in 1939, they became subject to the 
fuli blast of a standard rate income tax which, in 
1941, soared to ros in the pound, and, in addition, 
their profits were subjected to surtax at penal rates. 
Admtittedly, they were still spared the rigours of the 
excess profits tax, but the effect of income tax and 
surtax at such greatly increased rates blew sky-high 
the old idea that out of his share of taxed profits a 
partner of a professional firm could pei his 
share of the capital requirements of his which, 
with progressive inflation, has become so much 
more onerous; (b) make any adequate provision for 
his retirement; (c) pay for his share of goodwill on 
admission as & partner, or discharge his obligation 
to his senior partners for goodwill on their retire- 
ments; and (d) maintain the standard of living for 
himself and his family expected of a professional 
man. The conception that the professions would 
always remain open to those who acquired the neces- 
sary personal qualifications was made to look 
ridiculous in the face of this fourfold burden, and 
the possession of private means was likely to become 
the most important factor in choosing partners. 

Whilst the war was in progress nothing could be 
done to remedy the situation and everybody was in 
the same plight. It is small wonder, however, that as 
soon as hostilities were over and governing bodies 
had taken stock of the position, they became seriously 
‘alarmed whether the independent professions, and 
all that they stood for, could survive unless action 
was taken swiftly to bring a measure of relief from 
the burdens and obligations falling upon their 
members. The risk that the flow of entrants to the 
professions would dry up and that the younger 
generation would feel it wiser to seek pensionable 
jobs in industry rather than court the financial 
hazards of independent practice (with no pension 
security and with capital obligations hanging over 
their heads) was self-evident, 

So it was that early in 1949 the Council of The 
Institute of Chartered Accountants in England and 
Wales and the Council of the Law Society submitted 
a joint memorandum to Sir Stafford Cripps, then 
Chancellor of the Exchequer, putting forward the 
first of many pleas for the alleviation of the tax 
burden on professional firms. 

This was in many ways a notable document be- 
cause it, was largely as the result of the representa- 
tions made in it that the second Millard "Tucker 
Committee was appointed by the Chancellor to make 
a comprehensive review of retirement benefits and 
‘pensions, including pensions for the self-employed. 

Apart.from the demand that professional men 
should be allowed to make reasonable provision out 


of profits for retirement, the memorandum also. 
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tackled the problems of the provision of capital and 
goodwill and suggested that these problems might be 
eased if the law was altered so as to permit, as a 
-deduction from taxable profits, premiums of a reason- 
able amount in relation to such profits, in respect of 
endowment assurances up to a sum equivalent to the 
capital commitments of incoming and junior partners. 
It was contemplated that such assurance policies 
would be used as approved security for loans to 
provide the required capital. This suggestion was 
also put forward by the Institute as a recommenda- 
tion to the first Millard Tucker Committee appointed 
to advise on the taxation of trading profits, 


Submission to Royal Commission 


The Council of the Law Society, for their part, also 
kept up the pressure both in connection with retire- 
ment benefits and for some solution to be found to 
deal with the provision of capital. They put forward 
a detailed acheme to the Royal Commission on the 
Taxation of Profits and Income, the basis of which 
was that in so far as a firm could establish that it 
required capital to finance its practice, then there 
should be a deferment of income tax and exemption 
from surtax on the amount so required, subject to 
proper safeguards to protect the Revenue and to 
avoid abuses, 

All these representations entailed an immense 
amount of labour for the governing bodies concerned, 
and it was, indeed, in the words of the Duke of 
Wellington, ‘hard pounding’. So far as provision 
for retirement benefits is concerned, success has in 
very large measure now been achieved. It was neces- 
sary to wait until the 1956 Finance Act for the neces- 
sary legislation to be passed,! but both the Institute 
and the Law Society have now established retirement 
benefits schemes for their members, and other profes- 
sions have followed suit. 

Despite this advance, the independent professions 
are still left with the problem of finding the capital 
to run their practices, and until it is solved their 
health remains suspect. Although recognizing the 
force of the case put to them, the appeals to the 
Royal Commission failed to melt their hearts and 
they turned down the suggestions made for special 
tax reliefs for the professions in order to meet capital 
requirements. The reasons for the rejection were 
based on two main grounds: 

(1) Special tax treatment of ünindorporated busi- 
nesses should only be conceded at best, to those 
businesses clearly debarred from adopting the 
corporate form; and 

(ii) The lines of such special treatment would have 
to be so drawn that, in effect, the tax conse- 
quences that would follow from incorporation 
must be accepted in place of the tax consequences 
of operating as individuals or partnerships. This 
last consideration ruled out schemes involving 
exemption from or deferment of income tax on 
amounts which would not be regarded as de- 
ductible expenses for tax purposes to a company. 


1 Sections 32 and 23, Finance Act, 1956. 
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"The Royal Commission admitted that one inroad 
into these principles had been made in the case of 
Lloyd's underwriters. By the Finance Act of 1949 a 
measure of surtax relief on amounts appropriated 
from profits to 'special reserve funds', within defined 
limits, was granted to underwriters at Lloyd's.! This 
relief was allowed to underwriters, having regard to 
the international and special nature of Lloyd's under- 
writing business and to the fact that the exposure of 
underwriters from time to time to very heavy loss 
claims made the building up and retention of Prope 
reserves a necessity of their business. 


The Royal Commission's Views on 
Incorporation 


The Royal Commission then indicated that it was 
incumbent upon the professions themselves to put 
their houses in order by amending their constitutions 
so. that their members could, if they so desired, carry 
on their practices in corporate form. This is what 
T said on the point: 

‘It seems impossible to find any firm ground upon 
which to draw the line that defines those who are 
debarred from conducting business in the corporate 
form. The prohibition has different origins in 

. different cases and the binding nature of the pro- 
hibition varies accordingly. It may be imposed by 
long-standing professional etiquette, as in the case 
of barristers and solicitors, or by the bye-laws of 
the governing professional body, as in the case of 
auctioneers, surveyors and veterinary surgeons, or, 

- possibly, by Act of Parliament, though our inquiries 

did not bring to light such a case. It is evident that 

a number of professions do impose such a ban by 

internal regulation as a matter of their members’ 

good professional conduct, though there seems to be 
no clear distinction in principle between those that 
do and those that do not. We readily assume that, 
where such a provision is imposed, its justification 
is- tbe public interest; but, even so, the situation is 

' the product of internal regulation by the governing 
body and it does not follow that, as times change, 
uch regulations may not have to be adjusted to 

` meet the change, even though the adjustment may 
mean the abandonment of a conception that seemed 
unchallengeable in times of less heavy personal 
taxation. But for our purpose the result is that. it 
is not easy to treat anyone as debarred from 

on his business in corporate form unless the ban is 

imposed by the law of the land itself.'* ” 

It will be noted that, whilst the Royal Commission 
refer specifically to barristers, solicitors, auctioneers, 
surveyors and veterinary surgeons, no mention is 
made of doctors, architects and accountants. The 
omission of doctors was no doubt due to the fact they 
had already become the subjects of one. of the first 
major take-over bids by the State and, in any event, 
their vocation is of such an individual nature that 
they do not, in general, employ staffs to do their 
work, but have to do it themselves. 


1 Section 50, Finance Act, 1949. 
* Paragraph.627. Final Report of the Royal Commission on 
the Taxation of Profits and Income. (Cmd. 9474.) 
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But what of architects and accountants? They 
employ staffs; they require office premises and all 
the paraphernalia which is needed to run an office; 
they have heavy overhead expenses which have to 
be financed by the provision of capital pending the 
receipt of fees from their clients. To a large extent 
their practices have been built up on the system of 
payments for goodwill made between incoming and 
outgoing partners. Does the ban on incorporation, 
which the Royal Commission have suggested 
originates from considerations of professional eti- 
quette, extend to them as well, and are the Royal 
Commission right in saying that it is simply a matter 
of professional etiquette? 

These are all very difficult questions, but so far 
as members of the Royal Institute of Architects are 
concerned, it appears that their professional code 


does not permit them to carry on their practices in 


the form of limited liability companies nor may they 
do any act which may have the effect of avoiding 
their responsibilities to their clients. On the other 
hand, there does not appear to be any objection to 
an architect carrying on his practice in the form of an 
unlimited liability company. 


. Fundamental Rule 
As to chartered accountants, the Royal Charter of 
The Institute of Chartered Accountants in England 
and Wales contains a fundamental rule which is as 
follows: 
‘Rule 20 (2). A peas in practice shall not 
directly or indirectly allow or agree to allow of 
participation by any person other than a public 
accountant or a person in the regular employment 
. of the member in the profits of his (the member's) 
'professional work without the consent of the client 
of such member or of the person fixing his re- 
. muneration.' 
` [Note: A proviso to the rule makes it clear that the 
application of profits in the form of payments to 
retired partners or to the widows or dependants of 
deceased partners is not an infringement of the rule.] 

This fundamental rule accordingly prohibits a 
practising member of the Institute from sharing. 
profits with any-person other than a public accountant 
or a regular employee of the member. The word 

‘person’ must, it seems, be construed as covering a 

corporate body, and if such a construction is right, 
then it would appear that there is a difficulty to be 
surmounted. Nevertheless, the rule does not pro- 
hibit participation in the profits of a practising char- 
tered accountant by a person tn the regular employ- 
ment of a firm. Therefore, it can at. least be strongly 
argued that if a firm of chartered accountants decided 
to incorporate a service company in order to provide 
itself with the wherewithal to carry on its practice — 
viz. staff, office premises, furniture and equipment — 
atid chose to remunerate the service’ company by 
means of a participation in profits or a fee for its 
services, then there would be no infringement of the 
fundamental rule because the service company would. 
be in the one employment of the firm, ` 
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Secondly, the Council of the Institute issued a 


statement to its members in 1945 -which was as. 


follows: 


^. "The Council has had under consideration the 
question of the formation by members of the 

. Institute of companies which take power to act as 
executors and/or trustees, and is of the opinion that 
provided such company complies with the require- 
ments of any statute relating to these matters, there 
is no professional reason why a member or firm 
should not form such a company provided: 

(i) that such company is not used by way of 
advertisement or otherwise as a means of 
attracting business; and 

(ii) that such company is not identifiable by name 
with any member or firm. 
'The Council, however, wish to remind Herbes 
that they may not do, under the guise of a company, 
what they are not allowed to do as individuals.’ 


Whilst this statement in its terms only refers to 
companies formed with the object of acting as 
executors and trustees, we understand that com- 
panies have been formed to perform other activities 
and work frequently undertaken by chartered 
accountants in the course of their practices. These 
activities include the provision of secretarial and 
. registration services, and management accountancy 
work. It is not considered that thére is anything 
improper in allowing firms to arrange for such work 
to be performed by a company provided the two con- 
ditions mentioned in the Council's statement are 
observed. Zu 


Possibilities of Incorporation: 


We may now attempt an answer to the first of the 
questions raised in this address — namely, the possi- 
bilities of incorporation for professional firms, Our 
conclusions can broadly be summarized as follows: 


(1) As matters stand today, the rules of almost all 
professional bodies preclude their members from 
carrying on their practices as companies with 
limited liability, and the basis of the prohibition 
is primarily that in the public interest it is a 
condition of membership of a profession that 
there must be no sharing or participation of 
profits with persons who are not members, and 
that the personal responsibility to clients of a 
person who practises the profession should 
always’ exist. Membership of a professional 
body is, therefore, confined to individuals who 
have acquired the necessary personal qualifica- 

Gong and by the very nature of this conception 

.it is not open to corporate bodies to qualify for 
membership. . .. 

' (2) In the case of certain professions, corporate 
membership is permitted subject to suitable 
safeguards imposed by the governing body con- 
cerned, which generally take the form of making 

"it a condition that the company shall be an 

" "unlimited ong, and of confining the ‘holding of 
shares in the company to qualified practitioners, 
all of whom undertake full personal liability Tor 
the company's. debts and obligations. - 


. 
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(3) The Royal Commission's view that by..suitable 
amendment of constitutions or by relaxation of 
rules concerning professional etiquette it is 
open to all professions to allow their members 
to practise as corporate bodies, seems to us to be 
an over-simplification of the problem. The 
amendment of ‘constitutions and rules is no 
simple matter. It almost certainly needs not 
only the consent of a substantial proportion of 
the members of a profession, but in many cases 
also.the sanction of an outside authority such 
as, for example, the Privy Council. So far as 
solicitors are concerned, we think that the Royal 
Commission failed to appreciate that by reason 
of the legislation concerning solicitors it is, to 
say the least, very doubtful, if they could in fact 
carry on practice through an unlimited com- 
pany, without first securing the passing . of 
legislation. ; 

(4) If, however, professional firms so I their 
affairs that they do not seek to carry on their 
practices in corporate form, but. merely take 
steps to form companies either to undertake 
specialized services for clients distinct from their 
main professional activities or to provide them- 
selves with essential services — staff, offices and 
equipment — for which services reasonable: re- 
muneration is paid out of the firm’s profits, 
then such arrangements do not appear to conflict 
with the rules and bye-laws of governing bodies 
nor to infringe professional etiquette. Even so, 
it may well be that if the movement in this 
direction gathers momentum, then the govern- 
ing bodies of some of the professions will feel 
that there is a risk of a lowering of professional 
discipline and conduct, and like the Council of 
the Stock Exchange, London, will require that 
such companies should only be incorporated 
with unlimited liability and with their member- 
ships restricted to qualified practitioners. - 


. Practical Considerations - 


So much for the possibilities of incorporation, and 
now we turn to the uses and the practical considera- 
tions involved in the formation of companies by 
professional firms, and, in particular, whether their 
formation does offer the means of solving the.capital 
problems already mentioned. 

From now on it is assumed that there have been 
removed or cleared off all impediments, whether 
actual or imaginary, which might prevent a corporate 
body from taking over and carrying on a firm's 
practice or from acting as a service company for the 
firm.. It is also assumed that the governing body of 
the profession concerned has followed the precedents 
set by the Stock Exchange, London, by laying down 
rules concerning such companies requiring that the 
company must be ‘an unlimited company and that 
the shdres of the company can be held. only by 
practising members of the profession who must (if 
the company is to carry on any part of the profes- 
sional practice) individually and collectively accept 
full responsibility for the acts and omissions of the 
company. , 
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This seems to be the right basis to safeguard what 
appears to us to be two important points of principle, 
namely, that the interests of the public must be fully 
safeguarded and that the use of the corporate struc- 
ture should not release those who hold themselves 
out as practising members of a profession from any 
of the duties and obligations which membership of 
the profession imposes upon them. If one is concerned 
only with a service company which provides services 
for the firm but does not carry on any part of the 
professional practice, it is arguable that no measure 
of control by the professional body is necessary and 
that it is unnecessary that the company be an un- 
limited. company. We ourselves believe that it is 
desirable in the interests of most professions to 
follow the Stock Exchange precedent of unlimited 
liability, not only for à company carrying on the 
entire professional practice but also for a mere 
service company. 


Retiring Shareholder 


" Since we are working on the basis that the shares of 
the company can only be held by practising members 
of the profession, we have to see that the set-up caters 
for the situation which arises if a shareholder retires 
or dies or becomes bankrupt or is suspended from 
ractice or struck off for professional misconduct. 
ere the use of an unlimited company has a big 
advantage because an unlimited company can pur- 
chase its own shares. Oddly enough, Section 54 of the 
Companies Act, 1948 (which prohibits the giving 
of financial assistance by a company in connection 
with the purchase of its own shares), in terms applies 
to unlimited companies but it does not prohibit as 
such the actual purchase by a company of its own 
shares. The illegality of such a transaction in the 
case of a limited company arises from the fact that 
it amounts to a reduction of capital in a manner 
other than that authorized by the Act; an unlimited 
company can, without the consent of the Court, 
reduce its share capital in any way and, accordingly, 
if authorized by its constitution, can purchase its 
own shares. € 
Following again the Stock Exchange precedent, the 
articles of association of the company would provide 
that every member who ceases to be a practising 
member of the profession and every person who 
becomes entitled to shares in consequence of the 
death or bankruptcy of a member may be required 
to sell the shares concerned at the ‘prescribed price’ 
and may require the company to purchase or a 
purchaser for the shares at the ‘prescribed price’. 
The 'prescribed price', under the Stock Exchange 
precedent, is calculated by reference to the propor- 
tion of the net tangible assets of the company repre- 
sented by the shares concerned after making provi- 
sion for the profits tax which would be payable if 
the net tangible assets of the company were in fact 
distributed. 
These provisions for the purchase of shares by the 
company are of great importance if the shares of the 
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company are to be held by the persons concerned as 
individuals. The more common practice is to keep 
a partnership in being and to hold the shares of the 
company in joint names as partnership assets; in 
general, this is convenient because more flexibility 
is possible under partnership arrangements than 
under a corporate structure and, while securing the 
use of the corporate structure, a firm can carry on 
its partnership arrangements substantially as it 
always has done. If the shares are partnership assets, 
the death of a partner does not necessarily involve 
any sale of shares and it is of advantage to keep to a 
minimum purchases of shares by the company be- 
cause any amount paid in excess of par will mni as a 
distribution for profits tax purposes, 

From an estate duty point of view it normally will 
not matter very much whether the shares are held 
individually or as partnership assets. 


Shares held Individually 


Where shares are held individually, the Estate Duty 
Office are not, of course, bound to accept for estate 
duty purposes the 'prescribed price' at which upon 
the death of a member his personal representatives 
are required to sell the shares under the articles of 
association. In practice, however, if the “prescribed 
price’ is fairly based upon net tangible assets and the 
company structure has not been used for the pur- 
poses of tax avoidance, we believe that the Estate 
Duty Office will regard the ‘prescribed price’ as 
adequately representing the value of the shares for 
estate duty purposes. 

If the shares are held as partnership assets, the 
terms of the partnership agreement (if in normal 
form) would be the primary yardstick in valuing the 
deceased’s interest in the partnership assets passing 
on his death. In this connection the cases of Att - 
General v. Boden? and Attorney-General v. p 
should be borne in mind. The principle emerging 
from the decisions in these cases (which principle 
does not appear to us to be affected by the case of 
Perpetual Executors and Trustees Association of 
Australia v. Australian Commonwealth Commissioners 
of Taxes?) is that, if as part of a commercial bargain 
between partners assets of a partnership auto- 
matically pass on the death of a partner to the con- 
tinuing partners on terms laid down in the partner- 
ship agreement, then the value of the deceased’s 
interest in the partnership assets passing on his death 
should for estate duty purposes be fixed by reference 
to those terms since the assets pass in pursuance of a 
bona fide purchase upon terms agreed during the 
lifetime of the deceased. Of course, if the resulting 
value is unduly low, one can expect the Estate Duty 
Office to counter by invoking against the company 
the provisions of Section 46 et seg. of the Finance 
Act, 1940 (as amended), but, if the partnership 
1 [1912] 1 K.B. 539. 

2 15 ATC 523. i he 
333 A.T.C. 30; [1954] 1 All ER; 39942 - Ae 
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agreement provides for a payment fairly based upon 
net tangible assets, such action is thought to be 
unlikely. "RE 

Experience has so.far shown that, in the case of 
Stock Exchange unlimited companies, no particular 
difficulty has arisen if shares are valued on the basis 
of net tangible assets (i.e. excluding goodwill) and 
the Estate Duty Office has not sought to increase the 
. claim for estate duty by seeking to place a value on 
goodwill where it is not treated as an asset in the 
balance sheet of the company. or in calculating the 
‘prescribed price’. 


Does Incorporation Help > 


We now come to the crux of the question whether 
there are advantages to professional firms in seeking 
incorporation in one form or another, and this hinges 
on the tax position and whether incorporation makes 
it easier to place some proportion of the profits of 
the practice to reserve for the purpose of meeting 
requirements for working capital. As already pointed 
out, the death-knell of the independent professions 
would be sounded if it became the fact that admission 
to partnerships was dependent on a junior partner 
' having the necessary private means to provide 
immediately or within some short period his share of 
the firm's capital, Equally, the situation which exists 
today that many firms can only carry on through a 
voluntary self-imposed restriction of drawings of 
their profits by senior partners, or the retention by 
the firm on more or less permanent loan of amounts 
which senior partners would otherwise be entitled 
to take out on their retirements, is quite wrong. in 
principle. The question, therefore, is: Does incorpora- 
tion help to solve these problems? 

The main advantage of incorporation is that a 
company being in the eyes of the law a separate 
legal entity, it is, although liable to income tax on 
the whole of its profits, not subject to surtax on those 
profits although, in the case of what is normally 
called a ‘controlled company’, there may be a surtax 
direction if an excessive proportion of profits remains 


undistributed. This state of affairs allows even a’ 


‘controlled company’ to set aside to reserve reason- 
able amounts out of its profits without surtax being 
payable on these amounts. A partnership, on the 
other hand, is liable to income tax and surtax on the 
whole of its profits (whether retained in the business 
or withdrawn) and has no opportunity to accumulate 
reserves out of profits which have not borne surtax. 


Tax Disadvantages 


The tax disadvantages of incorporation are, first, 
that companies are liable to profits tax, the present 
rates of which are in effect 3 per cent on undis- 
tributed profits and 27 per cent on distributed profits. 
Distributed profits include, inter alia, not only 
dividends, but in the case of director-controlled com- 
panies, remuneration to directors in excess of pre- 
scribed limits as.well:as loans to directors. i 
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The second disadvantage of incorporation is the 
power vested in the Inland Revenue to counteract 
the loss of surtax which may arise by the failure of a 
company which is a “controlled company’ to distri- 
bute a reasonable part of its profits by way of divi- 
dend to its members - in other words, the weapon of 
surtax directions if the company cannot justify the 
retention of profits in the business for the purpose 
of maintenance, development and its current re- 
quirements, . 

It may be possible in the case of a large profes- 
sional firm "with the number of its partners approach- 
ing the present permitted maximum of twenty, and 
in any event having not less than eleven partners, so 
to arrange matters that, upon converting the firm 
into a company, the company is not a 'controlled' 
company and, if so, the risk of surtax directions is 
removed and the project made all the more attractive. 
But subject to further examination of this point 
later in this article, we think that the majority of 
professional firms, if they made over their practices 
to a company, would have to accept the position that 
the company would be a 'controlled' company for 
surtax purposes. If the shares of the company are 
held as.partnership assets this would undoubtedly 
be the case since, for the purposes of the legislation, 
persons who are partners of one another have to be ` 
treated as a single person.! 

In general, it is necessary to weigh up whether it 
is better that the full profits bear income tax and 
surtax but not profits tax, or that part of the profits 
(including for this purpose so as to give a proper 
comparison, amounts paid out by way of directors’ 
remuneration) bears income tax, profits tax (in whole 
or part,only at the lower rate) and surtax and the 
remainder of.the profits bears only income tax and 
profits tax at the lower rate. Obviously, if the profits 
are insufficient or little more than sufficient to bring 
the partners into the surtax field there is no tax 
advantage in incorporation, but as soon as the surtax 
element becomes of importance the answer may be 
different. | l 

The position, in essence, is a simple one. What 
it all amounts to in the last resort is that the relative 
taxation advantages and disadvantages of incorpora- 
tion turn on the es, and this is where the services 
of the accountancy profession are vital. There is no 
income tax advantage, in fact there may be some 
slight disadvantage in that the options open to firms 
on partnership changes in claiming ‘continuance’ or 
‘discontinuance’ are not available to companies. But 
if the relief from surtax which may be obtained on 
profits retained by the company exceeds the profits 
tax liability which has to be suffered, then incorpora- 
tion may offer the prospect of a saving of tax and the 
chance to build up a fund of working capital. The 
higher the rates of surtax suffered by individual 
partners, the. better the prospect of obtaining a 
worth-while saving. If any professional firm is con- 


! Section 256 (3), Income Tax Act, 1952. 
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sidering whether.to form an unlimited company, the 
first essential is that it should instruct its accountants 
to undertake a full investigation into the figures, and 


to report whether an ultimate saving of tax is likely 


to be achieved. 

So much for the general outline, and it may be that 
nothing we have said so far makes the idea of incor- 
poration an. alluring one. It is certainly true that if 
Parliament were to decide to implement the recom- 
mendation of the Royal Commission and to substitute 
in place of the present differential rates of profits tax 

a ‘flat rate’ profits tax on companies at an increased 
rate, the posible penents would Be still. further 
reduced. 

It is also true that from. time to time Governments 
of the day bring out of the cupboard special horrors 
such as the ‘once-for-all’ special contribution, which 
miay further upset calculations. But we think that it 
would be a mistake to overrate the dangers of falling 
foul of the Special Commissioners of Income Tax 
in regard to surtax directions, The majority of pro- 
fessional firms have, in our view, an overwhelming 
case (subject always to the principle of moderation in 
all things) for being allowed to accumulate a reason- 
able proportion of profits without paying surtax on 
them in order that the working capital is there to 
carry on their. practices, 


Obviously, firms have got to satisfy the Special 


Commissioners that this is so, but the.representatives 
of the Special Commissioners at Thames Ditton. are 
generally willing to discuss in a reasonable way the 
question of the distributions, to be made by a com- 
pany before taking action, and the Revenue are not 
unaware of the difficulties of professional firms. 
Moreover, the machinery of Section 252, Income Tax 
Act, 1952, in regard to applications for surtax. clear- 
ances'is available and we think that the fullest possible 
use should-be made of.it by such companies in order 
that the position can be kept straight from year: to 
year. Having said this, and before turning to service 
compánies, we readily concede that incorporation 
appears to have far more attraction for the larger 
than the smaller firms, particularly if it is possible 
to arrange that they do nót fall. within the category 
of a ‘controlled’ company for. surtax purposes or ol a 
‘director-controlled’ company for profits tax pur- 
poses. This is not easy, but it may be worth now 
examining the position in: sorhewhat greater detail, 


, Practice Made Over to an Unlimited - 
' Company 
Let us Suppose that a firm has sixteen partners and 
decides to take the plunge and makes its practice over 
to an unlimited company. The partnership will be 
dissolved and the shares of the company. held indi- 
vidually; since there is no partnership, the individuals 
do not have to be counted together asa single person 
for the purpose of determining whether the company 
is or is not a ‘controlled company’. The position may 
be complicated by the fact that some of the individuals 
are relatives of one: another: and: still have to be 
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counted as a’ single person for such purpose, but 
even 80 it may be possible to arrange that the com- 
pany is not under the control of five or fewer-persons 
within the wide meaning of ‘control’ laid down in the 
relevant legislation. 'l'o secure such a result one needs 
not less than eleven individuals as members. of the 
company. e 

It is, moreover, not necessary for all the members 
of the company to be directors and accordingly there 
is no reason why the company must necessarily be a 
‘director-controlled company’ for profits tax pur- 
poses. : 

If the unlimited company can be set up so that 
it is not a "controlled company' for surtax purposes, 
and not a. ‘director-controlled company’ for profits 
tax: purposés, the PIRE advantages.may, in our 
view, be obtained: ` 

(1) There need be no restriction on the amounts. 

retained out of profits and placed to reserve. . 

(2) The profits of the practice (so far as not required 

.for transfer to reserves) can in whole or part be 

paid out as remuneration to the practising 

members of the company so as to be deductible 

in computing the profits of the company and 
thus not be liable.to profits tax. 

(3) 'The payment of dividends attracting the higher 

rate of profits tax can be restricted. 

(4) On the death- of a member or his retirement 

- from practice the continuing members or the 

company itself can acquire his shares on the 
basis laid down in the articles of association. 
(ei The admission of qualified persons to the 
equivalent of partnership status (i.e. membership 
of the company) should, we think, be possible 
without such persons having to find. substantial 
sums of capital, because, unless a number. of 
deaths or retirements occurred close together, 
the reserves of the company could have been 
built up sufficiently to take the strain of paying 
out outgoing members or their personal repre- 
sentatives in respect of their shareholdings. In 
that event à new member could be allowed to 
take up shares at par and his contribution to 
reserves Or working capital made by restricting 
his remuneration for a few years thus building 
up the reserves again out.of profits subject only 
to income tax and the lower rate of profits tax, 
rather than out of the top-slice of income subject 
to income tax and surtax. 

. This kind of set-up may be Eri ed Utopian 
and, for the bulk of professional firms as at present 
constituted, beyond the realms of practical possi- 
bility. But it must. surely leave us with several 
thoughts. 

First, that if no other solution to the problem of 
providing working capital can be found and Parlia- 
ment is not prepared to introduce legislation in 
favour.of the professions so that they can overcome 
their difficulties, then the result may be that amalga- 
mation of firms will take place with increasing 
frequency so as to produce firms big enough to 
achieve such a set-up. After such amalgamations 
ee of much larger. size will be the order of the 

ay. i 
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Secondly, and however much one may feel alarmed 
at the prospect of the take-over technique being 


' extended to the professions, it is legitimate to ask 


the question whether such a tendency towards 


amalgamations and firms of larger size would be 


detrimental either to the professions themselves or 
to the public interest. Modern life 1s now so complex 
that ‘specialization’ is essential and only the quite 
exceptional man can hope to be the master of all 


branches of his calling; amalgamations and firms of . 


greater size would not, therefore, in our view, run 
counter to the needs of the age in which we live. 
They would tend to make the life of the professional 
man a somewhat less harassing one. 

Lastly, if the trend of ever larger partnership con- 


- tinues and nothing is done to alter the existing pro- 


hibition against partnerships of more than twenty 


persons,! company formation may be the only answer. 


Use of the Service Company 


If these last thoughts may seem to be merely an 
exercise of crystal-gazing into the future, let us come 


. back to the present and consider the service company 


which is certainly a far more topical subject. Let us 
see how this type of company might be adapted and 


` used by professional firms to assist them in carrying 


on their practices. . 
The service company is, in P a kind of 
half-way house between the alternative courses of 


making over a business: lock, stock and barrel to a. 


company or leaving things as they are, and doing 
nothing. The ES idea of the service company is 
that the business of a firm should continue to be 
carried on as.a partnership so far as the outside 
world is concerned, but that the service company 
should accept responsibility for providing the essen- 
tial services and capital equipment required by the 
firm. 

The functions of the service company (which can 
be modified to suit requirements) are to SE the 
following services: 

(a) to acquire office premises and HE 

for use by the firm; 

(b) to provide office furniture, typewriters and 

equipment for the firm; 

(e) to engage and hire the staff required by the firm; 

(d) to provide such other services as the firm may 

require. 

Generally the nacad and articles of asso- 
ciation of the service company (apart from the objects 
clause of the memorandum) would follow the same 
Ines as that for a company formed to take over a 
practice in its eritirety and the articles would contain 
the usual provisions in regard to restrictions on 
transfer of shares to non-members and the basis of 
valuation to be adopted when a purchase of shares 
falls to be effected. 

For Stock Exchange service companies, the Rules 
of the Stock Exchange require that in addition to 
such companies being incorporated with unlimited 


1 Section 434, Companies Act, 1948. 
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liability and their memberships confined to members 
of the Stock Exchange, a service company should 
undertake to comply with two further conditions: . 


(i) that the service company should not take into 
its employment any persons who have actual 
access to the Stock Exchange itself; and 


(ii) that in so far as the service company may build 
up reserves, then those reserves can only be 
invested in a certain manner, namely, by placing 
them on current or deposit account with banks or 
by lending them to the firm. 


These further. conditions have been made for special 


reasons arising out of the constitution of the Stock 
.Exchange and the nature of the business carried on 


by its members, and there seems no reason why it 
would be necessary to follow them in other cases. 
Indeed, as has already been said, it is arguable 
whether, having regard to the limited functions of 
service companies, there is any need for them to be 
set up as unlimited companies or subject to a measure 


of control by the professional body, although we 
ourselves favour such arrangements. 


The shares of the service company can be held 
either by the partners of the firm individually or as 
a partnership asset, and, whichever basis is adopted, 
the same factors in regard to estate duty apply as 


already mentioned in the case of the unlimited com- 
pany formed to take over the entire practice. : 


The service company makes its profit by charging 
the firm a fee, on top of the actual cost of the ser- 
vices provided or expenses discharged by it for the 
firm — in other words, the firm is charged on a cost- 
plus basis for the services and functions performed 
by the service company. It will be appreciated that 
the effect of charging a fee means that the profits of 


the firm are reduced and those profits so paid away 
to the service company come out of the top slice of 


the partners’ incomes.  . 
There may be some divergence of view between 


senior and junior partners as to how much should 


be charged by the service company by way of fee to 


the firm and the Inland Revenue are also not entirely 


disinterested parties to the arrangements. By and 


large, however, it seems that, provided once again 


the principle of moderation in all things is observed, 
and the fee is not fixed at a figure which could not 
possibly be justified by ordinary commercial stand- 


ards, the fee will rank as an expense against the 


firm's profits for tax purposes. 

As to the service company's tax position, it is 
liable to income tax and profits tax, and 1s, of course, 
vulnerable to surtax directions. This vulnerability to 
surtax directions must exist since the set-up is that 
the shares of the service company are held indi- 
vidually by partners in their own right or jointly as 
partnership assets because, as already mentioned, 
partners have to be treated as a single person for the 
purposes of the relevant legislation. Subject to this 
inevitable risk, the service company can make appro- 
priations to.reserve out of its residual profits without 
having to pay surtax on them, and if the obligations 
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which it has undertaken in providing services to the 
firm are substantial, there is a strong case for adopting 
a policy of building up reasonable reserves so that 
it will have the necessary resources to do so. 

We consider that the case for building up reserves 
is much stronger if the service company takes over 
the firm's office premises and is made responsible for 
their upkeep and decoration, for, by assuming these 
responsibilities, reserves for dilapidations can be 
taken into account and the commitments of the 
service company are obviously greater. For the same 
reason it may be advisable for all office furniture and 
equipment to be transferred to the service company 
which will accept liability for renewals and replace- 
ments as required; it may, however, be simpler not 
to transfer existing furniture and equipment but 
merely to pass on to the service company the re- 
sponsibility for renewals and replacements. 


Administrative Problems 


It would be a mistake to think that these arrange- 
ments are not, to some extent, artificial or that a 
certain amount of administrative inconvenience does 
not result from them. Separate book-keeping arrange- 
ments have to be made. The company has to file 
various documents (e.g. annual returns) from time to 
time at the companies registry and its proceedings 
must be more formal than is customary in partner- 
ships. Existing pension schemes may be affected and 
require amendment. In the case of some professions 
it may be necessary in present circumstances for 
‘qualified persons to be kept in the service of the firm 
so that one has the nuisance of having some of the 
ataff in the employment of the firm and others in the 
employment of the service company. It would, in 
our view, also be a mistake, too, to think that the service 
company set-up offers a means ‘to get rich quickly’ 
or to approach it in that frame of mind. 

It is too early yet to say what the future holds in 
store for them and whether the experiments in 
forming them will prove that they serve a useful 
purpose. This much, however, can be said. If the 
right intention is there, a service company may afford 
a flexible instrument for helping firms faced with the 
problem of finding worling capital, to make a start 
in doing so from resources within their own control 
by setting aside in the service company a limited 
proportion of their profits which would otherwise be 
subject to surtax at the top rates appropriate to each 
of the partners. The arrangements are flexible because 
the amount of the service fee charged to the firm 
need not be fixed in advance, but can be adjusted in 
the light of the results achieved. 

The scope of the services provided by the service 
company are also within the control of the firm, The 
fact that the onus of providing certain services or the 
major capital requirements of a firm is placed on the 
service company is tbe justification for allowing it 
to make reserves: if it is successful in doing so, then 
to that extent the commitments of the partners of a 
firm in having to find capital for the same purposes 
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will be reduced. And when all i8 said and done, even 
if the experiment should not suceed, no irreparable 
harm will bave been caused. 

Whether or not a company is formed to undertake 
the functions of the normal service company, a com- 
pany can, as we have indicated already, also be used 
to carry on the operations of a section of a profes- 
sional practice, leaving the main activities to be 
carried on by the partnership. For instance, a firm 
of surveyors and estate agents have formed a com- 
pany to run their rent collecting and estate manage- 
ment department. 

In the accountancy profession the best examples 
are perhaps those previously mentioned: executor 
and trustee work, secretarial and registration ser- 
vices, management accountancy. In such cases, the 
company can either make a charge on a cost-plus 
basis for the services which it is required to perform 
for the firm or carry. on the operations as a separate 
business for its own account. 


Service Company run by a Group 
of Firms 


Finally, in case it should be said that our eyes have 
been focused too exclusively on the larger profes- 
sional firms and that we have said nothing helpful 
to those types of firms which are more representative 
of the professions as a whole up and down the 
country, may we put forward one last thought? 

We recognize once again that the service company 
idea may have its main attraction to the bigger pro- 
fessional firms which employ large salaried staffs and 
which probably have much heavier commitments for 
working capital: But is there any reason why indi- 
vidual firms should have to form their own service 
company, and would it not be possible for a service 
company to be formed and run by a group of firms 
practising in a particular district or locality? — ` 

This suggestion raises wide issues and some firms 
might feel that to rely on the services of such a 
‘general service company’ would spell the loss of 
independence and stultify private professional prac- 
tice as it exists today. It would, however, be for 
individual firms to decide whether they would 
utilize the services offered by such a 'general service 
company’ or not. If it was thought that a sufficient 
demand for the setting up of such a company existed, 
then we suggest that by getting together firms could 
organize a workable scheme, and no doubt the good 
offices of the governing body or district societies or 
branches of the profession in question would not be 
withheld in the work of organization. 

Such a 'general service company', starting, it may 
be, from small beginnings, might be built up into a 
much larger organization, outside the ambit of the 
surtax legislation, and existing for the not unworthy - 
purpose of ensuring that in return for a fair payment, 
the essential requirements (apart from their own 
personal qualifications) which professional men must 
have in order. to follow their callings should not be 
lacking. 

























lv Notes 


"The Scottish Institute's New President 
AT the annual meeting of The Institute of 
A Chartered Accountants of Scotland, held in 
idinburgh last Wednesday, and reported elsewhere 
eee, iti this issue, Mr Robert 
a | Tan Marshall, B.COM., 
C.A., was elected Presi- 
dent for the year 1958— 
eo Mr Marshall was 
apprenticed in 1919 to 
. Messrs Barstow & 
Millar, Edinburgh, and 
after qualifying in 1924, 
he served with Deloitte, 
Plender, Griffiths & Co, 
in London, returning 
| to Edinburgh in 1927 
to become a partner in 
the firm of Dewar & 
Robertson, which has 
since been amalgamated with Graham, Smart & 
Annan, of which firm Mr Marshall is now the senior 
_Mr Marshall acted as auditor of the Scottish 
[nstitute from March 1952 until March 1956, when 
he became a member of the Council. He is a director 
of the Scottish Equitable Life Assurance Society, 
chairman of the New Zealand & Australian Land Co 
Ltd, and is on the boards of other important financial 
and industrial companies. 
_ The new President served in both world wars: in 
the First World War he served as a lieutenant in the 
Royal Field Artillery in France and Germany, and in 
the Second, again in the Artillery; he was later with 
Scottish Command. 
Mr Marshall is a keen golfer. He was Captain of the 
Baberton Club, and at the competitions of the Honour- 
able Company of Edinburgh Golfers, he is always a 









` 


lenger to be reckoned with. In earlier days, while 
as at Edinburgh Academy and after, he showed 
his aptitude for rugby football and was reserve for 
Scotland in the game against Ireland in 1923. 

_ Mr Thomas Lister, M.A, CA, is the new Vice- 
President of the Scottish Institute. He was admitted 
‘membership of The Society of Accountants in 
rh in 1915. He served in the Royal Artillery 
914-18 war, and thereafter, following two 
industry, he joined the staff of Thomson 
.& Co, in London, in 1921, becoming a 
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HE reduction of Bank rate from 7 to D per ce 
last week had a somewhat mixed reception. ` 
was generally agreed that it represented a ges 
from strength so far as sterling is concerned and 
view was broadly endorsed by the reaction 
pound in foreign exchanges. Some. comme: 
have stressed the limited effect of changes in Bank 
rate above or below some kind of long-term no: 
except for brief periods and they have endorsed Oe ` ` 
Government's decision to lower Bank rate by 1 per — 
cent. They consider that 7 per cent is a punitive T 
level which should not be kept too long and they — — 
emphasize the value of having some room for . 
manoeuvre if a high level is required again in the — 
autumn when seasonal pressure on sterling tends to — 
be high. | CL oo 
Others have been more critical and consider that — —— 
the time is not yet ripe for a reduction in Bank rate. —— 
They consider that this country needs a high Bank = 
rate to keep attracting funds to London. They think — ` 
that if sterling is to continue to operate as the inter- ` 
national banking currency, the structure of interest _ 
rates in this country may have to be revised perma- 
nently upwards. This school of thought is also 
concerned that a reduction in Bank rate at the present = 
time may mean smaller tax cuts in the Budget next ` — 3 
For its part, the Government has emphasized the — — 
external implications of the change. The credit = — 
squeeze is to continue. Many people had noticed the — ` 
coincidence of increased Government preoccupation — 
with the unemployment situation and the reduction — — 
in Bank rate but the Government insist that the — 
internal situation has not influenced their decision - 
on the timing of the change. GIA DUET 


A Decade of Interest and Dividends — ` 

BOOKLET called Interest and Dividends upon ` 

Securities Quoted on the Stock Exchange, London, —— 
1957, was issued last week under the auspices of the — 
Stock Exchange. With the 1957 addition, this series ` ` a 
issued by the Council of the Stock Exchange now ` — 
provides a record covering the years 1947, and 1950- eee 
to 1957. The same sources and the same tabulating ` — 
procedures have been used in this issue as in previous ` 
years to give strict comparability. A new table has 
been added (Table VIII) giving market values by ` 
half-years from 1954 to 1957 inclusive for groups of | .. 
industries as percentages of corresponding nominal ` 
capital. This gives the trend of market values fcc 
recent years in relation to nominal values. — ^ 

Between 1956 and 1957 dividend payments . 

increased by 5:5 per cent and interest pay! 
2:6 per cent. Total nominal capital quo 
the year's average) was £26,122 million, : 
of 1:8 per cent on the year. It is noticeable t 
decline in market values over 1957 was sprea 
evenly between loan, preference and ordinary: 




































interest and dividends paid last year o 


formation in a condensed form. To cover printing ` 
And out-of-pocket expenses, an annual charge of ten- 





An Accountant's Qualifications 


N March 18th, the Newport Magistrates 
S / committed for trial at Monmouth Quarter 

Sessions, Mr Lloyd Harris, formerly of Chepstow 
Road, Newport, and later of High Trees, Yatton, 
Somerset, on a charge of fraudulently converting 
£38 8s od to his own use, reports The Western Mail, 
in its issue of March 19th. 

The accused, who carried on business as an 
accountant at Newport for many years, was alleged 
to have paid a cheque into his own account when it 
was supposed to have paid a client's income tax. 
Harris alleged that the money had been due to his 
company as payment for services. He was cross- 
examined as to certain qualifications appearing after 
his name: F.E.A.A. (Fellow of the English Association 
of Accountants) F.E.E.A. (Fellow of the English 
Association of Estate Agents); and F.E.A.S. (Fellow 
of the English Association of Secretaries). He admitted 
that he was the principal secretary of all these bodies 
and that the qualifications were granted on payment 
of fees, without examination. 


| Comparative Furniture Industry Costs 


kä four years now, a scheme sponsored by the 
Furniture Development Council has been in 
operation whereby furniture manufacturers who 
. participate in it may compare, year by year, their 
costs with those of other firms. Special efforts are 
made to maintain secrecy, the figures of each in- 
_ dividual firm being given under code after having 


^: "been brought to a common basis. 

"There are in fact two schemes. The information 
supplied by the main scheme is subdivided into two 
Sections. The first gives costs per £ of sales of 
materials, manufacturing overheads and selling and 
distribution and administration expenses, the con- 
‘Stituent items under each of these headings being 
fully itemized. The second section gives general 
information regarding business ratios, sales analyses, 


-price ranges, waste, power and the various processes - 


performed. 'The subsidiary scheme, designed for 
small to medium manufacturers, gives essential in- 





London, WC2. 


Unauthorized Tax Deductions . ` 
NTERIM income payments made to colliery com- 
panies under the Coal Industry Nationalization ` 
Act, 1946, and the Coal Industry (No. 2) Act, 1949, 
have given rise to a remarkable amount of tax litiga- 
tion. The latest decision is that of the Court of Appeal. 
in CLLR. v. Whitworth Park Coal Co Ltd (The Times, - 
March 13th, 1958). 'The Special Commissioners had 
held that the interim income was assessable under. 
Case VI of Schedule D, not Case III. The Crown: 
appealed to the High Court where it was held that the 
payments were assessable under Case III. The col- 
liery company then appealed to the Court of Appeal, 
which held that the payments were assessable under 
Case VI, not Case III, but that this would not affect 
the final result. Jenkins, L.J., said that Case III was 
inapplicable for the reason that the payer. was a 
Minister of the Crown; the Case III provisions were - 
couched in such terms as to make it reasonably plain 
that they had no application where the payer was the 
Crown. However, the application of Case VI made 
no substantial difference for the payments must still 
be allocated to the years in which they were received. 

Counsel for the company had taken a new point in 
the Court of Appeal. He said that if Case VI applied, 
which meant that the Crown had wrongfully deducted 
tax, then the only amount assessable on the company ` 
was the net amount received after the deduction of 
tax. His lordship said the Court rejected this point as 
it had not been taken before the Special Commis- 
sioners and it raised questions of fact. 


Priority List on Restrictive Practices 
Aa list of trade agreements has been issued 
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forty-six agreements and three of these have been 
abandoned. There are, therefore, signs that the preli- 
minary activities of the Registrar and the Court are 
having some effect in dismantling trade agreements. 
So far, industry is operating somewhat in the dark 
on this matter for it can have only a limited apprecia- 
tion of what may be deemed not to be in the public 
interest before a series of decisions have been handed 
down by the Court. Once these decisions are available 
it may be possible for many industries to scrutinize 
their trade agreements and decide whether or not to 
dismantle them without appearing before the Court. 


Television Survey 
REPORT called Television in Britain (price 
. à 3s 6d) has been issued by Political and Economic 
Planning dealing with the growth and social distri- 
bution of television licences of recent years. Since 
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1953 the number of television licence holders has 
been increasing, according to the report, by about 

1,200,000 a year. 'l'his naturally raises the question 
as to how much further the expansion can go. If the 
present rate of expansion is assumed to continue to 
the point where there are as many television sets in 
this country proportionate to population as there are 
in the United States, saturation point would be 
reached in four or five years’ time. 

There is a common impression that television sets, 
like radio sets before them, became established in the 
working classes and travelled upwards into middle 
class income brackets. This does not appear to be so. 
Ten years ago nearly half the total number of tele- 
vision sets were concentrated in the upper 12 per cent 
among income groups. 'l'oday, according to the report, 
there is little. to distinguish the television public 


from a representative cross-section of the population. 


Finance and Commerce 


Canadian and English 
HE report of the shareholders’ committee to the 
shareholders of Canadian and English Stores Ltd 
is a monumental work. There has been nothing like 
so close an analysis of the reasons for a company's 
roisfortunes for many years. But there has been 
nothing like Canadian and English. 

The committee was appointed at (or after) the 
annual meeting on September 6th, 1957, at which 
the accounts for the year to January 31st, 1957, were 
under review. The loss disclosed of just on a million 
pounds, following profits of £558,954, £885,189 and 
{543,120 in the preceding years, was unexpected 
and stunning. A committee of four was appointed, 
under Mr $. R. Hogg, F.c.A., as chairman, to ascertain 
the reasons for the loss, to inquire into the group's 
position and make recommendation with a view to 
restoring the group to a profit-earning basis. 

"` The report itself runs to thirty pages of quarto 
print and 1s accompanied by eight more of the board's 
comments on it. There is enough solid reading to 
make very nearly an issue of The Accountant. ` 

. We referred to the company in our issue of 
September 7th, 1957, where we reprinted the 1957 
accounts. One of the requests by shareholders at the 
meeting was for a split of the figures between the 
Canadian and English sides of the business. This has 
been provided with the committee's report and is 
reproduced as our reprint this week. Pooles Central 
Warehouse Ltd, it may be added, is one of the 
principal subsidiaries, 


Left in Ignorance | 

It would be futile to endeavour to present a worth- 
while summary of the whole report within the limits 
of this column and readers will best be served by 
reference to some of the points in the direct context 


of the accounts and accounting system — or lack of it. 
The committee say: 


'Shareholders were left in ignorance of the 
disastrous trend of trading until the 15th January, 
1957, afew days before the end of the financial year, 
when the board had before it estimated results for 
the ten months to the end of November 1956 and 
made a public announcement that no interim 
dividends would be paid. 

"The board can only escape responsibility for their 
failure to inform the shareholders of the losses being 
suffered on the plea, which in fact they make, that 
they had not realized until the end of the year, when 
the bad and doubtful debt position was disclosed 
and a "stock reserve" created, that the group had 
actually traded at a heavy loss. In accepting this 
plea, we cannot acquit them of failure to provide 
themselves with a reasonable amount of statistical 
information, without which they, as a board, could 
not effectively carry out their duties.’ ` 


In the circumstances, the disclosure on August 
2nd, 1957, that the group had lost about £x million 
came as a profound shock. 


Recommendations 


‘It may be thought’, say the committee in their 
‘recommendations, ‘that, in view of the criticisms 
we have felt bound to make, the accountancy side of 
the business needs strengthening. While we agree 
that this is so, it does not necessarily follow that this 
is best done by appointing professional men as mem- 
bers of the board, always provided that the infor- 
mation which the directors require in order to form 
sound judgment on matters of policy is available’ 
promptly and is adequately presented and explained 
to them.’ 
Note is made of improvements effected or on the 
way, but the committeé mention some, which they 
regarded as essential and which were not effectively 
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available at the times when they made their inquiries. 
These are given as: 


(1) A summary of the weekly turnover in mer- 
chandise categories and under types of trading, 
ie. hire-purchase, short-term credit and cash, 
with cumulative figures. 

(2) Purchase statistics monthly under merchandise 
codes. 


(3) A quarterly debtors’ summary giving the 
estimated number of weeks to collect the out- 
standing balances and the percentage of arrears 
to total balances. 

(4) Interim monthly accounts for every branch, 
giving gross profit on sales, direct expenses and 

estimated overheads. 

(5) A monthly cash forecast with estimated 
receipts and payments for at least six months 
ahead, the receipts being based on a full 
analysis of outstanding debtors adjusted for 
new business from month to month. 


Differing Opinions 


And the last recommendation on accounting: 
*Finally, we think it most desirable that quarterly 
or at least half-yearly figures should be published 
for the benefit of shareholders. We are aware that 
to some extent the trade is seasonal, but if infor- 


continued activities, the comparison will be a fair 
one. Unless there are strong commercial reasons 
against it, we consider it most desirable that the new 
board should report to the shareholders on any 
important new developments as they occur.' 


The board, commenting on the report, says: 


‘In seeking to analyse the reasons for Pooles' loss, 
the committee have made a number of criticisms 
concerning the basis on which Pooles' accounts were 
prepared and presented, particularly with regard to 
the provision made for bad and doubtful debts, 
collection expenses and the unrealized profit on hire- 
purchase transactions. Shareholders should realize, 
however, that these are all matters on which experi- 
enced accountants and executives in the hire-purchase 
trade throughout the country hold widely differing 
opinions. 

"Ihe board wishes to stress that the accounting 
principles which have been followed in the case of 
Pooles have throughout been in accordance with 
recognized practice in the trade. They were adopted 
by the eminent London firm of chartered account- 
ants who were Pooles' auditors prior to its acquisition 
by the company and they have been approved by the 
present auditors who have a long and specialized 
knowledge of the practice in hire-purchase and retail 
credit business. So far as concerns the offers for sale 
of 1953 and 1954, they were also accepted by the 
investigating accountants.’ 


Readers who may have the opportunity of reading 


mation is given on the basis of comparison with the the report in full may wonder whether the time has 
corresponding quarter of the previous year, adjusted not arrived for the ‘widely differing opinions’ to be 
as may be necessary to take account of new or dis- resolved into one recognized code of principles. 


CANADIAN AND ENGLISH STORES LIMITED AND ITS SUBSIDIARIES 


STATEMENT No. 2 


CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 3ist JANUARY, 1957 
























































English Companies eene" Companies Total 
LOSS ON TRADING, after CHE EIE i a a peter Han Hone demens Belews 1,134,350 (Profit) 235,53] 898,819 
Sundry Income, less Expenses ,047 8,047 
£1,126,303 £235,531 890,772 
Deduct: 
Depreciation and Amortisatlon— 
Freehold and Long Leasehold ore: — 8,170 
Short Leasehold Properties ‘ 7232 oe 
Property Alterations 4,567 502 
Fixtures and Fittings 14,756 6,340 
Motor Vehicles. a e z e d 2,293 
——— 45,944 ——— 17,305 
Emoluments of Directors (Holding Company) — 
Management "T AN 7,125 
Premium, Pension Schema 1,132 
10,757 
Audit Fees and Expenses 4,050 1,768 
Bank Interest and iscounting Charges 26,859 
Loan Interest .. T L, 124 
88,764 - 19,073 107,837 
LOSS, BEFORE TAXATION z ya vs D 1,215,067 (Profit) 216,458 998,609 
Taxation— 
United Kingdom Taxation recoverable Nig 123,879 
Canadian Taxatlon chargeable .. z 100,359 23,520 
S, AFTER TAXATION Se E T 1,091,188 (Profit) 116,099 975,089 
DISTRIBUTIONS TO OUTSIDE SHAREHOLDERS |. SS b 20,677 20,677 
1,091,188 95,422 995,766 
SURPLUS BROUGHT FORWARD FROM THE PREVIOUS YEAR (Holding Company £4,044) 94,251 258,318 352,569 
A 996,937 353,740 643,197 
Transfer ro Capital Rederpeion been e e ek gs 14,248 14,248 
Incer-Company Dividend  .. ae cin i Ss eg + 44,729 — 44,729 — 
Balance Carried forward (Holding Company £36,286) ie. ssi T T (Loss) £952,208 £294,763 (Loss) £657,445 
M Ed 


NOTE: The Account has bean adjusted-to show United 
+ 





Kingdom Income Tax £125,000 as recoverable. 


THE 
378 ACCOUNTANT March 29th, 1958 


POOLES CENTRAL WAREHOUSE LIMITED 


-PROFIT AND LOSS ACCOUNTS 





Year ended 31st January— 1953 1954 ^ [955 1956 l 1957 


Profit Loss or Profit Loss or Profit Loss or Profit — Less or Profit Loss or 
Charge Charge Charge Charge P4 ‘Charge 
£ £ £ É £ £ £ £ £ £. 
PROFT OR vias tom the Year's Trad- : . e 
ing, etc. . d D - .. 155,740 - 596,852 1,528,132 1,553 705,000 
ADJUSTMENTS-—- 
Stocks — — — i — 155,000 
Bad and Doubtful Debts—Hire Purchase 30,071 52,993 143,564 117,646 350,917 
. Bad and Doubtful Debts-—Short Term : "m E 
Credit Sales we — . — — 106,128 480,101 
Unreallged Profit—Hire Purchase i 41,535 i 225,744 735,696 398,940 : 438,544 


LM it MÀáÍÀ———XÀÀ MA ` EEN M0 P ——Á— ÁáÀ 


£197,275 — £30,071 £596,852 £278,737 £1,528,132 £879,260 £400,493 £223,774 £438,544 £1,691,018 


























ADJUSTED PROFIT OR LOSS for the zer 167,204 318,115 648,872. — 176719 1,252,474 


EXCEPTIONAL [TEM— 
Unreallsed Prof Hire Purchase de — -— Í — 93,000 = 
PROFIT OR LOSS, PER ACCOUNTS  .. - £167,204 £318,115 £648,872 £269,719 (Loss) £1,252,474 

















NOTE: H the coding for Doubtful Debts had been applied ac 3Ist January, 1956, the provision therefor would have been Dese by £121,835, entailing 
a reduction [n unrealised profit of about £36,000, so that the profit for the year would have been reduced by £85,835, and the loss for the following 
year reduced by the like amount. 


STATEMENT No. 4 
POOLES CENTRAL WAREHOUSE LIMITED : 


PROFIT AND LOSS ACCOUNTS (REVISED) 


Year ended 31st January — 1953 1954. 1955 1956 1957 
i Profit Loss or Profit Loss or Profit Loss or Profit Loss or Profit Loss or Total 
Charge Charge . Charge - Charge Charga 
l , É £ £ £ £ É £ EEE 3 £ £ £ 
PROFIT OR LOSS, from the 
Year's Trading etc, per 
Statement No. E ka 155,740 596,852. 1,528,132 1,553 705,000 
ADJUSTMENTS— : eo 
Stocks : e a a Tl = on 5 .. 155,000 .. 
Bad and Doubtful Debts— 
Hire Purchase  .. : 30,071 ' 73,580 247,625 218,391 125,118 
Bad and Doubtful Debts—— . -. 
. Short Term Credit Sales NH — — 183,673 402,556 
. Collecdon Costs — Short . ‘ i i 
Term Credit Sales ai — — — 132,824 18,458 
Unrealised Profit. — e Ti 
Purchase ER : 41,535 260,021 907,661 544,633 482,770 


"—— M — M —H— M MÀ MR ——— RL — 00 MÀ À Moe MÀ M H Ó—M 000 M — —M—— M00 A À— HÀ MM 0 n MÀ 


- £197,275 £30,071 £596,852 £333,601 £1,528,132 £1,155,286 £546,186 — £534,688 £482,770 £1,406,132 























ADJUSTED PROFIT OR LOSS 
for the Year „a 167,204 263,251 ` 372,846 11,298 993,362. - 


EXCEPTIONAL ITEMS—— ` 
Bad and Doubtful Debts ~~ 























Hire Purchase .. 101,980 — : — : — ne | 93272 
Unrealiged Profit — Hire "2 ; 
Purchase ox " 110,126 ` — — 120,000 38,909 
ADJUSTED PROFIT OR LOSS (Loss) £44,902 £263,251 £372,846 £131,298 : (Loss) £977,725 
PROFIT OR LOSS PER AC- l 
.. COUNTS (Statement No. 3) £167,204. ... £318,115 £648,872 £269,719 USE pini 
DIFFERENCE d 2$ £212,106 £54,864 l £276,026 e £138,421 £274,749 l — £406,668 


ACCOUNTED FOR BY— | 
Bad Debt Adjustment, Ser, . s ] , 3s ; 
tion 3 (a) — — e — : OO 183,156 . 183,156 


^ Doubtful Debt Adjustment, 
Sectlon 3 (a) [01,980 20,587 ` 104,06! 100,745 315,683 11,690 
- Doubtful Debt Adjustment, E. - . PR SU . E XEM 
- Credit Sales, Section 3 (b) m ms us =f: 77,545 77,545 £s 


Unrealised Profit, Section 








ROS 4 (c) ae ap (RI 110,126 E 34,277 D e 171,965 a 172,693 HM z 83,135 ' B un 60,540 
Collection Costs, Section 4 ' : ER ix x f . i Hus j 

7 PE (d)- en os ` se d d kees per zd 132,824 18,458 r 151,222 
z ED. ——— p nnde A 5 ns e e më e — e ee — aM 
ELA EE - - : £212,106 £54,864 ` £276,026 £138,421 £274,749 £406,669 
DEPT SE, ET [o |. 24^ Imm ee M ^ amp EE. mo 
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CITY NOTES 


DJUSTMENTS to a 6 per cent Bank rate 

ving been quickly made, the  stock-markets 

ave relapsed into inactivity. The Bank rate reduction 

has been viewed largely as a technical adjustment 

‘and it now remains to be seen whether the Budget 

‘brings any major relief from the credit volume 
‘controls imposed last September. 


It is realized that the United Kingdom economy 
has yet to reflect the extent of the United States 
‘business recession and the effect on overseas pur- 
chasing power of the fall in basic metal and com- 
modity prices. 

Sterling, however, is far stronger than it was last 
September and the official view must be that the 
pound does not now need the backing of a 7 per cent 
Bank rate. To that extent the reduction is encouraging. 


It'is doubtful, whether the new rate demands 
any major change in investment policy and although 
stock-market movements suggest some ‘cheap 
‘buying’ of industrial equities, the low level of 
turnover indicates that the investing public asa whole 
‘still prefer to wait and see even if waiting means 
paying slightly higher prices. | 

The gilt-edged market has naturally been assisted 
by the lower official interest rate particularly in the 
Imedium-dated issues where high redemption yields 
are offered.  . 

| New issue calls, however, are still making inroads 
into available investment funds at a time when new 
.1ssue activity is expected to remain brisk. 


THE 
ACCOUNTANT 


379 
RATES AND PRICES 
Closing prices, Wednesday, March 26th, 1958 
Bank Rate 
Sept. 17, 1953 34% Feb. 16, 1956 5176 
May 13, 1954 14 Feb. 7, 1957 576 
Jan. 27, 1955 34% Sept. 19, 1957 7% 
Feb. 24, 1955 44% Mar. 20, 1958 676 
Treasury Bills 
Jan. 17 £6 55 10°33d% Feb. ar £5 198 5°52d% 
Jan. 24 £6 5s 656d% Feb. 28 £6 os 3:28d% 
Jan. 31 £6 2s sod% Mar. 7 £,6 os 5'10d 9 
Feb. 7 6153°29d% Mar. 14 £6 os 6:59d% 
Feb. 14 £6 os 10°56d% Mar. 21 £5 115 15204 
Money Rates 
Day to day 34-s$96 Bank Bills 
ys 44-54% 2 months 5$- T 
Fine Trade Bills 3 months s$- op 
3 months 6 % 4 months jm RH 
months 6 y 6 months se it 
months 63-7 % 
| Foreign Exchanges 
New York 2'81 A Frankfurt (de 
Montreal 2774$—.75 Milan 1745 
Amsterdam 1063 %4- A Oslo XE 
Brussels 139:87$—921i Paris 1182 
Copenhagen 19:35-1 Zuri 12°26%-4 
|  . Gilt-edged 
Consols 24% 481 Funding 4% 60-90  864x.d. 
Consols 495 713« Savings 2176 64-67 *78ix.d. 
War Loan 34% 64% avings 3% 35-65 d 
Conversion 33%  63ir.d. Savings 3%, 60~70 26 d 
Conversion 34%, 1969 834 Savings 3% 65—75 70% 
Exchq’r 51/6 1966 100% reasury 24% 474x.d. 
Funding 3% 66-6 80] Treasury 34% 77-80 73+ 
Funding 3 jo o 59—69 78 dex. "n Treasury 34% 79-81 Le 
Funding 34% 99-04 694 


Victory 4%. «gt 


e i E e . 
laxation Cases 
Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
tn the ‘Annotated Tax Cases’. 


McLeish v. C.LR. 
In the Court of Session ~ January 8th, 1958 


(Before THe LORD PRESIDENT (Lord CLYDE), . 
Lord CarmMont and Lord RUSSELL) — 
Income tax — Office or employment — Director of com- 
panies - Expenses allowances — Travelling in course of 
duties — Use of car — Entertainment of customers — 
Travelling expenses — Reimbursement by companies — 
: Whether whole expenditure necessarily incurred — Income 
: Tax Act, P. 52, Secttons 52 (6), 60, Ninth Schedule, 
paragraph 7. 

The appellant was a director of each of three com- 
panies, which were engaged in the merchanting of 
potatoes on a large scale. He travelled extensively in 
visiting markets and agricultural shows and in meet- 
ing actual and potential customers. One of the com- 
' panies supplied a car for his exclusive use, which he 
| used for travelling. On occasions his wife accompanied 
him on his journeys. The appellant also entertained 

pone and other directors of the companies and 


their wives at his home, and on some occasions they 
spent the night there. He was reimbursed by one of 
the companies for all his travelling expenses and for 
the cost of running the car. These reimbursements 
were made in accordance with detailed accounts of 
his actual expenditure, which the appellant rendered 
periodically. He also received lump-sum payments 
from one or more of the companies to’ meet enter- 
taining expenses. 

In assessments made on the M amounts 
equal to the sums thus reimbursed to him were 
included. He contended that the whole of the sums 
in question were allowable deductions in computing 
the amount of the assessment. The General Com- 
missioners decided that the evidence submitted on 
behalf of the appellant was insufficient to justify the 
deduction of the whole of the sums reimbursed to 
him. In the course of the hearing the Inspector of 
Taxes indicated that certain items could be allowed 
as deductions, and the General Commissioners 
reduced the assessments accordingly. 
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Held, that, as the appellant had not discharged the 
onus of showing that any larger amount was deduc- 
tible, and as the question was one of fact, there was 
no ground for interfering with the General Com- 
missioners' decision. 


Forbes' Trustees v. C.I.R. 
In the Court of Session ~ January 16th, 1958 


(Before the Lorp Presment (Lord CLYDE), Lord 
CARMONT and Lord RUSSELL) 


Income tax — Office or employment — Managing director 
— Service agreement giving option on shares ~ When 
taxable benefit arose — aa Tax Act, 1918, Schedule 
E, Rule r. 

A testator held the office of managing director in 
two companies under service agreements by which 
be was entitled to a fixed salary and a commission on 
profits. Each agreement also provided that as long as 
he remained the managing director of the two com- 
panies, he was to have the right to have allotted to 
him up to 10,000 shares in either or each of the com- 
panies on payment of a sum equal to the par values 
of the shares. The testator did not have a controlling 
interest in either of the companies and got to know 
that another party was trying to obtain control of 
both. He therefore applied for and was allotted 
10,000 shares and 8,000 shares in the respective 
companies, paying the prices equal to the par values 
of the shares. The shares could then have been sold 
at prices above their par values. 

On his death his testamentary trustees were assessed 
under Schedule E in a sum equal to the difference 
between the par values of the shares and the prices 
which could have been obtained when the testator 
exercised his option and the shares were allotted to 
him, which amounted to £43,250. ` 

It was contended on behalf oF the appellants that 
the taxable benefit to the testator arose at the date, 
in 1944, when the option to obtain the shares was 
given to him, and not when it was exercised in 1946. 
For the respondents it was contended that the taxable 
benefit arose only at the later date. The Special Com- 
missioners confirmed the assessment. 

. Held, that the decision of the Special Commis- 
sioners was correct. 


Keir & Cawder Limited v. C.I.R. 

In the Court of Session — January 17th, 1958 
(Before THE Lorp Presipent (Lord CLYDE), 
Lord Carmont and Lord RUSSELL) 

Income tax — Trade — Deduction — Agreement with civil 
engineers — Insurance policy on his life — Premiums paid 
by company — Death of civil engineer ~ Whether policy 

s a trade receipt Income Tax Act, 1952, 
Schedule D, Case I. 


In 1949 the appellant company made an agreement 
with a firm of civil engineers under which the com- 
pany was to have the services of one of the partners 
in carrying out civil engineering contracts. The com- 
pany took out a policy of insurance on the life of the 
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partner in question, whereby the company would be . 
paid a sum of money in the event of his death. There 
were also other policies to cover the event of his 
total or partial disablement. At the time when the 
first policy was taken out the company had no civil 
engineering contracts, but it subsequently obtained a 
large contract in Siam on the assurance that the 
partner in question would superintend the carrying 
out of the contract. The contract was a management 
contract remunerated by fees. The company then 
insured its employees, working directors, key directors 
and key consultants against accident and against 
death and partial disablement. ‘The partner in 
question was killed in an air accident in 1954, and the 
company did not secure any other civil engineering 
contract after that date. The policy moneys under 


_the various contracts were paid to the company and 


amounted to £50,000. 

It was contended on behalf of the appellant that 
the partner was not a servant or employee of the 
company; that the purpose of the arrangement with 
his was to secure a benefit from the association 
with his name and reputation, and thus build up a 
goodwill in civil engineering; and that therefore the 
£50,000 was a receipt on capital account. It was 
contended on beali of the respondents that the 
£50,000 was a receipt on revenue account, in that it 
was not received in respect of goodwill but in respect 
of loss of services. 

Held, that the latter contention was correct. 


Wigram Family Settled Estates Limited 
U. el, 


In the House of Lords — January 23rd, 1958 
(Before Viscount SIMONDS, Lord Rem, Lord Kerg 
OF AVONHOLM, Lord SOMERVELL oF Harrow and 

Lord DENNING) 
Surtax — Undtstributed income of company — Apportion- 
ment — Fund for redemption of shares — Fund fed from 
SE Get interest of shareholders includes sums 
lied out of income — Finance Act, 1922, Section 
21, ors ule 1, paragraphs 5, ro. 


Among the classes of shares in the company was a 
class of 6 per cent redeemable preference shares 
which ranked first for dividend. 'l'he articles of 
association bound the company to apply some of its 
income to the maintenance of a fund for the redemp- 
tion of these shares. 

A direction was made on the company under 
Section 21 of the Finance Act, 1922. In considering 
how the income should be apportioned among the 
members it was contended on behalf of the company 
that the holders of the preference shares in question 
should be treated as entitled to the sums applied to 
the redemption fund in the years under appeal as well 
as to 6 per cent of the income. The Special Com- 
missioners decided that the interest of the holders of 
the shares in question was limited to the 6 per cent. 

Held (affirming the order of the Court of Appeal), 
that the Special Commissioners'.decision was correct. 
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Reviews 


Incentive Payment Systems, A Review of 
Research and Opinion 

by R. MARRIOTT, M.SC. (Staples Press Ltd, London. 
21s net.) 

The sub-title of this book accurately describes its 
character. It does not merely contain a catalogue of 
incentive payment systems of various types together 
with instructions how to operate them, although it 


describes the important systems in some detail, 


bringing out clearly the main differences between 
them; it also sketches in their development since 
incentives were developed as a part of scientific 
management by F. W. Taylor before the turn of the 
century. Mr Marriott has produced a serious, well- 
documented and thoroughly fair appraisal of such 
systems. No evidence is overlooked, or over-estimated 
in importance. Authorities in the field are quoted and 
discussed. . The reader will find no ready-made 
opinions, but an invitation to examine the evidence 
‘laid before him. 

_ Mr Marriott is assistant director of the Industrial 
Psychology Research Group of the Medical Research 
‘Council. As such, his approach is informed by the 
latest research on this subject both in the United 
States and in Europe. His own view appears to be 
that cash incentive schemes are overrated when 
their efficacy is assessed. Man, he argues, is not an 
economic animal, but a member of a social group 
and it is his group relations, not only with fellow 
workers but with management, that are the key to 
greater productivity. There is an excellent biblio- 
graphy to complete a most readable and interesting 
‘book, 


‘Your Business Matters 


By FREDERICK A. J. COULDERY, A.C.A., AA.C.C.A., 
‘A.C.C.S., and ALLEN J. G. SHEPPARD, B.8C.(ECON.), 
.F.R.ECON.S., A.C.C.S. (John Murray Ltd, London. 
12s 6d net.) 


Designed as a guide to the small trader, this book 
covers the principal legal, financial and accounting 
questions which are likely to cause. difficulties to the 
not fully initiated. It also provides much useful 
‘miscellaneous information about advertising, trade 
associations and the special problems connected 
with expansion and, at the other end of the scale, 
failure. 

Such a work, well produced and moderately 
priced as it is, deserves a wide circulation but, 
‘considering that its imprint is 1958, it is a pity that 
iit should be out of date on publication by not 
EES the effect of the integration ot The 
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Chartered Institutes and the advent of the Cheques 
Act. 


Income Tax Principles 


Third Edition by H. A. R. J. WILSON, F.c.a., and 
K. S. CARMICHAEL, A.C.A. (H.F.L. (Publishers) Ltd, 
London. 12: 6d net.) 


This book has had remarkable success; first published 
in 1953, it was reprinted in 1954 and a second edition 
was published in 1956, to be reprinted in 1957. The 
authors’ claim that it has established itself as the 
standard work for students for the Intermediate 
accountancy examinations is well justified and indeed 
this is not surprising for, as stated in our review of 
the first edition, Mr Wilson has the subject at his 
finger-tips and it is presented to the reader in 
masterly fashion. 

The new edition deals with the changes brought 
about by the last two Finance Acts and also brings 
the examples up to date — a matter which does not 
always receive attention in new editions of income 
tax textbooks. 


The Stock Exchange Official 
Year Book, 1958 


Volume I. (Thomas Skinner & Co (Publishers) Ltd, 
London. Complete edition of two volumes, £8 net; 
by post: inland £8 5s, abroad £8 ros.) 

Volume 1 of this well-known work of reference 
extends to some 1,900 pages embracing full informa- 
tion of all securities quoted on the Stock Exchange 
and the associated stock exchanges except those 
listed under ‘commercial, industrial’, etc., which will 
form Volume II to be published i in September. 

The company notices include particulars of about 
4,000 securities quoted on the Stock Exchange. 
Details are also given of many finance and issuing 
houses which are included for reference purposes 
although they have no quoted securities. 

This comprehensive work concludes with fifty 
pages of general information on Stock Exchange 
commissions, stamp duties and trustee securities, 
while a supplement contains particulars of recent 
issues and many capital reorganizations received too 
late for classification. 


RECENT PUBLICATIONS 


KonstamM’s Income Tax, Cumulative Supplement, No. 5 
to Twelfth edition, by J. E. Vinelott, B.A., Barrister-at- 
Law. xviii--87 pp. 84 5}. 10s 6d net. Stevens & Sons 
Ltd, ee & Maxwell Ltd, London. 


Tus £ s E RETIREMENT, by Cecil Chisholm. 142 pp. 
84 x 54. ef “6d net. Phoenix House Ltd, London. 

CAREERS ENCYCLOPEDIA, Second edition, edited by G. H. 
Chaffe and P. J. Edmonds. xvi+672 pp. 9 X 5$. 155 net. 
Cleaver-Hume Press Ltd, London. 

ELECTRONICS IN THE Orricg, The Practical Application of 
Electronic Computers. and Data Processing Machines 
to Clerical Work. 132 pp. 10 X 7%. 21s net. Office Manege- 
ment Association Ltd, London. 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the optnions expressed. 


Directors’ Expenses 


Sir, — Interesting letters on this subject appeared in 
your issues of November 23rd and 3oth last, raising 
certain queries which I hoped, but in vain, to see 
answered. As the P.rr.D season is fast approaching, 
can anyone provide the answer to the following 
question? 

Section 161 of the 1952 Act (which deals with 
benefits and facilities) seems to imply that it is only 


the ‘proper proportion’ which should be assessed 


(sub-paragraph (6)). However, it appears to be the 
practice of the Revenue, in such cases as a rail fare 
for a business journey paid direct by the company 
to a travel agent, to assess the expenditure and allow 
an equivalent deduction. Forms P.11.D are so worded 
as to require the necessary information to enable this 


to be done; is it legitimate to omit this information 


from the form? 

It is appreciated that the Revenue treatment does 
not affect the taxpayer’s liability, but directors as a 
breed have become highly critical of what they 
consider to be unnecessarily swollen figures in the 
P.1x.D: if we can humour them legitimately, let us 
please do so! 

Yours faithfully, 
BN. LP, 

[Ihe expression ‘proper proportion’ in subsection 
(6) of Section 161 is concerned with expenditure by 
the company which is only partly for the provision of 
a benefit for a director or employee. Only the part 
which is proper to an individual director or employee 
is apportioned to him for the purpose of Section xór. 
The cost of buying a railway ticket for an individual 
director does not fall to be apportioned under sub- 
section (6) because it is all applicable to services 
provided for that director. The fact that it will all be 
treated as properly deductible by hitn as an expense 
does not affect the company's liability to state it.— 
Editor.] 


Normal Activity 

Sir, - Mr H Dugdale's article on ‘Normal activity’, 
in your issue of March 8th, is full of substance and 
leaves little to be added. There is one very important 
practical aspect of this subject, however, which might 
well be stressed in these days of increasing com- 
petition, and consequently increasing pressure 
towards improved methods. 

If the standard activity is based on units of the 


product, or on sales value, then, as methods improve ` 
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the standard will apply to a progressively more idle 
factory. If machine utilization is the basis, then the 
standard will apply to a progressively higher number 
of product units (or a higher sales value). 

In the first case, variances from standard will not 
disclose idle capacity, in the second they will. The 
importance of this distinction needs no streasing. 
Standards, being by nature long-term yardsticks, | 
should be based on stable elements. An agreed 
machine utilization is a stable situation. 

The output obtained, being (as it should) the focal’ 
point of all the progressive pressures within the 
business, could, in a progressive factory, be the 
least stable unit that could be found. 

If standard activity is based on product units 
there is a very real danger that the standard will 
tend to become a restrictive influence. By the 
‘machine utilization’ method it should become, what. 
is very much to be desired today, a spur. 

Yours faithfully, 
Bexley, Kent. E. SEAMAN. 


Accounting for Inflation 

Sir, — By inflation is meant a general rise in the price 
level, with the result that the monetary cost of most - 
goods and machines (but not all) rises. Therefore, 
say the advocates of replacement cost accounting, we. 
should 'revalue' our stocks and fixed assets at their 
estimated replacement cost. But there are several 
reasons why the monetary cost of, say, a machine 
may change — a general rise or fall in the price level; 
a technological advance making a particular machine 
cheaper to produce; or perhaps a localized economic 
event such as the temporary scarcity of an essential 
raw material. (It should also be remembered that 
some machines may not have a replacement cost 
because of obsolescence. An existing machine may be 
replaced by an entirely different one.) It is difficult 
in practice to decide the amount of influence on 
rice exerted by each of these various possible 
actors. 

Perhaps this point is not very important, but there 
is also a much more fundamental objection to the 
replacement cost method. 

We may measure profit (or loss) in one of two ways 
— a8 the increase (or decrease) in the 'net worth' of 
a business over a period, or by 'matching' costs with 
revenues. Now the ‘worth’ of a business means its 
ability to bring in profits in the future. In other 
words it is the discounted value of future cash 
receipts less payments (allowing for introductions 
and withdrawals of cash by the proprietors). It is 
important to note that the ‘worth’ of a business is 
not the sum of the ‘worths’ of its individual assets. 
There can be only one ‘worth’ of a business, that 
of all its component parts working together as a 
unity. Both replacement and historical costs of assets 
are irrelevant. 

The second method of measuring profit is to 
calculate the excess (or deficiency) of revenue receipts 
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receivable during a period over the revenue expendi- 
ture incurred in that period. This implies the use of 
historical costs. A ‘capital’ expenditure on a fixed 
asset is merely a series of revenue expenditures, for 
given a sufficiently-long accounting period aZ ex- 
penditure would be revenue in nature. Replacement 
costs are again irrelevant. 

It may be objected that all that has been done so 
far ia to propound dogmatically two ways of measuring 
profit and then to reject replacement cost accounting 


because it does not fit into these methods of measure- . 


ment. This is trué enough, but surely any accounting 
procedure must rest on some theory of profit. We 
could perhaps define profit as the difference between 
the replacement costs of a business's net assets as at 
two dates, but this does not appear to be a very 
helpful definition. 

I believe that the solution to the problem of 
changing price levels is not the use of replacement 
costs but the adjustment of historical costs: SE index 
nümbers, numbers along the lines ested by Mr 
J.F. Allan (see The Accountant of October sth, 1957) 
or Mr A. R. Mutton (see The Accountant of February 
8th, 1958). 
| The major problem is, of course, the selection of a 
suitable index number. It-is difficult to agree with Mr 
‘Allan that the official Index of Retail Prices would be 
ithe best one to use. Perhaps the economic statisticians 
‘could come to our aid here. 

.It is usual when discussing the effect of inflation 
on, accounting theory to refer to the necessity: for 
retaining profits in the business to provide for the 


replacement of fixed assets, to questions of taxation 
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and to the general economic and social consequences 
of profits which look more inflated than they really 
are. All these matters are, of course, of great practical 
importance, but it cannot be emphasized too often 
that they have little relevance to the building up of a 

consistent body of accounting principles. Far too 
many of the so-called ‘principles’ of the accounting 
profession are based on nothing but expediency and 
conservatism. We should try to avoid adding to the 
number of such 'principles'. 


Yours faithfully, 


London, N4. R. H. PARKER. 


Nota Bene 


Sir, — Referring to the leading article in your issue 
of March r5th, do you recollect that when H. W. 
Fowler and his brother, F. G., first published 
The King's English, the first paragraph of their 
preface read as follows: 

"The compilers of this book would be wanting in 
courtesy if they did not expressly say what might 
otherwise be safely left to the reader's discernment: 
the frequent appearance in it of any author's or 
newspapers name does not mean that that author 
or newspaper offends more often than others against 

- rules of grammar or style; it merely shows that they 
. have been among the necessarily limited Huber 
. chosen to collect instances from.’ 


The newspapers of the day pouncing on that final 
preposition decided that ‘Homer sometirnes nods’. 
Yours faithfully, 


Liverpool, . STANLEY BLAKE REECE. 


THE. — INSTITUTES ANNUAL MEETING 


President s Comments on the Presentation of Company Accounts 


‘The annual. general meeting. of The. Institute of 
Chartered Accountants of Scotland was held in 
Edinburgh last Wednesday, with the President, Mr 
James T. Dowling, c.4., in the chair. (The report of 
the Council was tbe: ‘subject of a leading article in our 
issue of March rsth.) 


THE PRESIDENT’S ADDRESS 


‘In his opening remarks, the President said that since 
; he last addressed members, in September, the integra- 
tion schemes with The Sociéty of Incorporated 
Accountants had become faits accomplis. One hundred 
and twenty-three members of the Society had been 
welcomed into membership and fifty Society students 
‘had registered with a view to becoming chartered 
accountants. 

Commenting on ES setting-up of a Policy Com- 
mittee (referred to in our leading article on March 15th), 
Mr Dowling expressed the hope that members would 
communicate to the Secretary any views they might 
, have on any of the matters which the ittee is to 
consider. The President continued: 


* 


v ` 
` 


More Informative Accounts 


ʻI propose to refer, very briefly, to certain aspects of the 
accounts of companies. 

"gou will recall that in the years prior to the passing of 
the Companies Act of 1948, some companies had attained 
& standard of disclosure of information in their accounts 
which went well beyond that required by the Act of 1929 
and had in effect anticipated, at least in part, the require- 
ments of the Act of 1948. The latter Act was therefore not 
wholly revolutionary, although it did mark an advance in 
the amount of information which the directors of all com- 
panies were obliged by statute to disclose to shareholders. 

‘It seems to me we have been witnessing in recent years 
@ repetition of the position which was developing in the 
years before 1948. Some companies ~ and their number is 

growing -are giving a ter amount of information in 
their financial accounts the MERDA statute requires 
and have also improved their methods. of presentation. À 
larger number of companies, while still disclosing little if 
anything more than is required by the Act, have adopted a 
better layout of their accounts: although I realize that some 
of these may, for perfectly valid reasons, find it rmpractic- 
able or undesirable to join those in the first category, I hope 
many will soon do so. Other companies have not yet pro- 
SES? in either direction: they have not seen fit.to disclose 
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any "'extra-statutory'"- details or to depart as regards 
prenan from a style which is now becoming “dated”’. 
like to think that many in this third category will shortly 
cha Ty d their view. 
embers of our profession who are employed i in industry 
and whose duties include the preparation of the annual 
‘accounts on behalf of a board of directors can once again 
claim at least some of the credit for helpful developments, 
‘achieved without statutory compulsion. Members in pro- 
fessional practice, acting as auditors, have also been using 
their influence: although the preparation of the accounts ia 
no part of their duties as auditors, they can and do make 
suggestions for improvements which are being adopted to 
an inerennng extent. 


SEN m Three Points 

‘I would like to mention three points which, it seems to me, 
can give rise to misunderstanding in the minds of those not 
versed in company accounts. I suggest these points merit 
renewed consideration. The first arises from the gap which 
80 Ofteh exists nowadays between the nominal amount of 
paid-up ` equity capital of companies and the-net assets 
representing such capital. This gap is frequently. composed — 
mainly — of reserves which represent retained profits of past 
ee Itis, I think, unusual to find these reserves represented 
cash assets or their equivalent, which might be available 
foe distribution . to shareholders. In the majority of such 
cases 80 called “reserves” are not available in cash but 
have been invested in fixed assets, or have. been used to 
finance the increasing cost of stocks, required for the 
„maintenance and ` development of the business of these 
companies. Some concerns in this latter category are paying 
dividends which represent a high percentage on an amount 
of equity capital Which is- ay a fraction of the total funds 
‘provided to the company by the equity shareholders, in the 
form of subscribed capi e "nd profits which have been 
reinvested in the-business. Are such dividends, apparently 
large. but often no mote than a reasonable return on the 
funds employed in'their-earning, not a constant source of 
misunderstanding? Each case must, of course, be considered 
in relation to.its own parti ' circumstances — and. there 
is at the moment the necessity of obtaining consent of the 
Capital Issues Committee to issues of capital in excess of 
£10,000 in any one year. My personal view is that, as a 
general principle, it is desirable to narrow appreciably, by 
"scrip" issues, any material gap between the equity capital 
and the employed assets representing it, and thus to relate 

dividends more nearly to the latter. 

‘I am not overlooking the possibility that future legisla- 

tion may permit of the issue of shares of no par value and 
that profits earned and dividends paid by a company 
having shares of that type would then be expressed as 
amounts per share; It may: be that the use oL ag such shares 
would lessen the risk of misunderstanding. We do not 
know, however, when such legislation will be introduced, 
if ever; and in any event it would seem that no harm would 
have been done — to put it no higher if existing companies 
who might wish to use this type, if and when it became 
available, had meantime. brought their issued equity 
-capital into closer accord with the employed net assets 
‘representing that capital. 

: ‘I would refer secondly to the amount to be charged for 
„depreciation of fixed assets before striking net profit. As I 
see the position, and leaving aside the case where deprecia- 
tion is provided by charging renewals against profits, there 
‘are broadly three methods of dealing with this item in the 
-profit and loss account. The first is to charge an app piens 
part of the historic cost; the second is to-make that 
in arriving at the net profit but to provide in addition, 
as .an.appropriation of net profit, the sum required to raise 
the total up to an amount representing depreciation on the 
estimated replacement value of the fixed assets; and the 
third is to charge, before arriving at net profit, depreciation 
based on the estimated replacement value. Ít can be validly 
‘argued that each method has something to commend it and 
«that none is "technically" wrong. The point is that there 
are, at present, variations in procedure which result in 
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different meanings of “net profit" and, consequently, in 
misunderstanding. -Is not reasonable consistency in this 
matter desirable? If so, on what basis should it be sought? 


Periodic Revaluation of Fixed Assets 


‘Lastly, it is, I think, true to say that the great majority of 
companies have maintained historic cost as the basis of the 
balance sheet statement of their fixed assets. In many of 
such cases the estimated replacement value is substantially 
in excess of the balance sheet figure. Other companies — à 
much smaller but a growing number, including some 
notable und —have revalued their fixed assets in 
recent years and have adopted the amount of the revalua- 
tion for balance sheet purposes. Profits earned and dividends 
paid are quite often related to the amount of capital em- 
ployed, computed by reference to balance sheet sem ues. The 
relationship will almost certainly differ — and possibly quite 
widely — according to whether the balance sheet figures of 
fixed assets are based on historic cost or on revaluation. Is. 
this not another source of possible misunderstanding? I am 
fully aware of the weight of the ents advanced against 
departure from what has been called the “firm ground” of 
historic cost and it may be that rapidly-rising prices have 
not lent encouragement to the expenditure of time and 
money on re-appraisal which might be seriously out of 
line within a few years. But cannot something be done to 
remove or minimize the risk of misunderstanding to which 
I have just referred? Is'it reasonable to that, in 
accounts generally, periodical revaluation of fixed: assets 
—say every five years — might en historic cost? If this 
were done and if the charge for: depreciation were related 
to the amount of the valuation, would not the balance sheet 
figure of capital employed be'then shown on a more con- 
sistent basis, and the return yielded thereon by profits and 
dividends be then calculated, generally instead of ex- 
ceptionally, on a realistic basis? 

*More, and more people are becoming interested in com- 


pany accounts, and the hope has been expressed that we 


may become a “nation of shareowners", None of the points 
I have mentioned is original, but if I am right that mis- 
understanding can and does arise from them, I suggest 
they now demand renewed consideration, in a fairly wide 
context. It is true that if it is thought that action can and 
should be taken in respect of any of them, the decision must 
come from directors. But the views of members of our 


' profession may well be sought, and it seems to me desirable 


that we should try to clear our minds on these points. I hope 
you agree.’ 

OFFICE BEARERS FOR 1958-59. 
Mr Robert Ian Marshall, B.COM., C.A., of Edinburgh, 


was elected President of the Institute for the ensuing 


year, and Mr Thomas Lister, M.A., C.A., of London, 
was elected Vice-President. ` 

The following were elected members of the Council: 

(a) Members practising in Scotland: Mr Aitken J. Couper, 
GA. (Glasgow), Mr J. A. Crawford, B.A., GA, (Edinburgh), 
Mr J. W. Dallachy, M.A., c.a. (Glasgow), Mr E. C. Finlayson, 
GA, (Aberdeen), Mr W. S. Fleming, c.a. (Aberdeen), Mr 
James R. Gellatly, CA. (Dundee), Mr William Halliday, c.a. 
(Glasgow), Mr Alexander Logie, c.a. (Perth), Mr Alexander 
McKellar, c.a. (Glasgow), Mr A. Kenneth MacKelvie, 
M.B.E., V.R.D., CA. ( h) Mr Alexander Martin, C.A 
(Inverness), Mr W. L. Milligan, B.A., J.P., C.A. (Edinburg h), 
Mr Stanley N. Rae, M.C., T.D., C.A. , Mr Alfred 
Scott, M.B.E., J.-P., C.A. (Ayr), Mr james Stewart, C.A. 
(Glasgow), Mr David H. Taylor, M.A., C.A. (Glasgow), and 
Mr J. Whitton, M.A., B.COM., C.A. (Edinburgh A 

(b) Members practising in the United Kingdom outside 
Scotland: Mr R. Adams, c.a. (London), and Mr John 
Sandilands Wilson, c.a. (London). 

(c) Members not in practice: Ian W. D. Macdougall, 


D.8.C., C.A. (Glasgow), and Mr A. N. E. McHaffie, B.COM., 
CG A. (London). 


"MY J. H. A..C. Crawford, T.D., B.A., C.A. REGIA) 
was re-elected auditor. 
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EAST ANGLIAN SOCIETY 


|. OF CHARTERED 


ACCOUNTANTS 


| ANNUAL DINNER AT IPSWICH 


The annual dinner of the East Anglian’ Society of 
Chartered Accountants was held at The Great White 
Horse Hotel, Ipswich, on March 21st, and was attended 
by.about 140 members and guests. 

Mr A E. Shaw, F.C.A., President of the Society, 


took the chair and together with Mr W. H. Lawson, 


C.B.E., B.A., F.C.A., President of The Institute of 
Chartered Accountants in England and Wales, 
received the company. Among those present were 
Councillor R. Ratcliffe, J.P., Mayor of Ipswich, Mr 
T. M. Bland, President of the Institute of Bankers, 
Sir Richard "Yeabsley, C.B.E., 
l'ison, His Honour Judge Southall, and 


|. Mr F. J. Bradshaw, F..M.T.A. (Borough Treasurer of 
Ipswich); Lieut,-Col. G. B. Clifton Brown Chairman, 

Suffolk Branch, National Farmers’ Union) Messrs T. E. 
Cooke (H.M. Senior I tor of Taxes, Ipswich 1st District) 
R. W.' Cox, Ec... (President, Nottingham Society of 
Chartered Accountants); R. T, Jarvis (Prestdent' East 
Anglian Branch, Institute of Cost and Works Account- 
ants); S. Kitchen, F.C.A, (President, Birmingham and District 
Society of Chartered Accountants). 

' Messrs R. D. Lea, .F.C.A. (President, Leicestershire: and 
Northamptonshire Society of Chartered Accountants); A. S. 
MacIver, M.C., B.A. (Secretary, Institute of Chartered Account- 
ants in England and Wales); J. C. Nelson (Town Clerk of 
qu J. Lacey Scott, r.R.1.C.8. (Chairman, Institute of 

red Surveyors, East Anglian Branch). 

Messrs C. C, Taylor, $.c.A. (President, Liverpool Society 
of Chartered Accountants); R. H. Taylor tege East 
Anglian Society of Incorporated Accountants), F. D. 
Walter (Official Receiver in Bankruptcy, Norwich and Nor poli 
A. H Walton, F.c.a. (President, Manchester Society of Chart- 
ered Accountants). 
| Proposing the toast of ‘The Institute of Chartered 
Accountants in England and Wales’, Mr Bland said 
that the dinner was the first to be held by the district 
society since the integration of The Society of Incor- 
porated Accountants with the Institute — an event of 
great importance and one which had been universally 
welcomed as a development that could only serve to 
strengthen the accountancy profession. 


Bank Rate Change > 


Speaking of the reduction in the Bank rate, Mr Bland 
said that the Government's move would be welcomed. 


| “But I do hope that accountants, who more than anybody, 
perhaps, are in a position to influence the climate of opinion 
in these matters, will do what they can to counter any 
impression that cheaper money means freer lending, For 
the sooner it is accepted that you cannot fight a recession 
abroad by inflation at home — and credit restraint on private 
hs well as public account'is for the moment the only 
racticable alternative to progressive inflation — the easier 
it will be for the Government, the bankers and the account- 
ants to do their job, and the sooner we can hope to get 
back to a freer and more progressive economy to the 
advantage of every man, woman and child in this country.’ 


| Mr Bland went on to say that although 1t would 


F.C.A., Sir Clavering 


be a pity if it were believed that a change in Bank rate 
meant an early relaxation of the credit squeeze, no banker 
would want it thought that bank lending was entirely 
a thing of the past. On the contrary, as he saw it, 
much of the lending that would have been good 
banking in normal times was still legitimate lending 
today. Indeed, it was a necessity to make money avail- 
able on short-term to those industries which were 
making a palpable contribution to the solution of 
our most urgent national problems. 


Finance and the Professional Man 


'I'he response was made by Mr Lawson who spoke of 
the difficulty of professional men in providing capial 
for their own businesses. 

- We are subject’, he said, ‘to income tax ‘and surtax 
on the whole of our income and. must somehow: 
finance the maintenance and. extension of our busi- 
nesses out of net income. We received some help, 
rather belatedly, as regards our pension position by 
the provisions of the 1956 Finance Act. That does not 
solve the problem of financing our businesses. The 
problem will become even more difficult as the genera- 
tion of older men, who have been able to accumulate 
savings when taxation was lower, begins to pass away.' 

Mr Lawson commented that he sometimes wondered 
whether industry had done enough to educate the 
public about the true nature of profits and the need 
for a substantial margin, particularly in new and 
developing businesses. He continued: 

'A profit of 20 per cent on capital employed might 
seem high to some people, büt for many businesses it may 
be the necessary minimum if the business is to prosper 
and develop. Out of the 20 per cent, 9 per cent would 
be payable in income tax and retained profits tax, leaving 
1x per cent. If 8 per cent gross were distributed to share- 
holders, this, with distributed profits tax, would require: 
7 per cent, so that only 4 per cent would remain out of the 
20 per cent for financing the replacement of assets at 
higher costs and for expansion of the business —not a 
large figure.' 

The Council of the Institute in its evidence to the 
Royal Commission on Taxation, dealt fully with the 
difficulties which flow from the present profits tax 
structure and, said Mr Lawson, had recommended 
that the tax should be abolished or drastically revised. 

Sir Richard Yeabsley proposed the toast of “The 
Trade and Industry of East Anglia’, and in response 
Sir Clavering Fison said that East Anglia had a large 
number of new, prosperous industres, so that altogether 
more men were employed in these than in agriculture. 

The toast of “The Guests’ was proposed by Mr 
D. H. Smith, A.C.A., Vice-President of the Society, and 
His Honour 7 udge Southall, replied. 

A tribute to the chairman was paid by Mr George 
Cooper, F.c.A., and Mr Shaw, in reply, thanked Mr 
Henry Robinson, ¥.c.A., and Mr Garfield Goult, F.c.a., 
for their excellent arrangements for the dinner. 
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Notes and Notices 


PERSONAL 


Messrs R. Ormond, Son & Dunn, Chartered Ac- 
countants, previously of 41 Grainger Street, Newcastle 
upon Tyne, announce that as these offices were re- 
quired by the owners of the property, they removed 
on March 27th to 24 Windsor Terrace, Jesmond, 
Newcastle upon Tyne. Telephone: Newcastle 811784. 

Messrs CnuiPcuasg, Woon & Co, Chartered Account- 
ants, of Middlesbrough, Bishop Auckland, Durham 
and Barnard Castle, announce that as from December 
rst, 1957, Mr JOHN GEOFFREY W. MANNERS, A.C.A., 
has been admitted into parmership. The name of the 
firm will remain unchanged. 

Messrs 'lunQUAND, YouNGs & Co announce that 
Mr W. W. Warp, F.c.a., and Mr L. OGDEN, A.C.A., 
have been admitted to: the partnership in London. 
Mr Warp has been partner in charge of the Bristol 
firm since 1951 and will continue to act in that capacity. 
Mr OcpEN has been with the firm in London for 
many years. 

Messrs CHALMERS, WADE & Co, Chartered Account, 
ants, announce with regret the death on March 15th, 
1958, of Mr Wan EWART BURNLEY, B.A., A.C.A., 
who until his retirement in 1956, was a partner in their 
office at Yeovil and elsewhere in the West Country. 

Messrs CLAY, RATNAGE, STREVENS & Ha Char- 
tered Accountants, announce that as from March 22nd, 
1958, they have removed their offices from Bank 
Chambers, 83-85 St Mary Road, Walthamstow, E17, 
to 35, 36 and 37 Central Parade, Hoe Street, Waltham- 
stow, E17. 

Messrs James Watson & Son, Chartered Account- 
ants, of Lloyds Bank Chambers, Carlisle, announce 
that Mr Grorrrey D. SHEPHERD, A.C.A., has been 
admitted into. partnership as from March 16th, 1955. 
The name of the firm will remain unchanged. 

Messrs C. T. Moore & Co, Chartered Accountants: 
of Adelaide House, London Bridge, EC4, announce 
that Mr G. C. STABLES, F.C.A., having accepted an ap- 
pointment abroad, will be retiring from the firm on 
March 31st, 1958. The remaining partners will continue 
the practice under the same name. 

Messrs LARKING & LARKING, Chartered Account- 
ants, of Norwich, Maidstone, and Canterbury, 
announce that as from March 31st, 1958, they have 
taken into partnership Mr RoNALD A. HENLEY, A.C.A., 
and Mr PETER SCARFF, A.C.A., both of whom have been 
with the firm for several years. The name of the firm 
will remain unchanged. 


PROFESSIONAL NOTES 


Mr P. J. Greaves, M.A., A.C.A., director, North Central 
Wagon & Finance Co Ltd, has been appointed 
chairman of the committee of the Finance Houses 
Association Ltd. 

Mr C. E. M. Hardie, ong, F.C.A., has been elected 
chairman of Thomas Preston Ltd. 

Mr H Caladine, A.C.A., has been appointed an 
additional director of Transparent Paper Ltd. 

Mr C. C. Taylor, J.P., F.c.A., has been appointed a 
director of Francis Morton & Co Ltd, Liverpool. 


bo 


Sir Lacon 'lhrelford, M.B.E., F.c.A., has been 
appointed chairman of the Westbourne Park Building 
Society. 

Mr Henry Key, A.A.C.C.A., A.C.W.A., F.C.C.8., has 
been appointed secretary of the Institute of Public 
Cleansing. Mr Key, who is at present secretary- 
accountant of the Central Council for Health Educa- 
tion, will take up his new appointment early in June. 

Mr A. M. Rosholt, c.a., has been appointed financial 
director of Oldhams (Africa) Ltd. 


IN PARLIAMENT 
Income Tax Assessments: Appeals 


Mr CoLLINS asked the Chancellor of the Exchequer if 
he is now in a position to announce his decision 
regarding an extension of the time allowed to tax- 
payers in which to give notice of appeal against 
assessments. 

Mr Amory: Not yet, sir. 

Mr CoLLNs: Can the Chancellor give any indica- 
tion of when a decision will be announced? In any 
case, can he give an assurance that he will give a 
decision before the next crop of assessments comes out? 

Mr Amory: No, I am afraid I cannot satisfy the 
hon. Member’s curiosity as to any date or time, but 
I can assure him that I have not forgotten the point 
he has raised. 

Hansard, March 18th, 1958. Oral Answers. Col. 1090. 


Schedule A 


Mr Pace asked the Chancellor of the Exchequer what 
he estimates will be the revenue for the current fiscal 
year derived from income tax, Schedule A, payable by 
owner-occupiers of residential property. 

Mr Amory: About £34 million. 

Mr Pace: When formulating his Budget proposals, 
will my right hon. friend bear in mind that this 
annual capital tax is a deterrent to house ownership 
and ought to be abolished? 

Mr Amory: I shall certainly take into‘account what 
my hon. friend has said. 

Hansard, March 18th, 1958. Oral Answers. Col. 1094. 


COMPUTER SOCIETY’S BRANCH IN 
CARDIFF 


The inaugural meeting of the new Cardiff and District 
Branch of The British Computer Society will be held 
on Tuesday next, April rst, at 7 p.m., in the Large 
Shandon Lecture Theatre, Physics Department, 
University College, Cathays Park, Cardiff. Dr D. 
Rogers, PH.D., F.INST.P., Senior Lecturer in Physics at 
the University, will be in the chair, and the guest 
speaker will be Mr Dudley W. Hooper, M.A., A.C.A., 
Chairman of the Council of The British Computer 
Society, who. will address the meeting on ‘Computers 
for data processing'. 

The convenor of the meeting is Mr Mervyn Thomas, 
4 Park Road, Hengoed, Glamorgan, from whom further 
information and details of membership of the new 


"branch may be obtained. 
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LONDON AND DISTRICT .SOCIETY OF 
CHARTERED ACCOUNTANTS 


' TAXATION AND MANAGEMENT DISCUSSION GROUPS - 


The Taxation and Management Discussion Groups 
formerly run by the Incorporated Accountants’ Lon- 
don District Society, are now open to members of 
the London: and District Society of Chartered 
Accountants. 

The next meeting of the Taxation Group — which 

meets on the first Wednesday of each month up to 
and including May 7th — will be on April 2nd. No 
definite subject is put down for discussion at any of 
ithe meetings but the members generally deal with tax 
problems which have arisen during the. preceding 
rnonth. 
, The Management Discussion Group will hold its 
last meeting of the 1957-58 session on Wednesday, 
April 9th, when Mr S. L. Pleasance, F.8.4.A., a director 
of Parnall (Yate) Ltd, will introduce an informal 
discussion on "Incentives for the salaried employee'. 

Both discussion groups meet at 6 p.m. at Incor- 
porated Accountants’ Hall, Victoria Embankment, 
WCz2. 

, Members of the London and District Society would 
be welcome at these meetings and full information 
may be obtained from: 
! Taxation Group: Mr H. Gordon Smith, F.c.a., Messrs 
Keeling & Co, 118 Chancery Lane, WC2. 
Management Group: Mr D. L. Brown, a.c.a., Mars Ltd, 
Slough, Bucks. 


LIVERPOOL SOCIETY OF CHARTERED 
ACCOUNTANTS 


CHESTER AND NORTH WALES BRANCH 


At the annual meeting of the Chester and North Wales 
Branch of the Liverpool Society of Chartered Ac- 
countants, held on March 14th, the following officers 
were elected for the year 1958-59: 

Chairman: Mr G. B. Elphick, J.P., F.c.a. 

Vice-Chairman: Mr Hugh Aldred, M.A., E.C.A. 

Hon. Treasurer: Mr G. R. Hargreaves, F.C.A. 

Hon. Secretary: Mr Hugh Aldred, M.A., F.C.A., 9-11 Old 

Bank Building, Eastgate, Chester. 

Hon. Auditor: Mr J. W. Aldred, M.C., F.C.A. 

Mr P. G. Lane, A.c.a., was elected to serve on the 
committee and Mr P. G. Gadd, J.P., F.C.A., was re- 
elected. 

The rules of the Branch Society were altered to 
‘make certain minor amendments to the geographical 
boundaries and to increase the number of the com- 
mittee from nine to eleven and to amend the provisions 
for the retirement by rotation of the committee 
members. The two vacancies on the committee arising 
on the amendments to the rules were filled by members 
nominated by: the President of the Incorporated 
Accountants’ District Society of Liverpool, namely 
Mr H. Parsonage, F.c.a., and Mr C. W. Robinson, 


A.C.A, 
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. THE CHARTERED ; 
ACCOUNTANTS’ STUDENTS’ SOCIETY 
OF KINGSTON UPON HULL 


At the fifty-ninth annual meeting of the Chartered 
Accountants’ Students’ Society of Kingston upon Hull, 
held recently, the following officers of the Society 
were elected for the ensuing year: 

President: Mr E. G. Chadwick, A.C.A. 


Vice-Presidents: Mr R. H Chapman, A.C.A., Mr N. R. 
Cowling, A.C.4., "Mr N. S. Staveley, A.C.A, Mr R M. 
Strachan, A.C.A., Mr J. M. Young. 


Committee: Messrs G. A. Johnson, G. H. McMillan, 
P. A. Robins, R. S. Scott. 


Hon. Auditor: Mr I. Massie, A.C.A. 

Hon. Librarian: Mr C. Hill. 

Hon. Press Representative: Mr M. K. Zivanaris. 
Hon. Treasurer: Mx R. N. Gibson. 

Joint Hon. Secretary: Mr J. M. Ward, c/o Fawley Judge 
& Easton, 1 Parliament Street, Kingston upon Hull. 

In addition, the meeting approved the co-option 
of the following members of the Incorporated Society 
upon completion of the formalities of their admission 
as members of the Students’ Soctety: 


Vice-President: Mr A. N. Smith, A.C.A. 
Committee: Mr G. L. Dixon, Mr T. C. Kirby. 


Joint Hon. Secretary: Mr L. M. Rhoades, c/o Goldie, 
Campbell & Robins, Bank Chambers, Lowgate, Kingston 
upon Hull. 


COMPUTER COURSES IN DUNDEE 


Two summer courses on electronic data processing 
are being held during June and July by the Dundee 
Technical College. 

The first course on ‘Electronic computers and busi- 
ness problems' is being held from June 23rd-27th and 
is intended for those not well acquainted with electronic 
data processing methods. It should prove to be helpful 
for those. accountants and financial directors within a 
company who may become responsible for analysis 
of present and proposed procedures, coding for 
computer installation and operation. 

The second course, from June 3oth—July 4th, is 
concerned with ‘Developments in electronic data 
processing for business’ and is intended for those 
who are already familiar with electronic data 
processing and who seek additional information and 
opportunity to exchange ideas about. the status of 
business data processing methods and current and 
prospective developments. 

The tuition fee for each course is £20 and accom- 
modation in the University residences is available 
at a charge of £7 ros per week. Further information 
about the courses may be obtained from the Head of 
Department of Management Studies, Dundee Techni- 
cal College, 40 Bell Street, Dundee. 





Telephone: Victoria 2002 (3 lines) 
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COMPUTER EXHIBITION AND 
BUSINESS SYMPOSIUM 


H.R.H. The Duke of Edinburgh has consented to be 
Patron of the Electronic Computer Exhibition and 
Business Symposium to be held from November 28th 
to December 4th, at Olympia, London. The exhibition 
and symposium are being organized at the instigation 
of the National Research Development Corporation by 
the Electronic Engineering Association and the Office 
Appliance and Business Equipment Trades Association 
and leading British manufacturers of electronic com- 
puters and ancillary equipment have taken space in 
this exhibition — the first of its kind in the world. 

The symposium, which will stress the value of the 
computer as an aid to management, will consist of 
papers designed to bring to the business executive 
up-to-date information arising from the latest practical 
experience of the installation and operation of British 
computers and data-processing systems. 

Immediately preceding the exhibition and business 
symposium, there is to be an associated scientific 
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symposium organized by the National Physical 
Laboratory and to be held at Teddington, Middlesex, 
from November 24th to 27th. Admission will be by 
invitation. 

Information about the exhibition and business 
symposium may be obtained from the exhibition 
organizer, at 11~13 Dowgate Hill, London, EC4. 


PRODUCTION EXHIBITION 


The third production exhibition and conference is to 
be held this year at Olympia, London, from May 12th 
to 31st, and will have as its theme ‘Production fights 
inflation'. Its purpose is to show the best production 
technology applied in this country. Special sites will be 
provided at Olympia so that smaller fixms, which can 
demonstrate a method or technique helpful to the 
productive efficiency of other firms and industries, may 
take part in a national exhibition at reasonable cost. 
Further information about the exhibition may. be 
obtained from the exhibition organizer, 32 Millbank, 
London, SW1. Telephone: Tate Gallery 8134-8. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


At the March meeting of the committee, a special 
vote of thanks was moved to Mr L. C. McCracken 
for his work as Chairman of the Society in the past 


year. 

Mr B. M. O’Regan and Mr M. W. Russell were 
elected chairman and vice-chairman respectively for 
the coming year. 

The vacancy on the committee created by the 
resignation of Mr.R. C. Boxhall has still to be filled 
as Mr P. C. Le Mesurier has been unable to take up 
the appointment. The committee have decided to 
leave the matter open until the annual general meeting. 

Nominations for this and other vacancies must be 
received by Friday, April 4th, and should be sent to the 
secretary of the Society, Mr R. J. Carter, B.COM., 
F.C.A., at Finsbury Circus House, Blomfield Street, 
EC2. 

Debates 


The attendances at debates in the Spring session 
have shown an excellent increase. At the first meeting 
at which Miss H. M. Taylor of the Abbey School for 
Speakers was present, there were no less than ninety- 
two members. Average attendances previously were 
about twenty to twenty-five. 


Residential Course 


There were over 170 applications for the 130 places 
at the spring residential course to be held in Cam- 


bridge after Easter. Notices to the successful appli- 
cants have already gone out. 


Sports 

During the recent month, sports results have shown 
the reverse of the previous trend of successes. The 
Society lost at association football to London Uni- 
versity, and at squash to the Old Harrovians. At 
badminton, the Society lost to University College, 
but beat both Barclays Bank and Regent Street 
Polytechnic. 

A new fixture this year was a rugby football match 
against a team of Irish articled clerks on the morning 
of the international match at Twickenham. Ireland 
were victorious, winning 25-5. 


Incorporated Accountants’ Students' Society 


The Incorporated Accountants’ Students’ Society 
was officially wound up on Thursday, March 13th, 
The transfer of its functions has now been completed. 


Next Week’s Meetings 
The following meetings will be held during next 


week: 


Monday: Visit to Ford motor works (limited number). 

Tuesday, 6.30 p.m., at Dorking: Lecture on ‘General 
financial knowledge’, by Mr V. S. Hockley, B.COM., 
C.A., A.A.C.C.A, 

Friday: Squash v. Old Paulines. 
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The Economic Survey 


"Y N the Economic Survey, 1958, published this week!, the Govern- 
[ra is obviously caught in a dilemma. On the one hand, it 

is clearly thankful that 1957 turned out a better year than at 
one time seemed likely (there was the Suez crisis at one énd and 
the Bank rate crisis at the other to upset the prophets) and that 


_ the heavy fall in world commodity prices along with the recession ` 


in the. United States actually improved this country's trading 
position. On the other hand it ER the prospect for 19 58 with 
mixed feelings. 

"The fall in world commodity prices, in the official view, gives 


the country a chance to get rid of the creeping inflation which has 


afflicted it for twenty years. Furthermore, since conditions in 
overseas markets are likely to be increasingly difficult, a stable or 
falling price level at home should give British exporters an edge 
on their competitors. The Government also foresees a decrease 
in the pressure of demand on resources in this country this year. 
The rise in public investment in the second half of 1957 will be 
checked this year and there will be little change in real terms’in 
Government expenditure. Private fixed investment is expected 
to increase less than in earlier years but there is some caution 
in foreseeing the total pressure of demand since rio firm view is 
taken on whether industry and trade will build up their stocks 
above minimum requirements. An opinion on this point clearly 
amounts to a view about the trend of world commodity prices 
which in turn are waiting for the upturn out of the American 
recession. The Government thinks that there may be a substantial 
surplus on current account in 1958. Exports may be difficult to 


maintain but it is thought that the fall in import prices will 


continue to help the terms of trade and there is expected to be 
a further improvement in the invisible account. 

It is at this point that a certain amount of anxiety creeps into 
the official view. The Survey points out that last year this country 
did fairly well as a trader and an investor but in its role as an 
international banker it was obliged to borrow to meet the unusually 
large calls made on the central reserves by the rest of the Sterling 
Area. Such rüns on the reserves have the effect of reducing this 
country' s liabilities to the other members and from that point of 
view the trend has certain merit but it puts an unconscionable 
strain ori the reserves (as witness last September) in the process. 
The Survey notes with some concern that nearly all the countries 
in the rest of the Sterling Area have suffered a loss of export 
earnings owing to the fall in world commodity prices and these 
earnings may stay depressed. The Government thus expect à 
! Cmnd. 394. 
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continuing reduced level of non-sterling earnings 
by the rest of the Sterling Area and a consequent 
continuing call on the central reserve by the 
members of the Sterling Area involved. They 
expect the United Kingdom current trading 
position to be good in 1958 and that the rest 
of the Sterling Area will therefore be able to 
call on the central reserve without causing too 
severe a strain on sterling. It is noted that this 
facility for the rest of the Sterling Area to live 


on its sterling reserves helps to maintain United: 


Kingdom exports and reduces this country's long- 
term liabilities to its clients. Nevertheless, there 
is a hint of concern lest something in this nicely- 
balanced prognosis goes astray and a weakening 
in sterling develops later in the year. 

There is some anxiety expressed about the 
American recession. The Survey points out that 
in 1953 (when the last American recession 
developed for twelve months or so) the rest of 
the world gained gold and dollar reserves on a 
large scale. In 1957, most countries lost reserves 
— Germany being a notable exception. Thus, the 
world entered the latest American recession with 
smaller reserves with which to insulate itself from 
the effects of the American trade cycle. The 
Survey also calls attention in this connection to 
the drop in commodity prices and the effect on 
the trade balances of primary producing countries. 
Finally, it is expected that world industrial pro- 
duction is likely to be lower in the first half of 
1958 than in the second half of 1957 because on 
this occasion the recession in the United States 
is not likely to be offset by a vigorous expansion 
in Europe as occurred in 1953. The report does 
not say so, but the inference is clearly that the 
rest of the world is financially weaker to meet 
economic pressure and that the level of world 
trade is falling which means smaller export 
earnings for this country and increased com- 
petition in foreign markets. 

So far as this country can be considered in 
isolation, 1958 is expected to be a good year. 
Nothing is promised about the level of unemploy- 
ment in the worse hit areas but the Government 
would seem to wish the inference to be that 
inflation should be brought to an end this year 
and that exports should be maintained. There 
are certain inferences about the level of industrial 
production which the Government will wish to 
draw on Budget day as regards the level of 
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industrial production, savings and investment in 
the new financial year. On these matters the 
Economic Survey maintains a. tactful silence. 

It is clear that those who have written the 
Survey expect 1958 to be a year not unlike 1957, 
if one measures years by economic statistics. 
1957 was a year of modest expansion in the 
opinion of the Survey. In real terms total final 
expenditure increased by 2 per cent. There was 
an increase in home investment and personal 
consumption and a significant fall in the current. 
expenditure of public authorities. Exports were 
virtually unchanged. Gross fixed investment went 
up by 5 per cent in real terms, a level similar to 
1956, but it was concentrated in transport and 
communications and there was a heavy fall in 
building construction. The value of physical 
increase in stocks was £425 million compared 
with {£325 million in. 1955 and £250 million for 
1956. The increase in home consumption and 
investment was met partly be increased home 
production and partly by higher imports. The 
increase in industrial production was about 14 
per cent over 1956 and was concentrated in 
engineering and similar industries. ‘This increase 
in production was achieved by only a small 
increase in manpower and output per man-year 
went up by 14 per cent. Increases in employment 
were concentrated in metals and engineering 
while a fall took place in building, agriculture 
and Government service. The biggest fall of all 
was in defence production which did not in most 
cases involve a change in employment from one 
company to another. 

The statistical picture of 1957 against which 
the outlook for 1958: may be measured is given 
in Preliminary Estimates of National Income and 
Expenditure, 1952-1957 (Cmnd. 398), also pub- 
lished this week. According to this White Paper, 
the gross national product last year rose to 
£19,188 million, that is by 6 per cent. This 
compared with an increase of 8 per cent in the 
year before. Last year personal incomes before 
tax went up by 54 per cent (8 per cent in 1956) 
and wages and salaries by 6 per cent (9 per cent 
in 1956). Of the increase in personal incomes, 
about one-sixth went in income tax and national 
insurance contributions, about one-sixth was 
saved and two-thirds were spent. Personal savings 
increased to the record figure of between 10 and 


11 per cent of total personal income after tax, that 
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is to about.two-fifths of the nation's total savings. 
- -Gross trading profits of companies before tax 
‘went up by 5 per cent on the year but the gross 
trading surplus of public corporations dropped 
by 4 per cent. Dividend and interest payment 
went up by 7 per cent compared with 9 per cent 
in 1956. During the year the central Government 
increased its saving substantially and contributed 
'about one-seventh of the total. Companies and 
public corporations, taken together, increased their 
saving by relatively little, but their investment 
'in fixed assets and stocks went up RECH 
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. lf the hopes, as opposed to the fears, of the 
Economic Survey are realized, the history of 1957 
should be reversed. There should be an initial 
period of disinflation in 1958 followed by a 
recovery in investment; notably in the capital 
goods industries. If this happens, the statistics 
for 1958 will show a similar state of aífairs to 
the overall figures for 1957. The Government is ` 
exceedingly cautious in forecasting confidently 
that all this will happen. Its eyes, like those of 
many people, are fixed on the course of the 
American recession. 


outlines of Gifts and Gratuities . 


by FELICE V. SLADE, A.C.A. 


R JUSTICE VAISEY decided in the 
High.Court on March. 6th this year that 
: cash gifts received by a huntsman at 
. Christmas from members and followers of the 
hunt were taxable. This test case (Wright v. 
Boyce)! was described by the Press as the first 
contest between the Crown and the taxpayer over 
whether Christmas presents were taxable when 
received by an employee. At the time of writing 
it is not known whether it will be taken to appeal. 
| Before reviewing the case in detail it may be 
wall to consider what, if anything, the Income 
| lax Acts have to state on the matter of gifts 
and to have regard to previous decisions of the 
Courts on the subject. Among earlier judgments 
may be found decisions relating to gifts to clergy- 
‘men, cricketers, Igotosuen jockeys, taxi-drivers 
and others. 





— w 


Principles 


A gift is not, as such, assessable. A payment 
, may, however, be liable to income tax although it 
was made voluntarily and the principle involved 
is set out clearly in the following dictum of 
Collins, M.R., in Herbert v. McQuade (4 T.C. 
489): 

‘Now that (judgment), whether or not the par- 
ticular facts justified it, is ce 
of a principle of law that a payment may be liable 
to income tax although it is voluntary on the part 
of the persons who made it and the test is whether, 
from the standpoint of the person who receives it, 
it accrues to him in virtue of his office; if it does 
it does not matter whether it was voluntary or 
whether it was compulsory on the part of the 
persons who paid it.’ 


ja Seé The Accountant, March 15th, 1958, page 31a. 


rtainly an affirmation. 


The question is not, What was the motive of the 
payment? but, What was the character in which 
the recipient received it? The absence of any 
legal obligation on the part of the persons who 
contributed the money does not negative the tax 
liability. 

Generally speaking, therefore, voluntary pay- 
ments or gifts made by an employer to an em- 
ployee are assessable unless it can be shown that 
the- present was given in appreciation of the 
recipient’s personal qualities and not for his 
services. Lord Cave drew the distinction (which 
in practice is often a very fine one) in Reed v. 
Seymour (6 ATC 433; 11 T.C. 625) when he 
stated: | 

'.. . it must now (I think) be taken as settled 

that they (the words "salaries, fees, wages, per- 

quisites or profits whatsoever therefrom [t.e. from 
'an office or employment of profit] for the year of 

. assessment") include all payments made to the 
holder of an office or employment as such — that 
is to say by way of remuneration for his services, 
even though such payments may be voluntary - 

. but that they do not include a mere gift or present 

(such as a testimonial) which is made to him on 

personal grounds and not by way of payment for 

his services’. 

It wil be noticed that this quotation makes 
no reference to the source of the payments, i.e. 
whether made by the employer or someone else, 
and the fact that a payment is made by someone 
who is not in the direct position of employer may 


be a factor suggesting that the payment is by way 


of gift. The basic test, however, is the same. 
The word ‘therefrom’ in Schedule IX, para- 
graph 1, Income Tax Act, 1952, refers to the 
office or employment and not to the employer. 


a 
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A somewhat exceptional case was Cowan v. 
Seymour (7 T.C. 372) where a payment to a 
liquidator by the shareholders of a company, as 
a voluntary gift in appreciation of his conduct of 
the winding-up, was held by the Court of Appeal 
not to be a profit of any office, but a testimonial 
for past services, ahd not assessable. It was a fine 
. line which was drawn in coming to this decision, 
and the fact that the payment arose after the 
completion of the office was possibly a deciding 
factor. 

The question whether à particular payment is 
a gift or an emolument is usually one of fact. 
Lord Carson made this clear in Reed v. Seymour: 
(supra) 

“In the present case the Commissioners were, in 
my opinion, fully entitled to decide as a question 
of fact that the sum in question was not wages or 
perquisites or profits accruing by reason of the 

. enployment of the appellant.’ 


Clergymen 


In the recent case concerning thé . huhtsman, 
the Crown contended that the gifts were in the 
same category as a clergyman's Easter offering. 
This source of income has been taxable for the 
last fifty years, but some parishioners appear to 
be under the impréssion that, às the law stands, 
only the money which is actually placed in the 
offertory plate on Easter Sunday is taxable and 
that a donation dropped through the vicarage 
letter-box need not be included in the vicar's 
income tax return. This is not so. In the case of 
Cooper v. Blakiston (5 T.C. 347) it was held 
that not only the church collections on Easter 
Day but also the gifts which had been sent 
privately through the churchwardens or dirèct 
to the vicar were taxable. The Court held that 
the total offerings represented money in respect 
of the taxpayer's services as incumbent and as 
such were assessable, but Loreburn, L.C., said: 
. — if the occasion of the gift had been the 
clergyman's retirement, or his golden wedding, 
the decision would, I apprehend, have been the 
other way'. 


In. the case before them, however, as the Lord 
SE explained, 

. there was a continuity of n payments 

apart from any special occasion or purpose, and 

the ground of the call for subsc BE ae was one 


. common to all clergymen with insufficient stipends, 
.. urged by the.bishop on behalf of all alike". 


Whitsun offerings to curates are similarly 
taxable (Slaney v. Starkey deM IO A T.C. 
100}: SR T.C. 45). ` 


uti 
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During the committee stage of the Finance 
Bill, 1957, Commander Marshall, M.P., moved a 
mew clause to exempt Easter offerings from 
income tax. Offerings generally and expenses of 
the clergy of various denominations were dis- 
cussed at some length and the Chancellor of the 
Exchequer stated: 

‘Before the next Budget, I will closely. study all 
. these proposals and see whether, without violence 
to long-established principles, 3t 1s possible to give 
effect to the desire to assist and encouragé ministers 

. of. religion and the churches generally.’ 
| (Hansard, July 1st, 1957. Col. 849.) 
He was warmly thanked for the wide view he 
expressed and for giving some hope that, at last, 
real consideration would be given to a matter of 
which both sides of the House had for a long time 


been pressing for amendment. 


It is understood, incidentally, that the Manx 
Parliament recently decided that Easter offerings 
given to clergy in the Isle. of Man should be 
exempt from incomé tax. 


Cricketers and Footballers - 


Professional cricketers and footballers are assessed _ 
on the proceeds of benefit matches arranged under 
the terms of their agreement but not if outside 
those terms. Similarly, they are not normally 
assessed on the proceeds of a public subscription 
or a collection made at a benefit match. On the 
other hand, where a professional cricketer, by 
reason of an express clause in his agreement, 
receives collections from the public for out- 
standing performances, these are assessable 
(Moorhouse v. Dooland (23 A.T.C. 410; 36 T.C. 1)). 

In Reed v. Seymour (supra) the point at issue 
was whether the net proceeds of a benefit cricket 
match were assessable. The taxpayer's services 
to the Kent. County Cricket Club culminated 
in a benefit match and he réceived the gate money 
and à further sum on the subscription lists as 


: was usual in such cases. The Inland Revenue 


assessed him on the gate money only, contending 
that it was received either in respect of services 
rendered, assessable under Schedule E, or as 
‘other annual profits or gains’ chargeable under 
the provision now replaced by paragraph 1 (b) 
of Schedule D (Section 122, Income Tax Act, 
1952). Under the regulations of the Club, the 
committee reserved to themselves àn absolute 
and unfettéred discretion as regards benefit 
matches and it was an entirely voluntary act on ` 
the club’s part to grant this benefit match and to 
encourage subscriptions in connection therewith. 
The Lord Chancellor said that the subscriptions 
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being the spontaneous gift of the public were 
plainly not income, and the gate money which 
might be regarded as the contribution of the 
club was in the same category, being made to 
the cricketer on personal grounds and ‘not by 
way of payment for his services, there being no 
agreement for the match. The Court held that 
the payments were not assessable to income tax. 
Lord Cave said: 
"Ihe question to be answered is, as Mr Justice 
Rowlatt put it: “Is it in the end a personal gift or 
" js it remuneration?" If the latter it is subject to the 
‘tax; if the former it is not. Applying this test, I 
" do not doubt that in the present case the net 
proceeds of the benefit match should be regarded 
as a personal gift and not as income from the 
appellant’s employment. The terms of his em- 
` ployment. did not.entitle him to a benefit... 
except imn a very special case, it a not granted 
 IDOre than once. Its purpose is not to encourage 
the cricketer to further exertions, but to express 
the gratitudé of his employers ard of the cricket- 
` loving public fór what he has already done, and 
their appreciation of his personal qualities? 


“In Davies v. Harrison (6 A.T.C. 536; 11 T.C. 
707) an association. football professional was 
employed at a salary by his club. The conditions 
of his employment. were subject to the rules o 
the Football League. "These rules permitted pay- 
ment of a cash benefit after five years' service 
and further benefit after ten years’ service, and 
in the event.of transfer to another club the trans- 
ferring club were permitted to pay in lieu of the 
accrued benefit a. percentage of the guaranteed 
amount based on the number of seasons’ service. 
The professional was transferred to another club 
and the first club paid him {650 as accrued 
benefit. This amount was held to be assessable 
under Schedule E as a profit of his employment. 

A bonus received by a footballer for ‘signing 
on' is not liable to income tax and the proceeds 
of a match organized and run by a player or a 
committee on his behalf are not assessable on 
him if it can be proved that the match has been 
organized and run independently of his Eun 
Mna the club may have assisted. 


Jockeys 


Turning next to jockeys, there are two cases 
which concern gifts received. The first, Wing v. 
O'Connell ((1927] I.R. 84), came under Schedule 
D. It concerned a professional jockey who was 
engaged for and ordinarily remunerated for each 
race. As soon as a race was over the engagement 
was at an end. The remuneration was fixed by the 
Irish Turf Club but when the jockey was success- 
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ful he sometimes received a present from the 
owner of the race-horse. These gifts took the form 
of either a share of the owner's betting winnings 
er a part of the stake. In: 1921 the ‘jockey won 
the Irish Derby and he received a present of 
£400 from. the owner. The jockey contended 
that the present was received after the employ- 
ment had ceased, that it was.a voluntary present 
and that it was paid in respect of personal qualifi- 
cations. The Supreme Court-of. Eire held that 
the {£400 was assessable as a profit from his 
vocation. 

In the second case, Poole v. Childs ([x935] 
K.B.D.), a jockey whose remuneration repre- 
sented retaining fees, riding fees and a percentage 
on winning rides, also received voluntary pay- 
ments from owners. These voluntary. gifts were 
quite customary but they were not authorized by 
the Jockey Club. The Commissioners .held that. 
-the gifts were not assessable. The Crown 
appealed and as the SE did not appear the 
case went gd default, ; 


Taxi- drivers 


til 1947, the question of the gë of 
ips had not been brought before the Courts 
ut in that year it was held in the case of. Calvert 
. Wainwright (26 A.T.C. 13; 27 T.C. 475). that 
a taxi-driver's tips were assessable. Mr Wain- 
wright was a taxi-driver employed by a taxi- 
owning company from whom he received a wage 
„and tips were not a part of the bargain between 








“them. In the course of his work he received.tips 


from passengers which the General Commis- 
sioners had decided were gifts to him personally 
and not part of the profit or gains of his employ- 
ment. The Court held that the tips were assess- 
able. Atkinson, J., added however: 


‘I have in mind somebody who has the same 
taxi every day. .. . The ordinary tip given in 
those circumstances: would be something which 
would be assessable, but supposing at Christmas 
or when the man is going for a. holiday the hirer 
says: "You have been very attentive to me, here 
is a ten-pound note", he would be making a 
present, and I should say it would not be assess- 
able. . . . In those circumstances it would be a 
payment, ‘in my opinion, of an exceptional kind. 
But a tip given in the ordinary way as remunera- 
tion for .services rendered is well within the 
principles above defined.’ 

This case now governs the treatment of em- 
ployees in a number of trades where tips form a 
substantial part of the income, e.g. restaurant 
and hotel servants, railway porters, ENEE 
assistants, etc, 
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Employees Generally 


Awards of a single payment of reasonable amount 
made by employers to employees for successful 
suggestions in connection with suggestion schemes 
are not regarded by the Inland Revenue as 
liable to income tax except in cases in which the 
making of the suggestion represents part of the 
regular duties of the employee concerned. 

In Weston v. Hearn: Carmouche v. Hearn 
(22 A.T.C. 240; 25 T.C. 425) it was the custom 
of a bank to make gifts to employees who had 
completed twenty-five years' service and these 
gifts were held to be assessable under Schedule E. 
The bonuses which nowadays are paid by many 
companies and firms at their discretion in addi- 
tion to the agreed salary are taxable on the 
principle expressed in these cases. 

Christmas gifts in kind to subordinate em- 
ployees are not treated as taxable remuneration. 
As Rowlatt, J., said in Machon v. McLoughlin 
(5 A. T.C. 381; xx T.C. 83): ` 

‘You cannot add the advantage to the wage for 

the purpose of taxation unless that advantage can 

. be turned into money.’ ` 
Furthermore, Lord Halsbury pointed out in 
Tennant v. Smith (3 T.C. 158) that to be assess- 
able the advantage must be capable of bein 
turned into money from its own nature. Thin 
which have been held to be convertible into 
money include savings certificates. (Carmouche 
v. Hearn) and company shares (Weight v. Salmon 


(14 A.T.C. 47; 19 T.C. 174). Similarly, the . 
value of luncheon vouchers is not assessable but; 


meal allowances in cash are. : 

Before 1954 there was an official concession 
whereby gifts to subordinate employees in the 
form of savings certificates, savings stamps or 
deposits in the Post Office or trustee savings 
banks in lieu of Christmas presents, usually 
made in kind, were not assessable in the recipient's 
hands, but this no longer applies. 


Savings Schemes 


Quite apart from the Inland Revenue's treat- 
ment of gifts of savings certificates at Christmas 
time, is the concessional practice designed to 
encourage savings schemes. It is understood that 
where 
(1) the employer's contribution to each individual 
employee is measured by reference to the 
amount of the employee's contribution to 
national savings, or 
(2) the employer's contribution takes the form of 
certificates for ballot amongst employees who 
buy certificates, 
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the amount of the employer’s contribution accru- 
ing to an employee is not normally to be regarded 
as the employee’s income for tax purposes. 
Where, however, the employer's contribution is 
measured by. reference to such factors as the 
employee’s salary or length of service, the amount 
of the employer’s. contribution is regarded as 
assessable in the recipient's hands. Also, where 
the employer’s contribution appears to the 
Revenue to be unreasonably large or to have tax 
avoidance as an object the matter will be looked 
into more closely. In this connection the Revenue 
do. not regard contributions made by an employer 
up to the amount of the employee’s own con- 
tributions as unreasonable in amount. 


Huntsman 
Such, then, was the law and practice when the 
Case of Wright v. Boyce came before the High 
Court on March sth, 1958. Mr Wright, huntsman. 
of the Woodland Pytchley Hunt, appealed against 
a decision of the Special Commissioners uphold- 
ing assessments which had been raised on him 
under Schedule E on gifts he received at Christ- 
mas in seven successive years, from 1948 to 195 5. 


"About £35 in each year was involved. 


Mr Wright was a professional hunt servant. 
e was the senior servant of the Master of the 
unt to whom he was responsible and in the 
neighbourhood he became a personality of some 
note. His duties involved the feeding and care 
of the hounds and the management of the kennels 
and he was responsible for controlling the hounds 
in the hunting field. At Christmas, some but 
not all of those with whom he was acquainted 
gave him presents either in cash or in kind and 
some who gave him gifts were personal friends. 
Those who gave these presents included not 
merely persons who rode to the hunt but also 
persons who never rode but were ‘interested’ in 
the hunt. The Commissioners sought to tax the 
presents given in cash but not those received in 
ind 


For the Crown it was stated that when Wright 
was ill one Christmas and unable to attend the 
meets he received very few cash presents. The 
inference was that the presents were in respect 
of his duties as a huntsman rather than in his 
personal capacity. 

When Mr Justice Vaisey ruled that the cash 
gifts were taxable he said: 

‘I regret having to reach that decision . . . it 
seems to me that what Mr Wright really earned 
as a huntsman was first, his salary, and secondly, 
the customary collections made for him at Christ- 
mas and on Boxing Day.’ , 
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Ten Years After ce 7 8 


A REVIEW OF THE PROGRESS OF BRITAIN'S NEW TOWNS 
by G. R. RAWES, T.D., A.S.A.A., F.L.M.T.A., A.C;LS. 


{OUR of the new towns, Steven age, Crawley, 
Hemel Hempstead and Harlow around 
London, Aycliffe in County Durham and 
East Kilbride near Glasgow, have completed the 
first decade of their existence. Eight of the 
remainder are between seven and eight years of 
age, and Cumbernauld, north of Glasgow, was 
founded only two years ago. 
These fifteen new towns are being created by 
development corporations established by the 
New Towns Act, 1946. This Act ensures the 


. money and means for their objectives — the pro- 


D -— ~ 


vision of a new life for nearly three-quarters of a 
million péople, many thousands of them pre- 

viously ill-accommodated, in the entirely fresh 
surroundings of the new towns comprising 
nearly 70,000 acres: 


Public Resources 


The corporations have tackled this grand and 
novel social experiment with enthusiasm and 
energy. The surrounding local authorities have 
also provided and extended schools and other 
public services, including some welfare amenities, 
and become responsible for administering them 
in the areas concerned. The public boards too — 
electricity, gas and water — have invested heavily 
on new mains, services and distribution in 


. advance of the new development and influx of 
. population. More récently, there has been a 
, marked acceleration im investment by private 
' enterprise for factories, shops, offices, churches — 


and houses — encouraged by growing confidence 
born on the hard terrain of established progress. 
Such a background emphasizes the powerful 
public resources which underwrite the project. 
The corporations, as the’ principal partners, 
however, have almost from the beginning met 
the most disturbed and difficult conditions 
since long before the Second World War. They 


, have encountered rising costs of building and 


_ 


maintenance, capital restrictions and all the other 
complexities arising from an inflationary economy. 
How far then, in the past ten years, has this huge 
enterprise progressed towards fulfilment? 


| 1 See ‘New Towns and the Profession’, by the same author, 


in The Accountant, January 9th, 1954. 


Pressure of Inflation 


The reports of the development corporations p 
the period ended March 31st, 1957, were pub- 
lished last October.? This annual: Blue Book, 
containing the reports and accounts of all the 
English and Welsh corporations, and a similar 
one for the Scottish corporations, together shed 
much light on this question. 

The theme of these reports is the depressing, 
and lately even dangerous, extent that the in- 
creasing interest rate on their borrowed capital 
is. injuring much solid.and encouraging progress 
in the last decade. 

These complexities derive from the Act which 
prescribes that only the Minister of Housing arid 
Local Govetnment (thé Secretary of State in 
Scotland) may lend money to tlié corporations 
for development purposés, and on terms and 
conditions approved by the Treasury. These 
loans are repayable annually ovér sixty years. 
The interest rate has been closely linked to the 
prevailing Public Works Loan Board rate, al- 
though the advances of money are not made fiom 
this source. For this reason the corporations have 
sustained no less than fourteen changes in the rate 
between November 1951, when it began to rise 
from 3 per cent, until Septembér i957 when it 
had reached 5$ per cent. The répercussions from 
the latest high rates are beginning to imperil the 
economic outcome of the whole project. 


Housing 
The corporations cannot relinquish house build- ` 
ing without abandoning théir entire objective. ` 
Most post-war social planning depends upon, 
satisfactory housing, and nowhere is this more 
true than in the new towns, where housing must 
always play the major part in creating their 
balanced communities. The approach by the 
corporations to the peak of their programmes 
inevitably commits them to increasing expendi- 
ture by tbe impetus arising from past and 
present investment. Yet for these last six years 
the financial implications of maintaining the 
paramountcy of housing have grown more 


? H.M. Stationery Office, England and Wales 16s 6d. 
Scotland 5s. 
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onerous. The corporations are now encountering 
growing deficiencies of revenue in their housing 
schemes mainly because of the continuing in- 
creases in the interest rate and to a lesser extent 
as the result of higher building and maintenance 
costs. In 1953, for example, the all-in price, in one 
new town, of a typical three-bedroom house was 
about £2,000. This had risen by 1957 to nearer 
£2,400. In the same four years the interest rate 
had risen from 4 per cent to 5€ per cent on the 
higher capital cost. In terms of weekly rent this 
resulted in an increase of 245, or nearly double the 
earlier rent, despite the retention of the Exchequer 
subsidy (now worth 12s 4d to the tenant) which 
.has been denied to local authorities since 1956. 


Some corporations in the last year or so have 
been unable to impose these economic rents 
without creating wide social problems. Several 
devices short of cessation of building have been 
adopted to combat these conditions. Tighter 
planning, greater densities, a slow-down in 
letting new contracts for both civil engineering 
and building works, delay in embarking on new 
schemes with a consequently lower figure for 
completions, are some of the modifications ac- 
cepted by the corporations in the hope that they 
would result at least in stabilizing rents. The first 
signs of these measures for economy in thestandard 
of accommodation are evident in the calendar year 
1957 when about 12,500 new dwellings were 
completed, compared with about 13,000 in 1956. 

Altogether the fifteen new towns, by December 
1957, have. housed about 232,000 people in 
75,000 new buildings either occupied or in course 
of completion; 64,000 of these have been built 
by the corporations. Correspondingly, the popula- 
tion in 1957 grew by about 44,000 (1956 about 
38,000). The average number of persons in each 
new dwelling increased from 2:95 to 3°05, or 
3°65 if the considerably natural increase of 

opulation in pre-1957 dwellings is included. 
The adult population is predominantly young 
and the proportion of children is correspondingly 
high. Hence the number of school places com- 
pleted rose during the year by over 11,000 to 
nearly 56,000 in 118 new schools. 


Industry 


‘Most development corporations must create the 
means of sustaining their growing population 
within the area; at the end of 1957, nearly £17 
million has been spent in those new towns with 
industrial estates to develop. This substantial 
investment is in the form of either financing new 
buildings or extensions on land bought and 
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developed by the corporations themselves or in 
simply leasing this land to industrialists on which 
to build their own factories. In a very few cases, 
corporations have made outright freehold dis- 
posals of such acquired land. Industrial develop- 
ment has strong economic roots, nourished by 
the Government departments, who help to secure 
a diversity of industrial manufacture and pro- 
cesses, This ensures both stability and variety of 
employment; important attractions to women and 
an increasing number of young people. 

In 1957 nearly two million square feet of new 
factory space, together with a further two 
million square feet under construction, brought 
the total space in use to ten and a quarter million 
square feet. This was shared between 298 new 
factories already employing about 66,000 persons. 
A further sixty-one factories are under 
construction. 


Shopping Centres 

The commercial and domestic development is 
lately shifting its emphasis from neighbourhoods 
to the town centres. These central shopping areas 
are now well advanced — over a hundred main 
shops exist in several of the towns. The total 
new shops completed number 1,113, compared 
with 820 at the end of 1956, and the floor space 
rose from 989,000 to 1,643,000 square feet. 

Some corporations are themselves building all 
the shops and other letting properties and financ- 
ing such development from their own borrowed 
funds. This encourages an almost complete 
landlord monopoly. Àn alternative policy reserves 
part of these areas for private development by 
offering ground leases to property and insurance 
companies who may build for their own or sub- 
tenants’ occupation. 

This latter policy provides a second type of 
finance for retailers and, it is claimed, introduces 
economic stability. Ground leases already dis- 
posed of reflect capital values between {£50,000 
and £180,000 an acre. In the central shopping 
centres these values can rise to nearer £250,000 
an acre in the future when ‘escalator’ rents 
emerge from evident successful development. 


Disposal of Assets 
Throughout the decade, the corporation's work 
has been mainly on the creation of vast capital 
estates. Periodically, disposals are made from 
them of, for example, school sites to local authori- 
ties, land to the Church autborities and other 


cultural organizations. Contrary to expectations, 


these transactions cannot always be profitable if 
land acquisition expenses, site development 




















April 5th, 1958 397 
FIGURE 1 AGGREGATE BALANCE SHEET AS AT MARCH 3IST, 1957 
E fifteen Development Corporations establisbed under New 'l'owns Act, 1946 
Áooo's fooo’s Á£ooo's  £ooo's 
ADVANCES by English and Scottish Cierre OUTLAY at cost 
Ministers 171,752 Land and Site Works 
Less Repaid by all development cor- Purchase of land : i 6,057 
porations 2,005 Other acquisitions .. € T 745 
Site works .. Se 22,601 
Oücstanding to date 169,747 - 29,404 
Building Construction etc. . 
CURRENT LIABILITIES Houses purchased .. 2,905 
Works contracts 5,555 Other buildings purchased ` 2,675 
Other creditors and accrued expenses 1,968 “Dwellings constructed .. 100,627 
7,523 Industrial buildings T .. 13,096 
PROVISION for rerum to estates and Commercial premises 2 ef 5,803 
properties T 726 I25,106 
Add Standard provision for year 689 Corporations' own plant, equipment 
Additional provision .. at 32 and iture - 640 
General development expenditure 4,034 
1,447 
Less ended in year on sepan and Ancillary Undertakings ; 
maintenance : : 538 Sewerage Works  .. 11,292 
gog Water is m 1,140 
Main roads .. 2 Ps T" 1,771 
Other Cé D vs S 35 
14,238 
173,422 
Less Depreciation 2,983. 
170,439 
Loans to other bodies and persons .. 788 
Ss 171,227 
Notes: (1) Included in these deficiencies DISPOSALS OF ASSETS Us 
of revenue is an estimated Deficiencies 315 
sum of £2,025,000 in respect Surpluses 107 
of interest on capital develop- PRA 208 
ment before the date of com- = 
pletion, £232,000 of which Pantie d 71,435 
E to the Scottish icd Stocks and stores — cost 194 
Vater Debtors Vs ,931 
(2) Outstanding capital commit- Cash IZI 
ments are about £28 million. 2,246 
; 173,681 
DEFICIENCIES of Revenue 
General Account 
England and NN. 1,015 
Scotland .. A 935 
Ancillary Undertakings . 
England and Md oe 543 
Scotland " 5 
2,548 e 
—— h 
178,1 ALLY dde 
£178,179 £178,179 


works, apportioned general development costs 
and interest on this outlay exceed the sale price. 
These apportionments can be highly arbitrary 
when site costs vary between £2,000 and £30,000 
an acre, and development is unfinished. Never- 
theless, corporations are required to account for 
these transactions as they arise, instead of alter- 
natively retaining the gross proceeds of sale in the 
capital account until all development is com- 
plete. Then the value of disposals could be 
matched. conclusively with tbe relevant cost of 
development. The outcome would be less liable 
to misunderstanding and. avoid obscunng the 
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balance sheet and general revenue account in the 
interim years. 
Special Services 

In several new town areas, the corporations 
undertake to develop sewage disposal and drain- 
age works, certain classified roads and sometimes 
water supply, where the local authorities are 
unable to shoulder the heavy capital outlay. Some- 
times the corporations contribute towards such 
outlay by other authorities. This expenditure is 
shown separately in the balance sheet under the 
heading ‘Ancillary undertakings’ at 14,238,000 
less depreciation. Ultimately on the cessation n of 
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FIGURE 2 


AGGREGATE GENERAL: REVENUE ACCOUNT 
of the fifteen EE for year ended March 31st, 19 87 


£000’s fooo's 

















EXPENDITURE 
Interest on Advances T l 5,705 
Depreciation of assets .. $^ SS 690 
ý 6,395 
NM coe of roads, parks and open 
spaces before adoption by local authorities 95 
6,490 
Admisstistion | 
Salaries and superannuation .. .. 1,897 
Professional fees including audit — .. 460 
.2,337 
Office expenses, travelling, pronag, 
publicity and cous | 368 
M —- 2,705 
Estate management de i Se 1,364 
Gross revenue expenditure ge 10,559 
Deduct Administration ee to 
‘capital development 2,635 
7,924 
INCOME 
Housing, industrial, commercial rents  $,546 
Exchequer housing subsidies M 1,920 
ellaneous  .. sis T 187 
= —— 7,653 
DEFICIENCY OF REVENUE for the year £271 





the corporations, suitable financial adjustments 
will be made on the integration of these services 
with those of the local authorities or public boards. 

Meanwhile, where the corporations assume 
responsibility for development, they negotiate 
cash contributions from the local authorities or 
public boards towards the annual cost of oper- 
ating or maintaining those services. ‘These contri- 
butions should increase with the growing 
resources of the areas. ; 


Accounts 


The estimate of capital expenditure during 1957 
was about £36 million, just £4 million more than 
1956, Housing accounted for the bulk of this, 
costing £15} million against {22 million in the 
previous year. The total investment of all new 
towns by December 1957 was about £195 million. 

The latest published balance sheet figures at 
March 31st, 1957, are given in Fig. 1, and the 
general revenue account for 19 56-57 is shown in 
Fig. 2. 

The figures of the annual accounts show that 
up to March 31st, 1957, the fifteen corporations 
had received from the Ministries £171} million 
and had repaid £2 million. They had expended 


£6% million on purchases of land and other ` 


acquisitions, and {22% million on site works. 
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New house building had cost {1004 million, 


— new factories {13 million, new shops and com- 


mercial premises £6 million and £54 million on 
existing property. Loans secured by mortgage to 
industrial interests accounted for ote {£} mil- 
lion. General development expenditure attrıbu- 
table to the entire project totals. £4 million. 'The 
ancilary undertakings as already mentioned, 
account for another {£144 million. The total’ of | 
their own permanent investment, including 
nearly £f million for plant and equipment, less 
nearly £3 million depreciation, amounted by | 
March 31st, 1957, to £1714 million. 3 
The general revenue accounts of thé twelve 
new towns in England and Wales show accumu- 
lated deficiencies over thie ten years of £1,014,916. 
The ancillary undertakings accounted for a 
further £2,543,283, totalling to £3,558,199. By 
way of footnote, the balance sheet refers to the 
£1,793,000 of interest accruing during capital 
construction included in this total. This interest 
is often charged directly to capital development 
by many estate companies. On this alternative 
viewpoint, the accumulated deficiencies would 


.. be reduced to about £1Ẹ million, all or most of 
= which can reasonably be expected to be recouped 
_ from future surpluses when the more profitable 


development is completed and matured. 


Indeed, this trend is already manifested. In 
the year 1956-57 seven towns bad revenue sur- 
pluses amounting to £159,210 and the other five 
deficiencies of £123,404, resulting in a net surplus 
of £35,806. In the previous year there was a 
deficiency of £4,178. | 

In Scotland the peculiar incidence of local 
rates directly affects the corporations’ accounts, 
and together with different Exchequer subsidies, 


` thus precludes comparison with towns in England 


and Wales. 


The development corporations must continue 
to rely for the provision of most social amenities 
on the local authorities and voluntary agencies 
acting under other statutes. For several years. 
restrictions on capital expenditure, and latterly . 
the ‘credit squeeze’, have postponed many 
facilities for public meetings, club premises, - 
cinemas, dance halls and even a hotel in some of 
the larger towns. The corporations meanwhile 
are continuing to upbold that greatest distinction 
the dominance 
of the single-family dwelling. The underlying 
objective of this vast social experiment is sound, 
and the new towns have surely and steadily 
become part of the British landscape, industrial 
economy, and social life. 


* 
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. Weekly Notes 


| 
| F.B.I. on Inflation 
, A PAMPHLET has been issued this week by the 
Federation of British Industries called Fighting 
i Inflation, which sets out seven methods to cure 
inflation. It blames inflation on the country's efforts 
to live beyond its means. 
—. The first of the seven methods to be used, in the 
' view of the Federation, to offset this tendency, is to 
| reduce Government expenditure. It considers that it 
is through public spending that large sums of money 
have been injected into the economy. It then lists 
| cutting down the supply of money so that it does not 
' go into the less urgent private projects, reducing the 
rate at which money Ge hands (its velocity of 
| circulation), and fourth lower taxation and the re- 
| ement of other taxes to stimulate enterprise. 
: The fast three headings are increased productive 
| investment for industry, an increase in personal 
i voluntary saving and a willingness on the part of 
| management and workers to accept increasingly 
| efficient methods of production. | SH 
There is nothing to s t that this list is in order 
‘of priority so far as the Federation is concerned. It is 
: interesting, however, that it puts economy in Govern- 
| ment outlay first, followed by credit restriction and 
other monetary measures, and then taxation. In terms 
, of achieving success there is indeed something to be 
| said for putting the list the other way round. If this 
‘is done the willingness to accept more efficient 
! methods of production comes first followed by saving 
‘and increased productive investment. In political 
terms, in the sense of national politics and the politics 
| of the factory and the office, there are still big strides 
j to be made in achieving increasingly efficient methoda 
| of production. There 1s also plenty of room for im- 
| E in the level of personal saving despite its 
' better performance over recent years. ` 
| 
i Lord Cohen’s Reply 
: CYINCE the establishment of the Council on Prices, 
, MProductivity and Incomes .coincided with the 
| start of the first serious attempt to restrain the annual 
| round of wage increases, it was perhaps inevitable 
; that their first report should be the subject of strong 
| criticism from those who saw themselves as the first 
to suffer from the disinflationary policy of the 
: Government. In his address to a group of London 
' University economists last week, Lord Cohen said 
| that the Council expected to be criticized for what it 
: said, but that it had also been heavily criticized for 
| things it did not say. 
The statement of hard economic factors is seldom 

| popular, but Lord Cohen was probably right in saying 
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that the policy comménded by the Council would hit 
profits harder than wages and that the wage-earner 
in the long-run would not lose as a result of these 
policies. It is very difficult at the present time, how- 
ever, to convince the wage-earner of the truth of this, 
since on the one hand he is himself denied an increase 
in wages while many company profits appear to be 
rising. The fact that recently-announced profit state- 
ments relate in the main to the year 1957, 1s not easily 
brought home. Nor is the fact that the advantage to 
the wage-earner of a wage increase bigger than that 
justified by the increase of productivity is largely a 
temporary one, since such a wage rise must lead to 


us p | 

uch the same considerations apply to Lord 
Cohen's ether main argument, that if unemployment 
is low, a small increase may be a reasonable price to 
pay in order to achieve price stability. While there 
may legitimately be differences of opinion on the 
main points of the report, there can be no doubt that 
the country will benefit from discussion of those 
differences which must result in greater under- 
standing of the causes and consequences of inflation. 


Debate on the Free Trade Area 


AST week's debate in the House of Commons on 
Le free trade area was notable for two points 
emphasized by Mr Maudling. It is Mr Maudling 
(Paymaster-General) who is responsible for the 
United Kingdom Government's negotiations at 
ministerial level on this subject. Mr Maudling empha- 
sized the importance of obtaining early agreement. 
Secondly, he gave the impression of being still 
optimistic about the outcome, more optimistic than 
a mere endorsement of the official point of view might 
have called for. 

Mr Maudling rightly drew attention to the danger 
of the free trade area idea losing impetus and enthu- 
giasm if the scheme was allowed to on for any 
significant length of time at the negotiation level 
before coming into operation once the signatories to 
the Treaty of Rome bring into effect the first list of 
tariff reductions in January 1959. Between now and 
that date, there are only nine months which is little 
enough time to carry through even straightforward 
negotiations among the O.E.E.C. members. When, 
as now, the negotiations involve intricate compro- 
mises and the probability that at least one country 
favours delaying tactics, the time-table which the 
British Government insists on trying to adhere to is 
exceedingly ambitious. 

One of the key features of the negotiations so far 
has been the comparatively passive role played by 
Germany. Whatever the German Government may 
have communicated in private to the French, it has 
so far taken up a fairly equivocal attitude. Germany 


‘is rapidly preparing itself for the practical negotiation 


of the European Economic Community next January 
and is also known to favour the free trade area. It has, 
however, brought little pressure to bear on the other 
signatories of the Treaty of Rome ta accept the free 
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trade area, to judge from published material. It has 
been reported from Bonn that the German Govern- 
ment is prepared to discuss the recent Italian com- 
promise proposals concerning the fitting of the free 
trade area on to the European Common Market, but 
it is also said that the Germans will consider this only 
as a temporary expedient which will not impede the 
establishment of the free trade area in the long-run. 
If the British Government's time-table is to be 
achieved it will require active support from the 
Germans in the fairly near future. 


Lower Steel Prices 


[OR the first time in nineteen years a general 
cut in steel prices was announced last week. 
The revised price schedule, which came into force 
last Monday, had been expected for several weeks 
and now.that it has come it is not a particularly im- 
pressive one. The average reduction is only just over 
I per cent and compares with a general increase of 
` 7$ per cent only eight months ago. ` 

The biggest cut has been made in light-gauge tin- 
plate. I tds instance a 3 per cent fall may have a 
modest effect on demand. The South Wales steel 
industry doubtless hopes so for it is at present 
producing below capacity. 

The reduction has been made possible by lower 
costs of production, The freight rate on imported ore 
has been reduced and there has been a useful decline 
in the volume of steel scrap and pig-iron imports. 
These last have been made possible bs the rising out- 
put of pig-iron in this country and the improved home 
supply position in scrap. These economies in raw 
materials have been offset to some extent by rising 
labour costs, but the higher wages which have risen 
by some {10 million a year in the last twelve months, 
have not entirely swamped the cost advantages 

ined on raw materials. The industry is fairly con- 
Gäert that the level of production over the rest of 
this year will be stable, but if deliveries are to be 
maintained, the home market will have to at least 
maintain, its level of consumption, for exports have 
begun to show signs of sluggishness despite the 
gradual decline in steel prices. 


Capital Spending in Canada 


(s ds would be expected, has suffered a 
severe impact from the United States trade 
recession, Despite the somewhat serious state of 
affairs disclosed by such economic indicators as the 
level of unemployment, the picture in the Dominion 
is not entirely gloomy. A report compiled by the 
Department of Trade and Commerce in co-operation 
with the Bureau of Statistics has published a mildly 
optimistic survey of investment plans for 1958. 

- Expenditure on capital plant and equipment this 
year 13 expected to be $8,520 million compared with 
$8,720 million last year, which is a drop of 24 per 
cent. One of the features of this year’s overall estimate 
is the reduced dependence on United States capital 
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ods. Much of Canada’s recent development has 

en in new mines, oil-wells and timber processin 
of which a large proportion was financed by Unit 
States capital, resulting in large imports of United 
States machinery. ‘The decline expected this year in 
total outlay is concentrated on the purchase of new 
machinery and equipment. The brunt of this will fall 
on imported goods which should thus reduce the 
impact on Canadian manufacturers. 

Equipment likely to remain much in demand 
includes farm machinery, heavy electrical equipment, 
office machines and shop equipment. Most of the 
decline is expected to be in construction and mining 
machinery, general industrial equipment and railway 
rolling stock. There is expected to be an increase in 
housing development which has taken a smaller 
proportion of Canada’s resources in the last few years 
than has traditionally been the case. | E 


Election of Directors | | 


HE Court of Appeal has allowed the interlocutory 
appeal of Lord Keyes and Mr Ashe Lincoln, Q.c., 
from ie decision of Danckwerts, J., mentioned in 
‘Finance and Commerce’ in our issue of March 22nd. 
The annual general meeting of Gordon Hotels Ltd 
was held on December 23rd, 1957. A poll had pre- 
viously been demanded on the proposed election of 
directors to fill four vacancies. The poll was taken on 
December 23rd, when voting was completed, but 
counting did not take place until December 24th. 
Lord Keyes and Mr Lincoln were elected but were 
not informed of their election until December 27th. 
They were put on the members' register in respect of 
their qualification shares on February 24th, 1958. 
The question ‘was whether they had acquired these 
qualification shares within the two months laid down 
by the company’s articles. The Court of Appeal has 
now held that they did. (The Times, March 26th.) 


Australian Imports — No Change 


T was announced in Australia last week-end that 
in the four months’ licensing period which bega; 
on April rst, there is to be no change in the ceiling 
for Australian imports, This is to be maintained at 
the annual rate of f£, A800 million a year. In making 
the announcement in Melbourne, the Trade Minister 
said that it was proposed to exempt certain basic raw 
materials from licensing within the overall figure. 
Licensing procedures so far as certain dollar goods are 
concerned were also going to be simplified and it was 
proposed to licence more goods without discrimination 

against the Dollar Area. 

In the first eight months of the current financial 
year there was a trade surplus of £.Aso million in the 
Australian trade balance. Reduced exports of wool, 
wheat and metals, along with lower commodity prices, 
are ed to reduce this surplus later in the year, 
but it 1s thought that the Dominion will have to make 
only a modest withdrawal on its foreign exchange 
reserves, It is significant that the prospect of con- 
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| tinuing stability in the Australian balance of payments 
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has been reflected in a slightly more favourable import 


policy in the first instance towards the Dollar Area. 


Trading with the Russian Bloc 


Je annual preliminary review of N.A.T.O.'s 
Communist Trade Committee ended this week in 
| Paris. After five weeks' discussion it is reported that 
the Committee has listed a large number of proposals 
for submission to delegates when they meet. Negotia- 
tions will start towards the end of April and go on 
until the end of June. By that time a list of amended 
rules for the year ahead should have been worked out. 

Last year the Committee was faced with the prob- 
lem of deciding whether China should receive stricter 
treatment than other members of the Communist 
bloc. In spite of the disagreement of the United 
States, it was agreed that China should have equal 
treatment with other Communist countries although 


; the old China Trade Committee was kept in existence 
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for a few months. It is known that many members of 
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N.A.T.O. wish a further relaxation in trading with 
the Eastern bloc. There is a growing fear of a world 
depression among western countries and it is going 


to be increasingly difficult for members of N.A.T.O. 


to forego voluntarily their trade to the East while 
struggling with the consequences of an American 
recession. 


It is difficult to tell at this stage how much wishful . 
thinking there is in trade with the Soviet bloc. Many 
of its members are short of international currency 
and there is some urge towards self-sufficiency within 
the bloc itself. So far there has not been a significant 
increase in trade with China, at least as far as the 
United Kingdom is concerned, since the Chinese 
embargo was relaxed somewhat last year. Neverthe- 
less, the impression persists that good business could 
be done with communist countries especially in 
capital equipment such as machine tools and agri- 
cultural equipment if the embargo were further 
relaxed. There is likely to be renewed pressure on the 
N.A.T.O. delegates to do so during the spring. 


Finance and Commerce 


Triplex Interim 


HE board of the Triplex Safety Glass Co Ltd 

has now decided to publish half-year figures with 
the interim report. This is quite an event because the 
company's chairman, Sir Graham Cunningham, has 
hitherto firmly maintained that figures for less than a 
year are not much use and that in any case share- 
holders are quite satisfied without them. 

The figures have not been audited and the warning 
is sounded that they ‘must necessarily, therefore, be 
taken with that reservation'. But they are accurate 
80 far as the Board can ascertain and 'present a true 


picture of the past six months' trading'. Shareholders . 


are further cautioned that ‘it would be a mistake to 


think that twelve months’ figures can be arrived at ` 


by multiplying those for six months by the factor 
of two’. 

Factors which are likely to affect the second half- 
year are that plate-glass is up by 3d a foot and the 
raw glass for the laminated safety product is there- 
fore up 6d. From January rst, also, there is a wage 
and salary cost-of-living increase, and increased 
national health insurance contributions from Febru- 
ary 3rd will mean {10,000 on costs in a full year. 
Nevertheless, no alteration is being made for the time 
being in basic selling prices. 

The Triplex ‘Summary of Activities’ for the six 
months to December 31st, 1957, is reproduced 
E We rather feel that readers will agree that 

-year figures do matter. Already the company has 
achieved approximately two-thirds of its fast full 
year performance. The significance of the half year 
results will become clearer as the comparison is 
built up with the passage of time. It would have been 


TRIPLEX GROUP 


SUMMARY OF ACTIVITIES FOR THE SIX MONTHS ENDED 
Aler DECEMBER, 1957 























- Twelve months ended 
Ahh June 1957 
£ £ £ £ 
, 921,616 1. SURPLUS subject to:— 663,988 
(a) Depreciation and 
amounts writcen off 
induding Replaca- 
217,691 ments Reserva .. 154,149 
(b) Earnings of Directors 
32,128 (Triplex 15,650 
(c) Pension e^ "former 
450 rector 225 
(d) Auditors' Remunera- . 
2,661 on is e 1,814 
(e) Pension Funds and 
45,551 Life Insurance . 30,421 
890 (f) Loan Interest s 1,796 
299,371 —— —— 204,055 
24. SURPLUS BEFORE ——— 
£622,245 TAXATION P £459,933 
NOTE.—Taxation will ab- 
sorb about lis. In tha € 
of this surplus. 
30th June 1957 3. CAPITAL EMPLOYED 3lst December 1957 
£1,014,898 E Share Capital .. £1,014,898 
pn ine. future 
1,686,552 ux) 1,705,4 
513,079 e ) A Surplus 982,991 
d quc de barehan 
69,200 interest .. 89,926 
£3,283,729 £3,793,310 
4. ASSETS j 
£1,258,519 a) Stocks £1,468, 166 
1,259,125 b) Debtora 1,509,458 
188,387 c) Cash 141,312 
2.706.031 3,118,936 
i 562.961 (d) Creditors, Tax, etc. 1,069 347 
£1,523,070 WORKING CAPITAL £2,049,189 
£1,571,003 FIXHD ASSETS 1,648,397 
OTHER INVESTMENTS 
89,4656 AND ASSHTS . 95,724 
£3,283,729 £3,793,310 
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additionally useful had past figures `" 
been brought in straight away; but so 


far, 80 good. - , 
Institutional Investors 


*Y Tis our policy’, says the chairman - 


of Second British Assets Trust 
Ltd, ‘to visit companies in which we 
have shareholdings, both to see the 


plant and understand the operations . 


and to get to know the management 
of those companies.’ We reprint the 
Trust’s accounts this week. 

There has been an impression that 
institutional investors generally do 
not closely associate themselves with 
the administration of the companies 
in which their funds are used. Now 
and again one sees the Association of 
Investment Trusts taking à promin- 
ent part when somé vital matter 
arises, and the opinion of the Associa- 
tion on capital reconstruction 
schemes, for instance, js sometimes 
sought. But the close interest dis- 
closed by Mr Alastair C. Blair, the 
chairman of Second British, is some- 
thing quite different. ` ` 

‘We believe’, he says, ‘that industry 
has a great deal to gain from the 


intelligent support of its shareholders ` 


and that this can only be achieved if 
shareholders are provided with the 
maximum amount of useful informa- 
tion.’ Mr Blair notes with approval 


‘signs that industrial management in ` 
this country is beginning to follow the |. 


example of the United States where 


visits by shareholders are always. 
welcome and where full information ` 


is reported to shareholders at regular 


intervals.’ 


* * 


view that publication of three- 
monthly reports and turnover figures 
could be adopted by many more 
British companies coincides with that 
frequently expressed in this column, 
and we endorse his assertion that 'it 
would be a welcome improvement 
which would encourage shareholders 
to take a greater interest in company 
affairs’. 

For the past three years, Second 
British has published a quarterly 
report showing its end-quarter in- 
vestment valuation, the quarter's 
gross revenue, the gross revenue from 
the previous December 31st, the 
annual accounting date, and the gross 
revenue for the preceding twelve 
months. 


SECOND BRITISH ASSETS TRUST 
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Current Assets 


DEBENTURE DEBT AND LOANS 








: Debtors "ke e e R a0 
Sales for Future Settlement 


Cath 


476.511 
293,100 
£1,213,199 


£443,588. — 


600 


£441,938 
476,511 
. £1,216,049 


297, 


, 1969779 


after .. 


5 per cent. Debenture Stock 


5 per cent. Redeemable Debenture Stock, 1955, or 
Terminable Debentures 














Current Liabilities 


Deposits 


Bank Loan 
. Creditors 


a 8 9 a t$ 
aw ^^ wa ^4 


' Final Dividend on Preference Stock, less tex 
. Proposed Final Dividend on Ordinary Stock, less 


interest Accrued D. : : s 
Purchases for Future Settlement .. 





30,030 ' 





H. G. SHARP, Director 
POLWARTH, Director 
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£3,162,255 





£3,176,519 





£3,162,255 


£3,176,519 


EXPLANATORY NOTES ON THE BALANCE SHEET 


of the Issued Debentures and Debenture Stocks or other sums borrowed shall not 
the amount of the Reserve Funds at the time of borrowin A 


pald from time to time and new Debentures Issyed In thelr place, provided the 


* exceed the nominal amount of the Share Ca 


2. Quoted Investments have been valued at m 


£g. Debenture Stocks are secured SE Trust Deeds. 5s 
of exchange: U.S, £2:80 4 to £,. anad ban $276 H CO É; > 


rates 


aggregate 
outside Great Britain have been converted at the following, 


pital for the time being Issued plus 


Wie market prices. Those quoted 


ay ba re 
the London pramlums having been Igno 


3. There Is a Contingent Liability In respect of an Investment In the Finance Corporation for Industry amounting to £39,200. 


l. Debentures m 
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CITY NOTES 


OOD industrial profit and dividend statements - 


from companies such as Ford, I.C.I., Monsanto, 
and Swan Hunter have helped to provide a prop for 
the equity sections of the stock-market. The prop 
has not been strong enough, however, entirely to 
offset the sagging tendency brought on by the weight 
of other less encouraging factors. 
- At home the most immediate factor is the Budget 
on Ápril 15th and the impression is that the Chan- 
cellor will have little to give away. 

In the United States there is little sign that the 
Americans are meeting with much success in their 
attempts at talking themselves out of the present 
recession. Stockbrokers in close touch with American 
market conditions consider Wall Street values to be 
decidedly vulnerable. 

It seems unlikely that the London Stock Exchange 
can expect to receive much in the way of help from 
Wall Street and for that reason it is difficult to see the 
London market making much headway. 

Meanwhile new issues continue to make heavy 
calls on new funds. This past week’s twin Corpora- 
tion offers of £3 million 52 per cent by both Hull 
and Swansea Corporations broke the 6 per cent 
borrowing line and were the first issues to be launched 
following the reduction in Bank rate. 

After the Budget there is likely to be a marked 
increase in industrial new issue activity. À number 
of leading industrial and, in particular, engineering 
groups are known to be contemplating new capital 
operations. 

Under present conditions such issues must com- 
pete strongly for available investment funds. 


RATES AND PRICES 
Closing prices, Tuesday, April 1st, 1958 


Bank Rate 
Sept. 17, 1953 34% Feb. 16, 1956 54% 
May 13, 1954 4% Feb. 7, 1957 s% 
Jan. 27, 1955 3%% Sept. 19, 1957 7% 
Feb. 24, 1955 44% Mar. 20, 1958 6% 
Treasury Bills 
Jan. 24 £6 5s 6:56d9, Feb. 28 £6 os 3:28d% 
Jan. 31 £6 23 6-sod% Mar, 7 £6 os s*10d% 
Feb. 7 £6 1: 3°290d% Mar. 14 £6 os 6:59d95 
Feb. 14 £6 os 10°56¢d% Mar. ar £5 115 1-52d% 
Feb. a1 £s 198 5:52d9; Mar. 28 45 10s 764d% 
Money Rates 

Day to day 4175876 Bank Bills 

days DË wt 2 months 515-51 

ine Tr 3 months Senn, 

3 months 61—796 4 months 54-58% 

months 64--7% 6 months 558% 
months 64-7% 
Foreign Exchanges 
New York a'81i- A Frankfurt 11:741-1 
Montreal 274%%—-fy Milan 1745-4 - 
Amsterdam  10'63}3-4 Oslo 20-01-] 
Brussels 139°644-°654 Paris 1181j1-2a 
Copenhagen ru Zurich 12:25i-d 
Gilt-edged 

Consols 24% 49Íx.d. Funding 4% 60-90 86 41 x.d. 
Console 4°% SET Sariai di SCT 
War Loan 3176 ést Savings 3% 55—65 i 


Conversion 3195 


644 ` Savings 396 doce 26 
nb AD 1969 Bit 


Gg 3% 6 jp 75 71 


Exchq'r sb 75 19 s d Treasury 2$ 474 
Funding 3% Sof ‘Treasury 34% 77-80 74i 
Funding 3% 59-69 78jx.d, Treasury 34% 79-81 73 
Funding 3£% 99-04 69% Victory 476 gi 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Professional Training 


Sm, ~ The recent article by Mr T. E. Gambling, 
B.COM., A.C.A., on the subject of professional training 
(March 22nd issue) has prompted me to contribute 
to the current discussion on this theme. There is 
no easy solution to the problem of recruitment to the 
profession and we have been assured that the Coun- 
cils of both the English and Scottish Institutes are 
continually giving careful consideration to this matter, 
However, I should like to endorse Mr Gambling’s 


remarks on the subject of 'day-release' study. As 
he rightly points out, industry has realized the 
importance of this means of study for technical 
qualification, and the educational authorities have 
responded to the great demands made for this medium 
of instruction, À number of industrial concerns 
themselves provide colleges and schools for the 
training of their own apprentices and students. 

There may indeed be practical difficulties in the 
operation of a system such as that rendered necessary 
by the new examination regulations and training 
policy of the Scottish Institute, but in so far as the 
new policy recognizes the need for a period of full 
day-time study by apprentices it is to be commended. 
The Universities Scheme has undoubtedly assisted 
towards the recruitment of a large number of 
graduates to the accountancy profession but it is 
generally agreed that this method alone will not solve 
the difficulties which now confront us. 

It is understood: that a number of firms already 
allow periods of day-time study in office hours and 
several students' societies provide planned lecture 
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| 
courses, but there appears to be room for improve- 
ment, An organized system of day-release study would, 
in my opinion, greatly assist the profession. The 
educational authorities have successfully co-operated 
with industry to provide a suitable training pro- 
gramme and no doubt a satisfactory system could 
be devised to meet the particular needs of our pro- 
fession. The cost factor will unquestionably be 
among the arguments raised against this kind of 
proposal but is it not fair to suggest that a profession 
which has just faced up to one vital issue concerning 
its future will not fail to display an equally responsible 
attitude to the present problem? 

_ Admittedly, training is but one of the factors 
involved in the problem of recruitment, but when a 
young man is confronted not only with the offer by 
industry of a reasonable income whilst training and 
the prospect of an attractive position when qualified, 
but also with the opportunity to receive a thorough 


- technical training at the expense of and, to a large 


extent, in the time of the employer, it is not difficult 
to understand why the modest claims of the account- 
ancy profession are often rejected. 


| Yours faithfully, ` 
iReddttch, Worcs. PHILIP J. COOKE, A.C.A. 

| Work Study 

Sır, -May I be accorded the courtesy of your 


correspondence columns to reply to Mr J. G. 
Landgrebe, M.B.1.M. (February 22nd issue), and Mr 
IG. L. Page, managing director of the National Union 
of Manufacturers Advisory Service Ltd (March rst 
issue)? The letter which you published over the name 
lof Mr M. Bud, secretary of English ere, 
| Machines Ltd, on February 22nd, does not really 
for a reply as Mr Bud apparently has seized upon the 
mention in my article of the time wasted between 
loperations to put forward a new and interesting 
‘approach to the problem of production delays. . 
| At the outset, let me make it quite clear that I do 
inot criticize the accepted and very effective tech- 
| niques of method study ('the cold, critical examina- 
| tion of existing methods and the formulation of the 
|! best methods after deciding whether the work is 
‘necessary at all) - only the unnecessarily elaborate 
and unduly costly techniques of work measure- 
| ment which certainly are not ‘implicitly accepted’ 
"throughout industry either in America or the 
United Kingdom. (The editor of Time and Motion 
. Study will confirm, however ruefully, that there is a 
| considerable and influential body of opinion opposed 
(some of it violently so) to the allegedly scientific 
techniques of work measurement. 

Moreover, my recommendation to practising 
accountants to set up their own standards by using 
| the upper quartile of the statistical array of the actual 
| times of experienced workers working at normal pace 
. under normal conditions (after the techniques of 
| méthod study have been applied to the jobs) is in 
| accordance with the system used by the. American 


| 
| 
i 
| 


Government. to set up standards of performance in 
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their departments and agencies. (The booklet issued 
by the Executive Office of the President thereon, the 
price thereof, and where it can be obtained, were 
shown as a footnote to my article.) To say, as Mr 
Page does, that this ‘deceptively simple alternative’ 
(i.e. the system tested and proved by no less than the 
American Government) ‘could destroy the reputation 
of the (accounting) profession and do grave harm to 
industry’ is ridiculous in the extreme. 

As a management and cost consultant, I use this 
system to set up my own standards both in factories 
and offices — with gratifying increases in productivity 
and all-round efficiency. This is due to the fact that 
the bulk of the inefficiency encountered is caused by 
the time wasted between operations —i.e. lack of 
continuity of effort throughout the day —and any 
yardstick based on actual times under normal con- 
ditions will measure this wasted time (and enable 
corrective measures to be taken) much more cheaply 
and just as effectively as the ‘scientific’ standards of 
the time-study engineer. Furthermore ~and even 
more important — this simple and practical yardstick 
is readily accepted by the average workman, who 
strenuously objects (quite understandably) to his 
speed and intensity of effort being assessed according 
to the highly subjective judgement of the.time-study 
engineer. The ctippling and long-drawn-out strike 
at the Westinghouse works in America was largely 
due to non-acceptance of the standard times set up 
by what Mr Landgrebe calls ‘responsible and skilled’ 
time-study engineers. Yours truly, 

Pretoria, South Africa. - FREDERICK G. BEARD 


Marginal Costing and the Railways 


SIR, - Mr E. L. Kenworthy’s article in your issue of 
March r5th, gives a completely wrong view of the 
accounting and costing methods used by the British 
Transport Commission. For example, the financial 
information provided to enable a decision to be taken 
on the closure or retention of a branch line would 
show the assessed effects on net revenue, computed by 
reference to the receipts which would be lost and the 
working expenses which would be saved. It is thus 
totally incorrect to imply 'that profitability is being 
determined on a basis similar to the I.C.C. formula 
used in the United States.’ 

Regarding Mr Kenworthy's hypothetical example, 
it is not right to assume that all the wages of station 
staff and the expenses of maintenance of track and 
signalling are fixed and would still be incurred in full 
if passenger services were discontinued. Passenger 
and freight services may require very different 
standards of station work and of track maintenance 
and signalling, and the discontinuance of the passenger 
service usually makes possible substantial economies in 
working methods and maintenance where a line is still 
required for freight traffic. 

| Yours faithfully, : 
J. H. BREBNER, Public Relations Adviser. 
London, NWz. BRITISH TRANSPORT COMMISSION. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
AUTUMN MEETING IN LONDON 
October 2nd, 3rd and 4th, 1958 


Well over 1,500 people are expected to attend the 
autumn meeting of The Institute of Chartered 
Accountants in England and Wales, to.be held in 
London from October 2nd to 4th next at the invitation 
of the London and District Society of Chartered 
Accountants, This will be the first such meeting to be 
held in London since 1921. 

The proceedings will include two business sessions, 
at which important professional topics will be con- 
sidered, as well as social functions for members and 
their ladies. The following is an outline of the 
programme. 

Thursday, October 2nd 
onim i Service at St Paul's Cathedral. 
Welcome by the Rt. Hon. the Lord Mayor of 
London and address by the President of 
the Institute at Royal Festival Hall. 
Buffet lunch at Royal Festival Hall. 

Afternoon: For Members 
Business Session for members at Royal 
Festival Hall. Papers: "The future role of the 
accountant in practice’, by Mr H. A. Benson, 
C.B.E, F.C.A,, and “The future role of the 
&ccountant in industry', by Mr W. W. Fea, 
B.A., ACA. 

For Ladies 

Entertainments. — Choice of matinée, dress 
show, talks or tours. 

For Members and Ladies 

Reception at Royal Festival Hall. Dancing 
until 1.30 a.m. 

Friday, October 3rd 

Morning Either excursions by motor-coach for mem- 

and bers and ladies with choice of whole-day or 

Afternoon half-day visits to places of scenic, historic or 

industrial interest with lunch and/or tea as 


Evening: 


appropriate, It is hoped that arrangements can 
be made for a river trip. 

Or golf competition for members with a 
separate competition for ladies — including 
lunch and tea. 

Even Banquet or theatre. 
eins ee 4th 

Morning: For Members 

Business session at Royal Festival Hall. A 
paper "I'he progress of tax reform', by Mr 
W. S. Carrington, F.C.A. 

For Ladies 

Excursions in London. 

Any member of the Institute may submit an appli- 
cation and the Council hopes that a widely repre- 
sentative attendance will contribute to the success of 
the meeting. It will be necessary to hold a ballot if 
applications exceed 1,650. 

The fee, which covers all the items on the programme, 
including meals where specified, will be £10 ros od 
for a member or {19 19s od for a member accom- 
panied by a lady. 

No hotel accommodation will be arranged by the 
London and District Society Committee for members 
attending the autumn meeting. Members are expected 
to make their own arrangements and if they require 
hotel accommodation, they are advised to make their 
reservations early. 

A form of application has been sent to each member 
of the Institute and those wishing to attend are 
requested to send the completed form as early as 
possible, and in any case not later than April 3oth 
(overseas members May 31st), to the Honorary 
Secretary of the Autumn Meeting, Mr C. J. M. 
Bennett, B.A., F.c.A., Alderman’s House, Bishopsgate, 
London, EC2. 


For Students 


ENGLISH LAW 
Negligence 


Claims for negligence may arise either under contract 
law, or under the law of torts. A claim for negligence 
by a client against a professional accountant might be 
made where that accountant had not exercised proper 
skill and diligence in the performance of his duties for 
that client. 


A claim might be made under the law of torts for 
negligence by a person who, whilst not in contractual 
relationship with the accountant, was injured by some 
act or omission of the accountant. English law holds 
that everyone owes a duty to his neighbour not to 
injure him; and fer this purpose ‘neighbour’ means 
those persons who are so closely and directly affected 
by one’s acts that one ought reasonably to have them 


in contemplation as being so affected when the acts or 
omissions take place 

Negligence as a tort is clearly seen when a man 
drives his car dangerously fast and, as a result, injures 
a man in the street. Similarly, if a tile falls off a roof 
and injures a passer-by, the landlord of the property 
concerned may be liable for an action for negligence. 

Until 1951, some doubts existed as to whether an 
action could lie in tort for a negligent misstatement, 
as contrasted with the more usual form of act or 
omission. 

A leading case in that year,* concerned a firm of 
accountants who, it was alleged, were negligent in pre- 


1 See The Accountant, December 29th, 1956, *For Students’, 
page 692. 
, See Donoghue v. Stevenson ([1932] A.C. 562). 


Candler v. Crane, Christmas & Co ((1951] 2 K.B. 164). 
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paring accounts. These were prepared on the instruc- 
tions of a company who was a client, but for the 
purpose (known to the accountants) of showing to a 
prospective investor in the company. The accounts 
showed the company as being more prosperous than 
it really was, but on the basis of these accounts the 
inyestor subscribed £2,000 for shares. Later the com- 
pany failed and went into liquidation, and the investor 
lost his money. 

The investor had no contract with the accountants 

for professional services, and therefore was unable to 
bring an action under contract law. He did, however, 
sue in tort, alleging that the accountants owed a duty 
to him as a ‘neighbour’ in law. 

"The Court of Appeal found in favour of the 
défendants (the accountants) on the ground that they 
owed no duty, to the plaintiff, to take care in preparing 
tlie accounts. Lord justice Denning dissented. 


GENERAL COMMERCIAL KNOWLEDGE 
Gearing of Capital 


The share capital of a company may be described as 
ting 'low-geared' or ‘high-geared’, according to the 
ective amounts of ordinary and preference shares 
which have been issued at any particular time. It is 
dor gd if the: preference shares are less than, or 
al to, the ordinary shares; it is said to be 'high- 
d' when the preference shares greatly exceed the 
ordinary shares. 
| An investor in ordinary shares will expect, other 
things being equal, to have more consistent dividends 
with low gearing, since the risk and profits are more 
enly distributed amongst the shareholders generally. 
High gearing will offer the ordinary shareholder a more 
speculative form of investment, since a slight change in 
ka earned profits will result in a more than proportional 
ge in the profits available for ordinary dividends: 
good profits may mean high dividends, but in times of 
poor profits or losses, accumulations of dividends due 
on cumulative preference shares may become a bar to 
future dividends on the ordinary shares. 
| The investor with preference shares in a low-geared 
company has more security as to dividends (and possibly 
also to capital). In a high-geared company, his risk 
fola be but little less than that of an ordinary share- 
older. 
| The promoters of a company, in deciding whether 
to make a company's share capital low-geared or high- 
geared, will have to consider all relevant matters at the 
time, EE the expected level of profits, the pre- 
rates of dividends on preference shares, and the 
ee whims of the investing public. Generally 
speaking, preference shares have lost much of their 
popularity in the last decade, as many investors feel 
that they offer no more interest yield than a debenture, 
but are without the latter’s security; furthermore, they 
run similar risks to ordinary shares, but are normally 
without the possibility of participating in extra profits, 
or appreciating in capital by the issue of bonus shares 
or otherwise. 


H.M.S.O. PUBLICATIONS 
Wage Incentive Schemes 


A most useful booklet entitled Wage Incentive Schemes 
is published by H.M. Stationery Office, price 2s 6d 
net. This booklet was originally published in 1951, but 
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a second edition was published in July 1955. The 
introduction points out that: 

‘Although the most common form of wage payment is ` 
that based on a time rate, it is recognized that a standard 
time rate wage by itself does not take account of the 
varying ability and effort of the individual worker within 
any age or group. It provides no direct incentive to the 
individual worker to make the fullest use of his SE 
and ability.' 

For these reasons, wage incentive schemes are 
finding increasing favour in industry today, and thé 
schemes which are described xim this booklet are 
as follows: 


PAYMENT BY RESULTS ON AN INDIVIDUAL Basis | 
Straight piece-work 
Under this system a uniform price per unit of produc- 
tion is paid. This is the most simple form of wage . 
incentive scheme but is still favourable to the em- 
ployer, since if the time taken for certain production is 
reduced, the oncost charge per unit will also be re- 
duced, even though the wage payment may remain 
constant. 
Differential piece-rate systems 
Variations upon the simple piece-work system may be 
made by increasing or reducing the rate for production 
in excess of normal. 
Halsey or Wetr System 
Under this system a certain standard time is allocated 
to any piece of work, and if the worker should succeed 
in carrying out this work within the standards set, 
he is paid one-half of the time saved in addition to the 
time taken. The worker will receive payment for the 
time taken on an hourly basis, and this is so whether 
he succeeds in completing the job within the standard 
time or not. 
Rowan System 
This is a similar system to the Halsey system but thé 
bonus in addition to the straight hourly rate is the 
fraction: . 
time taken 
time allowed 

Comparison of the Rowan and Halsey systems shows 
that a larger bonus.is payable under the Rowan system, 
if less than 50 per cent of the standard time is saved. 
If 50 per cent or more of the standard time is saved, 
the Halsey bonus is the greater. 


x time saved. 


PAYMENT BY RESULTS — COLLECTIVE 
Squad, group or team 
A piece-work basis may be adopted by using a squad, 
group or team as a convenient basis for measuring 
production. This will be simpler to compute than the 
individual production figure for each employee, and 
the payment will be divided between the members of 
the group on an agreed basis. 
Department or works 
In some cases, a whole department or works may be 
remunerated on some collective system, and this 
method is convenient when individual output figures 
per man are not capable of easy ascertainment. 
Indirect labour bonuses 
Many employees whose tasks are more of a mainten- 
ance nature, cannot have their work readily measured 
by reference to output, and hence are not normally 
suitable for paying on a result basis. Since these em- 
ployees frequently contribute towards the productivity 
of the whole establishment, it is reasonable that they 
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should receive some form of bonus payment, and fre- 
quently this is paid by relation to the total earnings of 
the direct producers. 


OTHER SYSTEMS OF INCENTIVE PAYMENT 


Task work 

Under this system, a ‘fair day’s work’ is established, 
and output in excess of this is paid for at ordinary 
time rates. 

Commission 

The system of paying commission by reference to 
individual or group results is too well known to require 
an explanation here. 


The booklet contains much valuable information for 
the student on the subjects of work measurement and 
point rating systems, and gives no less than fifteen 
separate examples of particular bonus schemes which 
have been put into operation.. 


TAXATION 
Restricted Claims for Capital Allowances — I 


Claims for capital allowances frequently fall to be 
restricted where the asset concerned is used for both 
business and private purposes. Án example of this 
would be in the claims made by a practising account- 
ant on his car, where there would be private use of 
this for week-end drives and, perhaps, for holidays. 

It will be necessary for the taxpayer to agree with 
the Inland Revenue what percentage of the capital 
allowances may be claimed, and this percentage will 
usually be the same as the percentage of the total 
running costs which is disallowed. Frequently, it is 
calculated on a mileage basis — e.g. if the total mileage 
is 20,000 for a year, and the business mileage is 16,000, 
the Inland Revenue would be willing to allow 8o per 
cent of the total running expenses and capital allow- 
ances. Sometimes, however, this basis is not equitable 
— as, for example, where a director had a large car for 
‘show’ purposes: in such a case, the expenses attribut- 
able to private use might approximate to a figure 
nearer the marginal cost of operation (i.e. leaving the 
entire charge for licence, insurance and garaging as a 
business expense). 

Where the percentage of the capital allowances 
allowable is constant each year, no difficulty arises in 
their computation; on the sale of the asset, that per- 
centage is applied to the notional balancing charge or 
allowance and a proportion is accordingly treated as 
being personal. 

In cases where the percentage is not a constant one 
over the years, it then becomes necessary to adopt a 
different method of dealing with the balancing charge 
or allowance, and the practice adopted is to apply to 
the notional balancing charge or allowance the fraction: 


total capital allowances granted 
total notional capital allowances 


Example 


An accountant who makes his accounts up to December - 


31st annually, buys a car on July 3rd, 1953, for £800. He 
agrees with the Inland. Revenue that for 1954—55 his private 
use is to be treated as 20 per cent; for 1955-56 (following his 
joining a motor club) 30 per cent; for 1956-57, 25 per cent. 
He sells the car for £400 on October roth, 1956. 

Show the capital allowances to which he will be ‘entitled 
ip years, and the balancing charge or allowance which 

arise, 


\ 


H 
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Solutton 
£ £ £ 
Cost 1953 800 
1954-55: 
Initial allowance 160 
Annual is 200 
— 360 of which 80 per cent 388 
440 | 
1955-56: 
Annual allowance IIO of which 70 per cent= 77 
330 
1956-57: 
Annual allowance 82 of which 75 per cent= 61 
l | Se 
Sale price 400 
Notional balancing 
charge 152 


Total capital allowances granted (£288 4- £77 4- £61) = £426 
Total notional capital allowances (4360 + 110 3- £82) 24/552 
Balancing charge to be borne, 1957-58, is oe 


Se? £L152= L117. 


Profits Tax: Gross Relevant Distributions. 


‘Gross relevant distributions’ is the description applied 
to all distributions made to members of a company 
which fall to be included in the computation of the 
profits tax payable for any chargeable accounting 
period. They are gross since the gross amount (i.e. 
including any income tax deducted at source) must. be 
taken; they are relevant to the particular chargeable 
accounting period. 

Distributions include: 

(1) any dividends or bonuses paid to members ob a 
company, including capital profits (although the 
latter are not themselves subject to profit tax); 

(2) any assets distributed to members in kind; ^ ` 

(3) in the case of director-controlled companies: . 

(a) any remuneration to directors in excess of ` 
that allowed as an expense; 

(b) any loans made to the decus and not 
repaid by the end of that accounting period; 

(c) any moneys paid as loan interest, or other 
annual charges, to members. 

'The distributions which are relevant to a chargeable 

accounting period are: 

(i) dividends declared not later than six months 
after the end of the accounting period in respect 
of which they are declared payable; ; 

(ii) distributions made within the accounting period, 
excluding any sums which have been related to 
an earlier period under (i) above; 

(iii) in the event of liquidation of the company, ‘any 
sums paid to members in excess of the nominal. 
paid-up share capital and any premiums origin- 
ally paid thereon in cash. 

The last clause illustrates why there are many com- 

panies today which have finished their trading activities 
but are still in existence. Rather than bear heavy dis- 
tribution charges consequent upon a liquidation (and 
the payment of surplus funds to their members), 
these companies have become investment companies, 
thereby staving off until some later date the PUDE of 
such. a distribution charge. 
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. All new Acts will be noted in this column, together with those Statutory Instruments which are 
of interest to the profession. The date given indicates when an Act received the Royal Assent 


] New Legislation 
| 


or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 37-28 Basinghall Street, London, EC. 


E" STATUTES 
| (6 & 7 Eliz. 2) 
Chapter 10: British Nationality Act, 1958 


An Act to amend the British Nationality Act, 1948, by 
making provision in relation to the Federation of 
Rhodesia and Nyasaland and to Ghana, by extending 
the provisions for registering persons as citizens of the 
United Kingdom and Colonies, by extending and 
providing for the discharge of the functions in Com- 
monwealth countries of High Commissioners for Her 
Majesty’ s Government in the United Kingdom, and 
fer purposes connected therewith. 


Inte 6d net. February 20th, 1958. 


| Chapter 11: Isle of Man Act, 1958 


in Act to repeal certain enactments relating to the Isle 
of Man; to empower the Court of Tynwald to make 
provision with regard to customs and harbours; to 
provide for the payment to the Isle of Man of a share 
of certain duties; and for purposes connected therewith. 


Brice 6d net. February 20th, 1958. 


! Chapter 12: New Towns Act, 1958 


An Act to increase the aggregate amount of the 
advances which may be made to development cor- 
porations under subsection (1) of Section twelve of 
the New 'l'owns Act, 1946; and to amend Section 
thirteen of that Act in respect of the reports and 
accounts to be laid before Parliament. 


Price 3d net. February 20th, 1958. 


Chapter 13: Cayman Islands and Turks and 
Caicos Islands Act, 1958 


Act to separate the Turks and Caicos Islands from 
he colony of Jamaica and to make fresh provision 
for the Government of those Islands and of the Cayman 


Islands. 
February 20th, 1958. 


Price 4d net. 
| Chapter 14: Overseas Service Act, 1958 


t 
An Act to authorize the Secretary of State to appoint 
officers available for civilian employment in public 
services overseas; to make provision as to super- 
annuation in respect of officers so appointed, and to 
e further provision with respect to the overseas 
service of police officers; and for purposes connected 
ith the matters aforesaid. 
9d net. March 13th, 1958. 
Dars 15: Overseas Resources Development 

Act, 1958 


| 
An Act to make provision as to the areas in which the 
Colonial Development Corporation may operate, and 


to increase the sums which may be borrowed by the 
Corporation or advanced. to them by the Secretary 
of State. 


Price 4d net. March 13th, 1958. 


Chapter 16: Commonwealth Institute Act, 1958 


An Act to amend the law with respect to the Imperial 
Institute. 


Price 6d net. March 13th, 1958. 


Chapter 17: Recreational Charities Act, 1958 


An Act to declare charitable under the law of England 
and Wales the provision in the interests of social 
welfare of facilities for recreation or other leisure-time 
occupation, to make similar provision as to certain 
trusts heretofore established for carrying out social 
welfare activities within the meaning of the Miners' 
Welfare Act, 1952, to enable laws for corresponding 
purposes to be passed by the Parliament of Northern 
Ireland, and for purposes connected therewith. 


Price 4d net. March 13th, 1958. 


STATUTORY INSTRUMENTS 


The Exchange Control (Import and Export) 
Order, 1958 


(S.I. 1958 No. 299) 


This Order revokes the Orders which prescribed the 
currency. notes etc. that a traveller may bring into and 
take out of the United Kingdom and the Channel 
Islands and the currency notes etc. that may be sent 
into or out of the United Kingdom and the Channel 
Islands and re-enacts their provisions. 

It amends those provisions to allow notes which are 
or have been legal tender in any part of the United 
Kingdom and the Channel Islands to be imported 
freely into the United Kingdom and the Channel 


Islands. 
February 28th, 1958. 


Price 3d net. 
The Double Taxation Relief (Taxes on Income) 
(Swedish Dividends) Regulations, 1958 


(S.I. 1958 No. 365) 


Under the double taxation convention between the 
United Kingdom and Sweden, residents of the United 
Kingdom who are subject to tax in the United King- 
dom on dividends paid by a Swedish company are 
subject to Swedish coupon tax at the reduced rate of 
5 per cent and not at the rate generally in force, which 
at the date the convention came into effect was 20 per 
cent. 

The Double Taxation Relief (Taxes on Income) 
(Swedish Dividends) Regulations, .1950 (S.I. 1950 
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No. 1443), which these Regulations supersede, pro- 
vided that, where Swedish tax had been deducted at 
the reduced rate of 5 per cent and United Kingdom tax 
had also been deducted but repayment of the United 
Kingdom tax was subsequently claimed on the ground 
that the person entitled to thé income was not resident 
in the United Kingdom, the Commissioners were to 
withhold from the repayment found to be due and pay 
over to the Swedish tax authorities an amount equal 
to the further 15 per cent due in respect of Swedish tax. 

As from January ist, 1957, the rate of Swedish 
coupon tax was increased from 20 per cent to 30 per 
cent. These Regulations are therefore necessary to 
give the Commissioners authority, in the cases men- 
tioned in the preceding paragraph, to withhold from 
the repayment found to be due and pay over to the 
Swedish authorities an amount equal to the further 
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25 per cent now due in respect of Swedish tax. The 
Regulations have been so drafted that if the rate of 
Swedish coupon tax should be changed in the future, 
new Regulations will not be required. 


Price 3d net. . March rath, 1958. 


The Income Tax and Profits Tax (Overseas 
Trade Corporation) Regulations, 1958 
(S.I. 1958 No. 392) 


These regulations make provision, in the main on 
procedural points, for implementing Part IV of the 
Finance Act, 1957, which gives relief from income tax 
and profits tax in favour of overseas trade corporations; 
the regulations were the subject of a Weekly Note in 
our issue of March 22nd, 1958. 


Price 5d net. March r81h, 1958. 


laxation Cases 


Full reports of the cases summarized in this column will be published, with Notes on the Tudgments, 
in the ‘Annotated Tax Cases’, 


R. v. Special Commissioners of Income 
Tax; Ex parte Linsleys (Established 1894) 
Limited 
In the House of Lords — January 23rd, 1958 
(Before Viscount Srmonps, Lord MORTON OF 
HNRYTON, Lord Rem, Lord SOMERVELL op HARROW 
and Lord DENNING) 


Surtax — Undistributed income of company — Invest- 
ment company ~ Profits tax — Distribution charge — 
Possible election by shareholders to assessment — Spectal 
Commissioners refusal io make surtax direction — 
Mandamus — Finance Act, 1939, Section 14 — Finance 
Act, 1947, Sections 30, 31 (3), 35 — Income Tax Act, 
I952, Section 262 — Finance Act, 1952, Section 68. 


The respondent, an investment company within 
Section 262 of the Income Tax Act, 1952, was 
assessed to profits tax, and if the amount assessed 
were deducted in computing the company’s actual 
income for surtax for the same accounting period, 
the amount of such income would be nil. For this 
reason the Special Commissioners refused to make a 
direction under Section 262. If a direction had been 
made, the company and those of its members, who 
were not individuals, would have been entitled to 
elect, under Section 31 (3) of the Finance Act, 1947, 
in which case such members, and not the company, 
would be assessed to profits tax. The company 
applied for an order of mandamus requiring the 
Special Commissioners to give a direction under 
Section 262. The company had appealed against the 
profits tax assessment, and the appeal was still 
outstanding, 

Held (reversing the decision of the Court of Appeal), 
that an amount of profits tax, that had been assessed, 
was payable within Section 68 of the Finance Act, 
1952; that a computation of actual income had to be 
made before a direction could be given; that after 


deducting profits tax the actual income would be nil; 
and that, therefore, the company did not have an 
income for surtax purposes, which could be the 
subject of a direction. 


Escoigne Properties Limited v. C.I.R. 
In the House of Lords — January 23rd, 1958 


(Before Viscount SIMONDS, Lord Rem, Lord Kerra 
OF AVONHOLM, Lord SOMERVELL or HARROW and 
' Lord DENNING) 


Stamp duty — Conveyance on sale - Contract but no 
conveyance — Subsequent conveyance to sub-purchaser — 
Sub-purchaser a controlled company — Whether con- 
veyance exempt from duty — Stamp Act, 169r, 
Sections 54, 58 (4) — Finance Act, 1930, Section 42 
~ Finance Act, 1938, Sectton 50. | 


In 1950 certain freehold and leasehold properties 
were sold to a company (the first company), but no 
conveyance or transfer was executed. In 1954 the 
properties were sold by the first company to the 
appellant company, and conveyances of the legal 
estates and of the beneficial interests in the properties 
were executed. 'T'he first company owned all the shares 
in the appellant company. 

The Inland Revenue claimed ad valorem stamp duty 
on the conveyances on the ground that they did not 
fall within the exemption in Section 42 of the Finance 
Act, 1930, but that, if they did, the transaction was 
caught by Section 50 of the Finance Act, 1938. 

Held (affirming the order of the Court of Appeal). 
(Viscount Simonds and Lord Reid dissenting), that 
the conveyances were not exempted by the provisions 
of Section 42 of the Finance Act, 1930, but (unani- 
mously) that, in any event, they were subject to 
ad ia duty under Section 50 of the Finance Act, 
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DINNER IN BLACKPOOL 


North Lancashire Branch of the Manchester Society 


| ! | » . of Chartered Accountants 


The tenth annual dinner of the "North Lancashire 
Branch of the Manchester Society of Chartered 
Accountants was held at The Savoy Hotel, Blackpool, 
on! March 28th. 

Mr W. Hare, M.A., F.C.A., Chairman of the Branch, 
together with Mr A. Ss H. Dicker, M.B.E., F.C.A., 
immediate Past President of The Institute of Chartered 
Accountants in England and Wales, received the 
members and guests. 

ong those present were The Right Reverend 
A. iL. C. Hoskyns-Abrahall, Lord Bishop of Lancaster, 
Mr Harold R. Grime, J.P., Editor of The West Lan- 
cashtre Evening Gazette, and 

Messrs D. G. Bee, F.c.a, (Past President, Manchester 
Society of Charteréd Accountants); J. H. Bell, B.A, F.C.A, 
(Vice-President, Manchester. Society of Chartered Account- 
zni5); C. B. G; Bowden (H.M. Inspector of Taxes, Preston); 
Á, | Bradley, F,C.I.8. (Chairman, North Lancashire Branch, 
Chartered Institute of Secretaries); J. Budd, (Vice-President, 
Blackpool Law Society); P. Chapman (Assistant Editor, ‘The 
i a Councillor C. Cross (Deputy Mayor, Black- 
bool) 

Messrs J. V. Eastwood, F.C.A. (Hon. Secretary, Manchester 
Sopiety of Chartered Accountants); B. Entwistle, F.C.A. 
Chairman, Bolton Branch, Manchester Society of Chartered 
Accountants); J. M. Gibson, a.1.8. (President, Mid-Lan- 
ashire Centre, Institute of Bankers); G. K. Grindrod, M.A., 
LCA. (Hon. Secretary, North Lancashire Branch, Man- 
héster Society of Chartered Accountants); P. C. Hoare 
Editor, ‘Evening Telegraph’); D. H. Preston, a.c.a. (Hon. 
Treasurer, North Lancashire Branch, Manchester Society of 
-hartered Accountants); H. Ryden, ¥.c.a. (Past-President, 
incorporated Accountants’ District Society of North Lan- 
ashire); F. H. Walsh, r.c.4. (Vice-President, North Lan- 
ashtre Branch, Manchester Soctety of Chartered Accountants); 

3. Wilford (Editor, ‘Lancashire Evening Post’). 


he toast of ‘The Institute of Chartered Account- 
wits in England and Wales’ was proposed by Mr 
e, and in reply Mr Dicker said that it was a matter 
o congratulation that the Manchester Society had 
uch a healthy offspring in the North Lancashire 
anch, together with its five thriving grandchildren — 
he sub-branches. 
i 
The Institute's Leadership 
Véferring to integration, Mr Dicker said that very 
oon the arrangements would be completed and the 
nstitute’s membership would number nearly 30,000. 
Te continued: 
"Perhaps more important than this arithmetical result is 
he much wider aspect which will have world-wide effect. 
Institute has always been recognized as the leading 
ody of accountants, probably in the world, and by this 
ugmentation of our membership we are emphasizing that 
xidership, which we must continue to show by approach- 
ig the future with determination to ensure that this great 
ofeasion of accountancy attains and maintains the very 
pe standard of efficiency and integrity.' 


* 


Value of CARBS 


Speaking of the work of the Council and its various 
committees, Mr Dicker referred to the retirement 
benefits scheme introduced for the benefit of those 
members to whom the appropriate provisions of the 
1956 Finance Act apply. He said: 

‘For a number of years it was obvious that the absence 
of a central pension scheme was a serious deficiency in oür 
make-up and a special committee started work on the 
problem some years ago. 'l'he result of their efforts is the 
scheme known as CARBS which has now been issued and 
which I commend to all members very strongly. ` 

‘Such members have to make up their minds whether to 
take advantage of the self-employed pension provisions at 
long last made possible as a result of pressure by the 
Institute and the other learned professions. The Institute 
scheme was the first to introduce an alternative that your 
pension provision could take inflation into account. 

‘Every accountant affected should stake his claim by 
contributing to the more normal scheme a minimum of £50 
iere June 30th, 1960, as the rates are then guaranteed for 

e 

"The E booklet, obtainable from the Institute, 

suggests that members having secured the right to guaran- 


teed rates under Schemes A, B or C, may find it convenient. 


to “top-up” by variable contributions under Scheme D. 

"Scheme. D is a novelty. The premiums paid are related 
to the price of investment trust units at the date of payment. 

Similarly, when the annuity becomes due, the monthly 
amount will also be related to the then price (each month) 
of the units. All history suggests that over a term of years 
these will appreciate. The value of these units can be seen 
recorded in the financial Press daily. 

"S strongly recommend all those interested to read and 

digest that very valuable discussion under the title of 
“CARBS Brains Trust” arranged by the London District 
Society in December and which was fully reported in 
The Accountant of February 8th.’ 

In conclusion, Mr Dicker said that the dinner was 
the last occasion on which he would be representing the 
Institute as immediate Past President and expressed 
his pleasure that it should happen to be in ‘breezy, 
buoyant Blackpool.  : | 


Accountants' Work for Charities 


‘Tribute to the work of accountants on behalf of charit- 
able organizations was paid by the Lord Bishop of 
Lancaster in his response to the toast of ‘The Guests’ 
proposed by Mr Hare. 

His Grace said that throughout his ordained career 
he had been struck by the generosity of chartered 
accountants, and he had yet to find a really deserving 
charity which did not have its accounts audited and 
looked after completely free of charge by ‘one of your 
fraternity'. 

He paid a sincere tribute, 'not only on behalf of the 
Church, but on behalf of all charitable institutions, 
to members of the profession for their generosity in 
doing this work without any fuss or bother and very 
often with precious little recognition’. 
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In Parliament 


Income Tax: Domestic Hereditaments 


Mr BARTER asked the Chancellor of the Exchequer the 
amount by which, in the latest convenient year, assess- 
ments for income tax in the United Kingdom have been 
reduced as a result of claims for maintenance of 
doméstic heréditaments occupied by the owner.of the 
propérty or his family and the resultant aggregate 
reduction in income tax liability. 

Mr Amory: Six hundred and eighty million pounds 
gross annual value and £525 million net annual value 
in 1956-57, of which about £155 million and {£120 
million respectively relate to owner-occupied houses. 


. Mr BARTER asked the Chancellor of the Exchequer 
the aggregate amounts allowed in the latest convenient 
year for income tax purposes in the United Kingdom 
in respect of the use for the purposes of trade, pro- 
fession or avocation of a part of domestic premises 
occupied by the owner of thé property. 

Mr Amory: About £15 million representing about 
£6 million tax in 1957-58.. 


' Hansard, Mar. 25th, 1958. Oral Answers. Col. 204. 


(emn D 


Capital Issues Committee 


Mr H. Fraser asked the Chancellor of the Exchequer 
whether, in view of the unconflicting needs of reflating 
markets dependent on primary production and 
checking inflation in the United Kingdom, he will 
now instruct the Capital Issues Committee to assist 
Colonial and Commonwealth Governments and private 
companies in their use of the London capital market. 


Mr Amory: No further instruction is riecessary. 
After the Commonwealth Economic Conference in 
1953, the Committee was asked to take note of the 
Government's undértaking to make a special effort 
to provide additional capital for Commonwealth 
development by facilitating the financing of schemes in 
other Commonwealth countries which would contri- 
bute to the improvement of the sterling area's balance 
of payments. This réquest has not been withdrawn. 


Mr Frager: Surely, my right hon. friend will agree 
that certain Colonial Governments have tried to 
approach the London capital market recently and have 
not been allowed by the Capital Issues Committee to 
do so. Is not this precisely the time when we should 
be doing things in the Colonies to build up areas when 
there is recession? 


Mr Amory: My hon. friend will know that the 
demands are very greatly in excess of resources 
available. The Capital Issues Committee has a very 
difficult job to do, and I believe that it is doing ‘it 
extremely well. 


Mr OSBORNE asked the Chancellor of the Exchequer 
if he 1s aware of the criticism being directed against 
the Capital Issues Committee, on the grounds that 
it$ attitude is dictatorial and its decisions, for which it 
refuses to give any reasons, capricious; and if he will 
investigate the methods and machinery of the Com- 
mittee and make a statemerit. 


~ 


Mr Amory: I am aware that from time to time there 
has been criticism of Treasury decisions taken after 
the Committee has given advice, but this has usually 
been misconceived. I have full confidence in the Corn- 
mittee and I see no reason to make any special investi- 
gation. 


Mr Ossorne: Is not my right hon. friend aware that 
the City regards some of the decisions as absolutely 
amazing? Since they have caused a good deal of diamay, 
wil my right hon. friend ask the Committee to 
reconsider the position as to whether it.could not give 
reasons for some of its decisions? 


Mr AMonY: The Committee inevitably has to turn 
down some cases and when one is turned down I 
know how easy it is to regard the decision as amazing, 
as my hon friend has said. I repeat, however, what I 
said earlier, that I have complete confidence in the 
Committee and that I believe it 1s carrying out its 
very difficult work extremely well. 


Hansard, Mar. 25th, 1958. Oral Answers. Col. 208. 


Pensions Schemes 


Mr McKay asked the Chancellor of the Exchequer 
how much of the £734 million shown in Table 161 of 
the Monthly Digest of Statistics as employers' contri- 
butions is paid to approved pension schemes apart 
from National Insurance; and, assuming that this is all 
allowed as an expense item, what is the resulting loss 
of revenue to the Exchequer. 


Mr Amory: Of the total employers’ contributions 
of £734 million in 1956, £304 million consisted of 
National Insurance contributions and about half of 
the remaining £430 million related to contributions 
to superannuation funds or, in.some cases, the actual 
pensions paid by Central and local Government and 
by the nationalized industries. Contributions to 
approved funds and schemes by employers in private 
industry amounted to just over {200 million, the tax 
relief in respect of which is estimated at about {90 
million. 


Hansard, Mar. 25th, 1958. Written Answers. Col. 18. 


Cheques Act: Receipts 


Mr Jonn HALL asked the Chancellor of the Exchequer 
whether the statement by an official of his Department 
that.the sending of receipts for amounts over -{2 
without a stamp but with observations, such as ‘Paid 
by Cheque', was illegal, was made with his authority; 
and if he will either clarify the position under Section 3 
of the Cheques Act,.1957, or amend the Stamp Act. 


Mr Amory: I am advised that the giving unstamped 
of a receipt for £2 or more marked ‘Paid by Cheque’ 
would contravene the provisions of Section 103 of the 
Stamp Act, 1891, under which a fine of £10 may be 
imposed for giving a receipt liable: to duty and not 
duly stamped. Section 3 of the Cheques Act, 1957, does 
not affect this provision in any way. 


Hansard, Mar: 25th, 1958. Written Answers. Col. 18. 
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ertain payments. He also reported the deaths of two 
»eneficiaries, 


Christmas Food Parcels and Clothing Gifts 


[tiwas reported that Christmas food parcels were sent 
o! beneficiaries at a total cost of £331 and that clothing 
sifts had been given to certain beneficiaries at a total 
cost of £438. 


| TAX RESERVE CERTIFICATES 


The Treasury has announced that as from March 29th 
ind until further notice, T'ax Reserve Certificates of 
the seventh series, issued under the terms of the pros- 
vectus dated July 8th, 1955, will bear interest at 31 per 
sent per annum, free of tax. 

The rate of interest on certificates of the seventh 
series subscribed before March 2oth, 1958, will remain 
inchanged at 31 per cent. 


AMERICAN AWARD FOR ACCOUNTANCY 
STUDENT 


Mr G. Duncan, a graduate of the London School of 
Economics, who is at present serving under articles 
with Messrs Barton, Mayhew & Co, Chartered Ac- 
>ountants, has been awarded a. King George VI 
Fellowship for the academic year 1958-59, to study 
Xusiness administration in the Graduate Division of 
the Wharton School of Finance and Commerce, at the 
University of Pennsylvania. 


| SOUTH EASTERN SOCIETY OF 
) CHARTERED ACCOUNTANTS 
LaAprs' NigHT DINNER AND DANCE 
Fhe South Eastern Society of Chartered Accountants 
veld its annual ladies’ night dinner and dance at The 
Grand Hotel, Lyndhurst, Hampshire, on Friday, 
VIarch 21st. Among the seventy-three members and 
zuests present were Mr A. S. H. Dicker, M.B.E., F.C.A., 
ediate Past President of the Institute, and Mrs 
Dicker. 
| The toast of "Ihe Ladies and Guests’ was proposed 
oy Mr P. D. Irons, B.COM., A.C.A., President of the 
Society, who extended a warm welcome to the guests 
with particular reference to the ladies. Mr Dicker made 
an amusing response and his reply was supported by 
Mrs A. G. J. Horton-Stephens, the wife of the Society’s 
Vice-President. Dancing continued until r a.m., 
uring which there was a break for entertainment by 
Jeffrey Atkins, who entertained the company with 
his conjuring tricks. 
CITY DISCUSSION GROUP 

The next meeting of the City Discussion Group of the 
London and District Society of Chartered Accountants 
vill take place on Wednesday, April oth, at The Cock 
ind Bottle, Laurence Pountney Hill, Cannon Street, 


EC4, at 6 for 6.30 p.m., when Mr Douglas Clarke, 
LL.B., F.C.A., will answer questions on the work of the 
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Institute. 'T'he subject for discussion will be 'If I were 
Chancellor’, introduced by Mr A. J. G. Snitter, A.C.A. 


-"THE BRITISH COMPUTER SOCIETY 


The next two meetings of The British Computer 
Society will be held on April 17th and arst. At 
the first lecture, to be held at Birkbeck College, Malet 
Street, WC1, Dr A. D. Booth will give the opening 
address in a symposium on “The mechanical translation 
of languages’; the symposium will commence at 
2.30 p.m. 

The lecture on April 21st will be by Dr F. Yates, 
F.R.S., of Rothamsted Experimental Station, on “The 
use of an electronic computer in research statistics — 
four years’ experience’. The lecture, which will com- 
mence at 6.15 p.m., will be held at ‘York Hall, Caxton 
Hall, London, SW. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The week-end residential course for senior students 
of The Chartered Accountant Students’ Society of 
London, will be held this year from September 1rth- 
r4th at Balliol College, Oxford. An announcement 
will be circulated to members of the Society when 
details are complete. 

The Pre-Intermediate week-end course takes place 
at Pembroke College, Cambridge, next week. The pro- 
gramme is as follows: 

‘Thursday: Lecture on ‘The financing of business’, by 
Mr R. F. Henderson, M.A., PH.D., Lecturer in no- 
mics, University of Cambridge. 

Friday: Lectures on “The practice of accountancy in 
industry’, by Mr F. Clive de Paula, F.C.A., F.C.W.A., 
and on ‘Practical auditing’, by Mr H. O. H. Coulson, 
F.C.A. 

Saturday: Lecture on *National finance', by Mr A. M. M. 
Mitchell, Principal, H.M. Treasury. 

Sunday: Service in College Chapel with address by 
Rev. M. B. Dewey, Mn Dean of Pembroke College. 
Lecture on ‘Handling and reading statistics’, by Prof. 
R G. D. Allen, C.8.E, M.A, D.SC.(ECON.), F.B.À., 
Professor of Statistics, University of London. 


OFFICE EQUIPMENT EXPORT RECORD 
Britain's office equipment industry last year set up its 
twelfth successive joint output-export record. Pre- 
liminary figures published, which still await confirma- 
tion, show that output of accounting machinery, 
typewriters and dictating machines amounted to £25 
million more than the £45 million in 1956. These 
figures exclude electronic computers. 

Export trade during the same period increased from 
£16,316,912 to £19,005,112. A notable feature was the 
increase of exports to Western Germany, Sweden and 
Mexico, while traditional overseas customers, such as 
Australia, South Africa, Canada and the U.S.A., slightly 
increased their imports. 
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|^ SOUTHEND-ON-SEA CHARTERED 
ACCOUNTANTS’ GROUP 


The third annual dinner-dance of the Southend-on- 
Sea Chartered Accountants’ Group will be held at 
The West Cliff Hotel, Westcliff, on Friday, April 11th, 
at 7 for 7.30 p.m. There will be no speeches, and while 
proceedings will be informal, evening dress will be 
worn. There wil be a cabaret and dancing will 
continue until 1 a.m. 


Tickets, price 27s 6d each, can be obtained from the 


Hon. Secretary of the Group, Mr A. A. Stewart, 
A.C.A., Flat 5, 1 Clifton Terrace, Southend-on-Sea, 
Essex. (Telephone: Southend 45903 and 44424.) 


, CUTTING- COSTS FOR PRODUCTIVITY 
A conference at which executives and specialists from 
British industry will consider the latest ideas and 

iques in productivity is being held at Earls 
Court, ‘London, from April 14th-16th. The confer- 
ence is being organized by the British Productivity 
Council in conjunction with the. Factory Equipment 
Exhibition. 

.Mr H. H. Norctoss,. F.C.W.A.,, and Mr Edward 
Péarsqn,. F.C.W.A., are among. the speakers and will 
give. papers on ‘Costing as an ald to productivity’ and 
‘Case MCA of a small firm' MA 
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THE BLACKPOOL AND FYLDE CHARTERED 
ACCOUNTANTS STUDENTS' SOCIETY 


The report of the committee of The Blackpool and 
Fylde Chartered Accountants Students’ Society 
presented at the recent annual meeting records a 
total membership at December 31st, 1957, of fifty, 
remaining unchanged from the 1956 total 

Lectures were again organized by the Manchester 
joint tuition committee, and the Society's committee 
stresses that the support of members is essential -if 
these lectures are to continue. Two successful resi- 
dential courses were held at Burton Manor, Burton-in- 
Wirral, and the monthly luncheon meetings were 
continued. 

A number of sports activities were also held and 
there was a most successful dinner and dance. 

The following officers of the Society have been 
elected for the ensuing year: 


Chairman: Mr J. S. Darwell, F.c.a. 
Vice-Chairman: Mr J. C. Bryan, A.C.A. 


‘Hon. Secretary: Mr D. W. Knols cjo 14 Edward 
Street, Blackpool. 


Hon. Treasurer: Mr J. D. Bowden. ` 


Committee: Messrs K. Bleazard , ]. G. Jackson, C. B. Jeffay, 
R. B. Lovejoy, R. M. Tytler, F. Waite, J. B. Wright. 
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ACROSS. 


I. "A bent fire-iron is not 80 godd (8). os 

4: He cisee-an Encore point in Sudhey dades It 
must be love! (Ò. 

7. It might keep breakdown experts busy and it's a strong 
Civil Defence arrangement (8, 7). 

9. Method of depreciation on a scale used for keeping a 
check on that surplus weight? (8, 7). 
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Re by B. W. Jones, B.Com., A.C.A. 


12. Share allotted , without the final direction affords a 
useful comparison for accountants (5). 
15. But this fund is used for raising resources to meet a 


liability (7. — 
17. It could be capital, before or after, but it must be 
: disclosed (7). 
18. At the moment splitting 2s is a bleak prospect (5). 
21. Payment on account (7, 8). . 
a4. ys be a liability at tennis, but not in business (8, 7). 
25. At last, taking it piecemeal, present participles do for 
“ane 6). 
26. Sought by i lazy man, it must be reckoned with in 7 


(4 4). 


| DOWN 
I. Covered (7). 
2. Kies it, a misrepresentation does not avoid a 


ntract (5). 

3. Walpole’ s novel castle 7: 

4. Launching a new (ship’s?) company (9). 

5. Apart of Scotland full of atmosphere (5). 

6, A golden one is worth 1,000 times 11 (5). 

8. The monetary element.in modern education (5). 
10. Crooked, like London gardens (5). 

II. As this is going up, make it a small cash item (4). 
13. Female head ofa delegation (5). 
I4; One important task ot the sales department (9). 


. I6. In a coal-mine one comes across this gas, perhaps (4). 


18. Hurried round the joint and loaded the cargo (7). 

19. Plant used in basket-making (5). 

20. It takes a red nose to negotiate a bill (7). 

21. PT beneficiaries on an intestacy where there is no 
i zn spouse (5). 

22. It can canbe otted statistically, finishing as 30 begins (5). 

23. Is 24 sienna from it? (5). 


^ Thè solution will be püblished 1n next week's issue. 
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Employee Shareholdings 


HE idea of co-ownership in industry has come to the fore 

again in recent years, after a long lapse of interest dating 

back nearly to the pioneer efforts of the late MR ‘THEODORE 

C. TAYLOR. For it was as long ago as 1892 that he first intro- 

duced a profit-sharing scheme into the family textile firm of 

J. T. & J. Taylor Ltd. Lately, however, there has been a marked 

revival of interest in these schemes and several large public com- 

panies — Imperial Chemical Industries Ltd, Courtaulds Ltd, 

Rolls-Royce Ltd, and Rugby Portland Cement Ltd, among others 

~ have seen fit to introduce some plan or other designed to 
encourage employee participation in their own share capital. 

The cost of these schemes is by no means negligible as the 

mounting sums allocated to the employees' profit-sharing bonus 


by I.C.I. vividly illustrates: £ 
1957 0e 0 0 4958294 
1956 is T E: = 3,146,643 
1955 ad = Se 2,833,467 


Other, less formal, schemes uve also encouraged employees to 
take up shares in their own company. When the steel companies 
were sold back to the public, for instance, several of them made 
special arrangements to help employees buy small blocks of 
shares by granting interest-free loans repayable by regular deduc- 
tions from wages or salaries over a period of time. Neither are 
these schemes entirely confined to public companies, for many 
private companies foster similar facilities. Indeed, so much 
interest has been aroused in the business world by these en- 
lightened moves that a particularly warm welcome will be 
extended to a new book which has just been published on the 
whole subject.| The author, DR GEORGE COPEMAN, not only 
examines the merits and demerits of a variety of different schemes 
introduced both here and in the United States, but also sets out 
to explain the philosophy of co-ownership. He shows that it is 
a practical means by which the gap between capital and labour in 
the Western world may be closed and the present major handi- 
cap to technical and industrial progress removed. 

Ín one sense, the book itself is a pioneering effort too, for 
Dr COoPEMAN claims that it is the first of its kind. 

“I have endeavoured to put together’, he says, ‘some of the main 
arguments for employee shareholding, and also some of the main 
principles that can be universally applied in the setting up of 
schemes for employee shareholding.” 


1 The Challenge of Employee Shareholding. Business Publications Ltd, London. 
Price 1 net. 
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At first sight, this aim might seem to be tinged ` 


with syndicalism, together with the ever-present 
danger of the employees eventually owning a 
majority of the shares, and thus assuming control 
of the company. 'The author reassures us on this 
point, however, by showing that this 1s seldom 
likely to occur. Direct participation is the object 
of the exercise; not control. 

In arguing the case for an extension of em- 
ployee shareholding, DR CoPEMAN advances the 
view that the most important line of authority in 
industry comes direct from the customers, and 
only derives in a residual sense from the owners 
of capital. Consequently, an executive's authority 
depends chiefly on his knowledge of customers' 
needs and his ability to meet these successfully. 
Again, self-denial is held to be only one aspect 
of the process, of capital accumulation, for 
alongside that: 

"Capital is accumulated through the successful 
. serving of customers, and the deliberate spending 

of income received, in ways which will expand 

the business and make it possible to serve more 
customers,’ 


Seemingly, a clear case exists for granting to the 
employees who now perform much of the 
‘enterprise’ role of the original founders, a tax 
incentive and facilities to accumulate share capital 
on equal terms with the founders and heirs who 
are now said to own the bulk of the shares. 

On the question of tax incentives, DR COPEMAN 
feels that there is a strong case for matching any 
reliefs given when employees acquire shares 
with a tax penalty when they sell them. The 
system he has in mind would mean deferring, 
rather than waiving, the tax liability; and he 
reminds us that a very respectable precedent 
exists whereby a similar postponement of tax 
liability is already made in the case of most 
company pension schemes, not to mention 
annuity schemes for the self-employed. 

In a detailed survey of the various existing 
employee shareholding schemes, DR CoPEMAN 
distinguishes nine different types, viz 

(1) Shares purchased for the employees with a 
share of the profits. 

(2) Private company profit-sharing used to pur- 
chase for employees shares in publicly quoted 
companies. 

(3) Employee savings matched by a company 
contribution, part or all of the total. being 
invested in ordinary shares. 

(4) Employee ‘savings invested in the company 
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at par, but with benefit of ordinary dividend 
rights, or other potentially high dividend rights. 

(5) Employee savings invested in preference or 
loan stock that carries rights of conversion into 
ordinary stock. 

(6) Employee investment in nominally priced 
shares, highly geared to bring the prospect of 
substantial capital gain if profits rise. 

(7) Shareholding trust for employees’ benefit and 
at least partial control. 

(8) Instalment purchase of ordinary shares by 
employees, either at market price or some other 
agreed price. 

(9) Stock options enabling employees to buy stock 
during a prescribed period at a prescribed price. 

In the above list, profit-sharing is the mainstay 
of types (1) and (2), whereas types (3), (4), (5) 
and (6) depend mainly upon direct contributions 
from employees, though the investment is made 
on unusually attractive terms. On the other 
hand, type (7) does not confer full shareholding 
status upon the employee: his benefits are 
derived instead from corporate shareholding 
through an employee share trust, while types 
(8) and (9) provide for purchase by employees of 
ordinary stock in the company at prices below 
the market quotation, or on instalment terms, or 
on an option basis. 

In passing judgment on the various types of 
scheme, it has to be remembered that all these 
schemes were obviously well thought out, besides 
being carefully tailored to suit the needs of 
particular companies. As DR CopEMAN acutely 
observes: 

‘Criticisms of particular schemes may be quite 
invalid when viewed in the historical setting of the 
companies to which they were applied.’ 

Undoubtedly, the basic — and rather revealing — 
reason for most of the criticisms that can be 
levelled at some existing schemes is that em- 
ployees frequently have no burning desire to 
become shareholders in the first place. Because 
of this fundamental lack of desire on their: part 
to invade the capitalist citadel, the pioneers of 
employee shareholding schemes have had to 
resort to all manner of incentives in order to 
entice their employees to assume investor status. 

If the CHANCELLOR OF THE EXCHEQUER aims 
at encouraging investment in industry in general, 
and employee participation in particular, he 
might well find a way of ‘lightening the present 
onerous load of stamp duty on share transfers — if 
unable to abolish ‘it altogether—in his forth- 
coming Budget statement. 
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Dual Hereditaments in Land 
TAXATION OF MISCELLANEOUS PROFITS 


by T. J. SOPHIAN 


HIS article is concerned with what may 

be described as the miscellaneous profits 
referred to as ‘other profits’ in paragraph (f) 

of Section 182 (1) of the Income Tax Act, 1952. 
The subsection enumerates six different kinds 
of ‘profits’ which themselves constitute heredita- 


ments’ or ‘heritages’, viz.: 


4 tithes, if taken in kind; 

b) dues and money payments in right of the 
church or by endowment or in lieu of tithes (not 
being tithes arising from lands) and all teinds 

in Scotland; 
*(c) tithes arising from lands, if compounded for, 

. and all rents and other money payments in lieu 
of tithes arising from : 

'(d) manors and other royalties, including all dues 
and other services or other casual profits (not being 
rents or other annual payments reserved or 


'(e) fines received in consideration of any demise 
of lands or tenements (not being parcel of a manor 
or royalty demisable by the custom thereof); 

(f) all other profits not before enumerated 
(other than profits liable to deduction under 
Sections 173, 174, or 177 of this Act), arising from 
land not being in the possession or occupa- 
tion of the person to p charged.’ 


Sections 173, 174 and 177 refer to the Schedule 
A deduction of tax from rents payable under 
short leases and deduction of tax from rents 
under long leases, yearly interest, annuity, rent, 
rent-charge, etc. or other annual payment re- 
served or charged upon the land not being rent 


under a short lease or an annuity within the 


meaning of the Tithe Acts. 

As regards the six categories of ‘profits’ 
referred to in paragraphs (a) to (f) of Section 
182 (1), tax in respect of the property in the 
hereditament or heritage is not chargeable under 
Schedule A but is to be chargeable under Case ITI 
of Schedule D, i.e. as if the profit was an annual 
payment etc. from which tax would be deductible 
at the source by the payer. 


IDETTE 


and were later transferred to Case III of Schedule 
D by Section 28 and the Third Schedule of the 
Finance Act, 1926. 


Meaning of ‘Other Profits’ 
The meaning of the expression ‘other profits’ in 
paragraph (f) is by no means easy to determine. 
The type of profit would appear to be one arising 
from some easement or right granted by the 
owner of the land: or of an interest in the land, 
to a third person, as against the land in question. 

It is to be noted that in order that the profit 
should fall within paragraph (f), it is essential 
that it should arise from land, and that such 
land should not be in the actual possession or 
occupation of the person to be charged. 

The profit, therefore, must in itself be a ‘here- 
ditament or heritage'; for all the six types of 
profits referred to in paragraphs (a) to (f) are 
described in the opening words of the subsec- 


tion as 'hereditaments and heritages'. Further, . 


the ‘hereditament or heritage’ constituted by 
the ‘profit’ within paragraph (f) must be separate 
and distinct from the hereditament constituting 
the land itself. In other words, there is a dual 
conception of 'hereditament' for this purpose. 
On the one hand, there is the hereditament con- 
stituted by the land, which would be assessed 
to Schedule A, and would be in the actual posses- 
sion or occupation of the owner of the land or 
some tenant of his; and on the other hand, there 
is the hereditament constituted by the ‘profit’, 
which will usually, and also it seems necessarily, 
be owned by some other person than the owner 


or tenant of the land. 


. Common Characteristics. 


Indeed, with the exception of the profits referred 
to in paragraph (e) (i.e. fines in consideration of 
a demise), it will be observed that all the profits 
referred to in paragraphs (a), (b), (c), (d) and (f) 
have these common characteristics: that the 
‘profit’ is a separate hereditament from the land 
itself and that the owner of the ‘profit’ is not 
necessarily in actual possession or occupation of 
the land from which it arises. Thus a right to 


: tithes would be.a hereditament or heritage arising 


out of land, and the property: in. that. cuin 
ment would be vested in the tithe-owner who 
probably would not be the owner of the land 
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itself, and would not be in actual occupation or 
possession of the land. 

Again, the owner of land, A., may have 
granted an exclusive right of way over the land 
to B. That right of way would be a hereditament, 
distinct from the land itself. B. may then turn 
this easement to account by permitting others to 
use the right of way in return for certain payments 
for the privilege. The sums thus received by B. 
would, it seems, constitute ‘profits’ within para- 
graph (f) and the payments to A. would be 
subject to deduction of tax at the source. 

Where, however, such a right is a natural 
incident of the land itself, then any payments 
made in respect of it would not constitute a 
‘profit? within paragraph (f). The payments 
would be, as it were, swallowed up in the charge 
to Schedule A tax of the land itself, to which 
the right would be appurtenant. This is the 
underlying principle in Elliott v. Burn (1 3 A. T.C. 


344; 18 T.C. 595). 
Payments for Letting Down Surface 


In that case a mine-owner made certain annual 
payments to the surface-owner in consideration 
of the grant of permission by the latter to let 
down the surface of the land, without incurring 
any liability for the damage thereby caused. 
The House of Lords held that this right arose 
from the ownership of the land itself, i.e. from the 
right of support which was inherent in the 
ownership of the land. That right of support 
of the surface of the land by whatever lay beneath 
the surface, was a natural incident of the land, 
and it was part and parcel of the congeries of 
rights, which went to make up the ownership of 
the land. It was not therefore a separate heredita- 
ment, distinct from the hereditament constituted 
by the land itself, and accordingly the payments 
received by the surface-owner for the grant of this 
right were covered by the Schedule A assessment 
and charge, which according to Fry v. Salisbury 


House Estate Ltd (9 A.T.C. 101; 15 T.C. 266), 


a decision of the House itself, was exhaustive. 
The Ethott case, however, may be misleading 
if the exact nature of the right conferred in that 
case by the landowner is misunderstood. All that 
the land- or surface-owner was doing was to 
allow the mine-owner to let down the surface 
as and when it might occur in the course of 
working the coal, without incurring any liability 
to pay compensation for the invasion of his 
natural right incident to the ownership of the 
surface. There was therefore no definite grant of 
ány licence or easement by the surface-owner, as 
there would have been if the surface-owner were 
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surrendering this natural right of support or 
any part of it. 

It is most important to note that had the 
surface-owner in fact granted such an easement 
to the mine-owner, the result may have been 
vastly different. It might have been argued that 
the surface-owner had created an ‘easement’ — 
a hereditament distinct from the land — and that 
the payments made in consideration of the grant 
of the easement were received by the surface- 
owner as ‘profits’ falling within Rule 7 of No. II 
of Schedule A which was the predecessor of 
paragraph (f). It is true that in that case the 
surface-owner, who would have been chargeable 
under Rule 7, would also have been in actual 
possession or occupation of the surface land itself- 
another hereditament in respect of which hewould 
also have been chargeable to Schedule A tax. 

In construing paragraph (f), therefore, one 
must note that it does not appear to be absolutely 
essential. for its application that the person to 
be charged in respect of the ownership of the 
separate hereditament constituted by the profit, 
must not be in actual possession or occupation of 
the land out of which the profit arises. 

The distinction may indeed be an extremely 
fine one between the case where the grant of a 
right to let down the surface without being liable 
to pay compensation (as in Eliott v. Burn) is 
merely the grant of an incident of the right of 
ownership, so that paragraph (f) is excluded, and 
the case where it constitutes the grant of an ease- 
ment to let down the surface, so that it is in effect 
a ‘profit? within that paragraph. Fine as this 
distinction may be, however, it has a very 
important bearing on the question as to the 
manner in which a landowner may farm out 
rights in respect of gravel on lands with a 
minimum tax liability. 


The New Sharlston Collieries Case 
Reference to Elliott v. Burn would not be com- 
plete without reference to the New Sharlston 
Colltertes case (15 A.T.C. 578; 21 T.C. 69) in, 
which exactly similar rights had been granted, 
and yet tax liability in respect of the payments 
received as consideration was not avoided. The 
reason for the difference was the passing of 
Section 21, Finance Act, 1934, which is now to 
be found in Section 180 of the Income Tax xi: 
1952. 

According to this 'rovision, zt 

‘where rent is payable in respect of any land the 
property in which is not separately assessed and 
charged under Schedule A, or in respect of any 
easement, and, (a) the land or easement is used; 
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, Occupied or enjoyed in connection with any of the 
| concerns [transferred from No. IIT of Schedule A 
' to Schedule D, such as quarries, mines, ironworks 
| etc.]; or (b) the lease or other agreement under 
| which the rent is payable provides for the recoup- 
, ment of the rent by way of reduction of royalties 
on payments of a similar nature in the event of the 
land or easement being used, occupied or enjoyed 
as aforesaid, the rent shall be charged to tax under 
Schedule D and shall... be subject to deduction 
of tax... as if it were a royalty or other sum paid 
: in respect of the user of a patent.’ 

| Prior to the alteration of the law by Section 21 of 
‘the 1934 Act, the old basis of assessment enabled 
' the lessor of the concern to escape tax in respect 
| of the surplus of the amount of rents or royalties 
received by him over and above the actual profits 
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. earned by the mining lessee (see Stewart v. 
| Normanby Estate Co Ltd (12 A.T.C. 325; 18 
| "T.C. 244)). But Section 21 stopped this gap by 
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providing that the whole of the rents and royalties 
should be taxable by deduction of tax at the 
source. These new provisions had a very extensivė 


: application, since ‘easement’ for the above pur- 
' poses was defined (see now Section 180 (3)) 


as including any right, privilege or benefit in, 


. over or derived from land. 


The right to let down the surface without 


| incurring liability to pay compensation to the 
. Surface-owner would therefore constitute at least 
' a privilege or benefit and thus an ‘easement’ 


within the special definition of that term in 


: Section 180; accordingly, the payments, even 
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though they were related to a natural incident of 
the ownership of the land, such as the right to 
support, would be taxable at source. 


Elliott v. Burn Principle Still Available 


In this connection, again, one must tread warily. 
It must not be overlooked that Section 180 has 
a limited application in another sense: it can 
only operate in relation to the transferred con- 
cerns, such as mines etc., within the various 
classes specified originally in No. III of Schedule 
A. Therefore if there is no such concern, the 
Elliott o Burn decision will still operate in 
the limited set of circumstances to which the 
principle of that case applies, i.e. where the right 
is a natural incident of the ownership of the land, 
and provided that there is no surrender of the 
right by the creation of an easement. 

Where there is such an easement, there would 
be constituted a ‘hereditament’ and a ‘profit’ for 
the purpose of Section 182 (1) (f) of the Income 
Tax Act, 1952, with the result that the payment 
in consideration of the grant of the 'easement' 
would, it seems, be taxable at source as an annual 
payment etc. under Case II of Schedule D so long 
as the payment represented a pure income profit. 

When granting rights therefore as, for instance, 
in relation to the removal of gravel, it is necessary 
to avail oneself of the full protection of the 
decision in the Elliott case and to avoid destroy- 
ing it by falling into the net constituted by 
Section 182 (1) (f). 


EARLY BUDGET 


The Genius of ‘Ways and Means’ Lowndes 
by ROY HOPKINS 


HEN the Chancellor opens his Budget 
next Tuesday, in the background is a 
shadowy figure to whom he is grateful 


. for ‘services rendered’. This assistance comes 
. from an illustrious accountant in British history; 
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a talented citizen who did not pass an accounting 
examination, but who managed to enter the 
Treasury in 1679 as a junior clerk and, shall we 
say by a strange pertinacity, rose to be Secretary 
of the Treasury in April 1695. That he was not 
without an intelligent self-interest in his own 
affairs may be judged from the fact that his fees 
from office in his ‘first year were round about 


£2,400. 
The Budget Opens 
The term "Ihe Budget Opened’ was first used 


in this country about 1733, but the word ‘budget’ 
itself is much older. It goes back to the time of the 
ancient Court of the Exchequer, when the seal 
of office was in a bag or purse (French — bougette) 
of white leather. The seal was used on official 
occasions and when the Chancellor affixed his 
seal, the purse or bougette was opened. Later, in 
this bag or purse would be his confidential papers 
and figures. Hence our current term -~ the 
Chancellor opens his Budget. 

The man who first planned, who first worked 
out a definite scheme for financing the country's 
requirements had a severe task to persuade the 
spending .departments-to..provide figures for 
twelve months in advance. He carefully watched 
the accumulation of savings up and down the 
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country and decided on the proportion of profits 
which might be demanded for carrying on the 
business of the nation. The man who tackled this 


herculean task was the former young clerk, the . 


Secretary of the Treasury, or William “Ways and 
Means’ Lowndes. He was the official who 
~ assembled the figures a the Chancellor's 
Budget. 

Let us glance for a moment at Lowndes at 
work in his office one day in the 17103. He is 
comparing two.sheets of discordant paper: 
Expenditure and Revenue. The first 1s not to his 
" liking exactly. It contains the demands of the 
spending departments and to his regret he is 
unable to do much about it. The second sheet is 
his particular field of action; it is headed ‘Ways 
and Means’. The idea is to supply the Chancellor 
with a brief estimate of the sources of income. 
They may be merely suggestions and will go 
through many variations before being accepted, 
but the suggestions are intelligent and to the 
point. What is more, they are practical. 


To the last Farthing! ` 


In the Manuscript Department of the British 
Museum can be seen an informative old account 
book. The writing is clear, round and precise. 


The figures are carefully defined and the account- . 


keeper was meticulous to a farthing. It is the 
handicraft of William Lowndes. It is the story 
of the nation's income and expenditure for the 
years 1711 and 1712. 

The words ‘Ways and Means’ crop up fairly 
often. We read, "An: account of the Publick 
Supplies granted for 1711 and for what uses and 
of the Ways and Means towards Provided for 
and Apportioned’. Expenditure is recorded as 
£6,851,468 16s 71d. ‘Ways and Means’ is given 
as estimated to yield £6,261,628 19s 34d. 

The years 1711-12 were favourable for 
Lowndes’ fertile brain. In this period he worked 
under two Chancellors of the Exchequer — Robert 
Harley, Earl of Oxford, and Robert Benson. 
Harley was too busy in other directions to deal 
with pounds, shillings and pence, and this left 
Lowndes very much ‘self-employed’. The other 
Chancellor - Robert Benson~was not a par- 
ticularly strong character and Lowndes was 
probably encouraged to follow out his own ideas 
of budget planning as shown in this historic 
record. 

. Á similar account is given in balance shéet form 
for 1712. Outgoings totalled £6,718,886 6s 10d; 
‘while income at £5,801,520 12s 103d reveals 
a deficit returned separately in two sums, 
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£749,860 18s 34d and £167,504 155 714. 

Here is a compact picture of the nation's 
finances. Demands for the Navy are returned at 
42,260,000 and £540,321 12s o$d; while the 
Army in Flanders requires £1,324,728 10s 7d; 
other debits follow. On the credit side from taxes 
we get a round figure of {1,880,000 at Ad in 
the pound on land, and duties on paper, soap, 
etc., are estimated at £1,800,000. Sundry other 
duties should produce another £1,800,000. At 
the end of the balance sheet, in bold letters, the 
signature W. Lowndes is appended. The whole 
layout displays an erudite knowledge of account- 
ancy and it is not without interest to find that 
the date is given as April the roth, 1713. 


Token Currency 

Tracing these amounts through parliamentary 
records of the time is a tortuous process, but 
apparently the House was quite satisfied with his 
figures, for to make good the deficiency of the 
grants for the previous year we read that 
£589,839 17s 4d was passed by the “Grand Com- 
mittee on the Supply' by agreed resolution. 
Parliamentary proceedings in those days were 
but brief records. 

Lowndes entered Parliament in November 1695 
and the House was at once inclined to accept his 
modest but shrewd outlook on affairs, although 
the idea of devaluation of the coinage which he 
upheld was turned down. | 

He saw one thing clearly: money must be 
made the servant of man. If money was allowed 
to rule the productivity of man, the world could 
make little progress. So he worked for what we 
called once ‘a depreciated currency’; he wanted a 
token currency. Two hundred and fifty years 
later, Sir Winston Churchill gave us a token 
currency — because silver was being melted down 
for barter or commerce. The so-called silver 
coins of today are made, of course, merely from 
cupro-nickel - 75 per cent re 25 per cent 
nickel. 

Take Care of the Pence... 
A quiet, reserved man who thought in advance 
of his time, Lowndes courted no popular vote. 
Walpole paid him a graceful tribute at his death, 
saying that "The House had lost a very useful 
member, and the public as able and honest a 
servant as ever the Crown had known'. Lord 
Chesterfield wrote of him as the 'famous secre- 
tary’ with the favourite maxim — "Take care of the 
pence and the pounds will look after themselves’. 
These figures are Lowndes’ estimates as taken from his 


manuscript. They vary from Treasury published accounts, 
with exceptions. 





















































by NICHOLA 


YSTEMS of taxation can be judged from 
various viewpoints or criteria. We know that 
J taxation is necessary —it is a necessary evil — 
"but we want to get as good a system for collecting 
_any given sum of revenue as we can. What we mean 
yy ‘a good system’ depends on what sort of considera- 
ns we have in mind. It is usual 
judge any question concerned 
th taxation, or the tax system 
as a whole, from three different 
onsiderations to which a fourth 
nay be added. The first of these 
equity; the second is expedi- 
cy (by which is meant the 
economic effects of taxation); 
and the third is administration — 
how efficiently any particular tax 
or set of taxes can be admini- 
'stered. It has often been said that 
however equitable a system of 
taxation is on paper, it cannot be 
egarded as fair or just if, owing 
to administrative shortcomings, 
the intentions of the law cannot 
be carried out in practice. 
My fourth consideration is also 
concerned with economics. It is, 
however, rather different from 


the others. 
e point of view of equity, the question is 
ution of taxation as between 
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producer. I would regard the latter as far more | 
important than the former. It is evident that when _ 
you impose heavy taxation on some commodities - 
and not on others, you tempt people to rearrange —— 
the pattern of their expenditure so as to minimize 
the liability to tax. This rearrangement is a distortion 
| of behaviour which arises inci- —. 

dentally, not on account of the 
imposition of taxation as such, — . 
but because of the particular — 
forms of taxation adopted. — 

In the same way, personal . 
taxation can cause distortions of _ 
behaviour of various kinds, and ` 
here again these are so well 
known that I do not need to ` 
labour the point; it can make 
people work less than they would ` 
have worked or make them take ` 
fewer risks. More important, it ` 
can also make them spend more 
and save less than they would 
have spent and saved ifthesame ` 
money had been taken from _ 
them by some means other than ` 
those of personal income tax. — 

From. the. point of view of 
economic control, what we are 
asking is how efficiently any - 
particular system can translate ` ` 
into practice the political ob- ` 
jectives of the Government. For ` 
example, the Government wishes 
to fight inflation and to restrain spending. Itcando ` 
so by monetary policy or by fiscal policy - through ` 
raising taxation. My colleagues are very n . : 
















as to the relative appropriateness of efficacy of these _ 
two kinds of instruments of control. But all eco 
mists agree that taxation does serve as an altern 
instrument of control to credit policy. As soon as 
you admit that, however, the question arises 
all taxes equally good in this regard, or a 
forms of taxes better than others? — ^ oou 
Finally, there is the question of administration. 
Direct taxes, graduated and differentiated according ` 
to personal circumstances, as you all know from 
experience, are not easy taxes to administer. If it were. 
simply a question of collecting money, I think most _ 
of us would agree that it would be better to do wi 
out income tax and such-like, and collect all the. 
that the Government needs by a tax on sales, 
MDover, etc. .— 
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is: ‘What, if anything, do these terms mean? Itis . 
. mot possible to give any very precise definition to 
. Notions such as ‘taxable capacity’ or ‘ability to pay’. ` 
-But that does not mean that these notions themselves 
-~ are of questionable validity. They very clearly mean ` 


. Something, even though if one wants to quantify 
. them with precision one always comes up against 
; difficulties. 


Measurement of Ability 


| ‘Similar difficulties are met in defining precisely the ` 


ability of individuals - I mean not the ability to pay, 


. but general ability. The notion of ability clearly has a ` 
_ meaning for us. None of us would question that some - 


i: people are abler than others, and yet, if you try to 


. measure ability by any sort of test- and social 


- Psychologists and educationalists have been con- 


 Stantly busy in devising tests of ability, such as - 


intelligence tests, and various systems of examination 
. or selection - you. may find that there is no single 


test that is really satisfactory for measuring the cc ; E ure o 
i | . groups, and so on. It is a thoroughly political question. B 


E, find, as for example in the new methods of selection - 


. Ordinary everyday sense of the term ability. We 


P adopted by the army in the last war, that if you want 


, an endurance test, etc., and co- 


want to measure 






easures ability does not exist. 


__ the best system of selection, you must not rely on 

` any one test, but a combination of them. One is less — 
. likely to go wrong if one selects a number of tests, . 
awards points, so to speak, for each particular - 
an intelligence test, an ordinary sort of | 


sults. The nature of the tests varies 
m in hand. I think it is generally - 
LOWE ability you. 
sing one ideal test, because the ` 


am: 


. depends on whether there is reasonable equality of —— 
treatment between people who are similarly situated. D 
That is the real test of fairness. A fair tax system 8 
aims at ensuring that those people who have the same __ 
. taxable capacity, or the same ability to pay, should _ 
pay the same amount in tax. In other words, the __ 
. major problem of a fair system of taxation is that ` 
-people with the same ‘spending power’ should pay 
_ the same taxes. The question of how much people 

with a high taxable capacity should pay as against 
people with low capacities is a secondary question — 
and far less important, in my view, in judging the Um 


equity and fairness of the system. 


.. Indeed, ‘fairness’ is not really the right term with d 
regard to the second aspect. The extent to which the — 
‘System produces economic equality as compared with ` 
the degree of economic equality that would prevail. : 
without it is a question of the sense of social justice D 
of the community, It depends on the purely political ` — 
question of how much inequality society wishes to - : 
. tolerate. It is an outcome of opposing interests in the. 


country, of various political groups and. pressure 

















fication for taxing nroperty at ddl | 


cept the one of administrative convenience - a 

ad man is less able to squeal than a live one. Death 

ty is a periodic levy on property falling on the 

rson or persons who inherit a man's estate. The 

al notion that the estate duty is a tax on the 

eceased is really nonsensical - though it may have 

had rather more justification in the old days when 

people saved specially during their lifetime to cover 

. death duty liabilities on their decease. If the inci- 

. dence of the estate duty is really on the legatee and 

. not on the testator, the sensible thing is to recognize 
this and to impose a tax on the recipient. 

However, it ought to be a tax on all gratuitous 
_ transfers, which means a tax on gifts inter vivos as 
` well as on everything received by way of inheritance 
Se and bequest. It should be levied not according to 
c : the estate or the wealth of the donor, but 
erence to the size of the gift and the wealth of 
the recipient. I do not think one needs to argue the 

se for this principle at great length. The point of 
progressive death duties is to counteract the tendency 
towards the concentration of property in fewer hands. 
But if that is the underlying principle the rate of 
. progression of the levy ought to vary with the size 
. of the individual bequest, and not with the size of 
. the estate, 

_ "The annual property tax, levied on an individual's 
*. total estate, was to start at the rate of j per cent per 
‘annum and to rise gradually to a maximum rate of 
4 per cent, and was to replace differentiation by 
means of earned income relief. The personal ex- 

enditure tax was in lieu of surtax. Both ordinary 
C income and capital gains were to be taxed at the same 
- rate, and the highest marginal rate of income tax 
was is suggested to be no more than 45 per cent. 














































` Administration of the System 


It only remains for me to say something on the way 
think a tax system of this kind should be admini- 
stered. I think this ought to be much easier to explain 
toan audience of accountants than to other audiences, 
because what I in fact suggested as an annual return 
ie purpose of assessing an individual for all 
xes, was to be much the same kind of state- 
a balance sheet and a profit and loss account 
-an individual's personal account (rather 
ess affairs). In fact, I am sure that 
your private practice are already 
repare annual accounts for your 
ng their capital position at the beginning 
he year and their capital position at the end of 
year, giving a record of all capital transactions, 
receipts, and withdrawals with the whole 
ecking in much the same way as, on sound 
ancy principles, a balance sheet and a profit 
nt ought to check. 

sted in India was a single compre- 
drawn up on analogous principles, 
hich the taxpayer can be simul- 
to = oe taxes. s was to consist 













ofa a statement of wealth and assets at the begin 
of the year and a statement of assets at the end 
the year; a statement of receipts from gifts, and- 1 
outlay on gifts; a statement regarding the receipt 
from the sale of assets and the purchase of assets 
and a statement of the borrowing and lending 
account, where all loans made were Eeer? or rep: 





return taxable income, ell gains, pb value, — 
net savings and gifts can all be computed. The 
personal expenditure of the individual can be com- 7 
puted as the difference between income and net 
savings. At the same time this computation would ` 
have to be fortified by a sworn statement by the ` ` 
taxpayer to the effect that to the best of his know- 
ledge and belief the balance agrees with his gross 
personal expenditure during the year. (I cannot go ` 
into details as to how chargeable expenditure was to — | 
be defined - it is not of course the same thing as | 
gross personal expenditure but is derived from the — 
latter after a nmuber of adjustments and deductions) E 


Experience in India E 
In the special circumstances of India, there appears SC 
to be a large amount of straightforward tax evasion; 
something which I do not believe exists in this ` ` 
country, though none of us know for certain because | 
it is the nature of tax evasion that it is not. made | 
public. However, there is a strong suspicion at least — 7 
that in India it is very widespread and I suggested, — 
as one way of checking it, a control system by means | 
of code numbers and tax slips. (Something. of this 
kind already exists in Sweden, I believe.) These tax _ 
slips are nothing else but certified vouchers given _ 
by the recipient of cash whoever he may be (the 
borrower in the case of a loan, the lender in the case 
of a debt repayment, a seller of capital assets of all | 
kinds, etc.) and which were to be statutory for par- ` 
ticular classes of payment, broadly of capital trans- | D 
actions. Son 
I suggested that every potential taxpayer should QU 
have a code number for tax purposes, and the — 
system of code numbers was to be similar to. the ` : 
national registration numbers of the last y . 
the successive numbers or letters indic: 
district, the tax office and finally the 
file of the taxpayer in the particular tax offic | 
code numbers both of the person who received. thi 
cash and the. person who handed over the cash mu: 
be stated on the voucher. The voucher was to 
handed over by the recipient of cash to. the o 
party in three copies which were to be. 
the tax office. It would be in the taxp: 
to have these vouchers thus certi 
claim exemption from liabilit 
nection with the expenditur 
so much of the money to be accou 
out in transactions, such as the purchase 
assets which ken hot. attract tax. Two of t 




























whereas the tax office would me an pus eis. 







paye "s own return as regards receipts. Some such 
| of control would do a great deal to check 
asion in a country like India but I would not 














administration of these taxes (either of a capital gains 


~ Britain. 


1 | have no information at the moment how far these _ 


stration of these taxes, s as ; distinct from their irüpoei-. E 
| . tion, are to be followed. The Indian Government has. _ 
` file of vouchers to check the correctness of the tax- adopted the capital gains tax, the annual capital ` 
< tax and the expenditure tax; and the Finance Minister 

. has also announced in Parliament that he will intro- | 
. duce a gift tax in the next Budget. I would bechary, - 
however, in claiming too much credit for all these... 
. reforms because the actual taxes adopted (both as to 





wish to say that it is an essential part of the efficient ` 


tax, an expenditure tax or an annual property tax) | 3 
rotes) are so very different from what I originaly ae 








scope and definition, as well as to the schedule of ` 


recommended. 





Weekly Notes 


Balance of Payments in 1957 


CCORDING to the new White Paper 'United 
Kingdom Balance of Payments 1955 to 1957' 
(Cmnd. 399), the United Kingdom balance of pay- 
ments in the second half of the year showed a surplus 
on current account of £122 million compared with 
^ £98 million in the second half of 1956. For the whole 
of 1957 the balance of payments current account 
showed a surplus of £237 million compared with £266 
million in 1956 but the figure for last year is provisional 
and may be substantially revised as time goes on. 
Over the year as a whole there was an improvement 
in invisible income but this was outweighed by the 
increase in the visible trade deficit. Nevertheless, the 
current balance for last year was one of the largest 
recorded since the war. The good result was partly 
` brought about by a postponement of interest due on 
the North American loans. The improvement in the 
terms of trade also favourably affected exports and 
E SE 


"The position on the capital account is somewhat 
n. ` complex but the net balance of current transactions . 


id long-term investment comes out at £48 million 
mpared with {35 million in 1956. This figure is 
tained by subtracting the long-term investment 






^ "transactions from the current balance. These Jong 






= term transactions came to {1189 million last year com- 


.— and this was carried through at a time of increased ` 
credit restriction in this country, The balance of pay~- have a serious effect on the Chanc 
ents situation for the Sterling Area as a whole was `" 
T .satisfactory condition even although the ` 
was under strong speculative pressure ` — : | 
TOROVISIONS in ‘the articles of private com- 
A panies designed to prevent strangers from becom- 
ing See often a give rise 

















pound it: 
in the hird quarter of last year. The increase i 
Bank rate in September had: the effect of ending th 
outflow of hot t moniy from London and reversing th 






pared with £231 million in 1956. Thus the flow of Chancellor of the Exchequer has been able to rely 


x ` private capital to the Colonies was maintained at a 

` level not significantly lower than in the previous year, _ 

. . is not likely to be reduced significantly. and this may 
llor? 









flow. It is exceedingly difficult to say from the balance ` 
of payments statistics how this flow made its impact — 
in each direction on the balance of payments. By the 
end of the year the reserves had fallen by only £38 
million and much of the critical movement of funds 
some months earlier is thus not recorded in the year- 
end figures. One of the lessons of 1957 is, however, ` 
that it is possible to have a sound balance of pay- . 
ments position and a crisis of confidence in sterling. 


Fiscal Returns for 1957-58 


HE overall fiscal deficit for the year 1957-58 .— 
published last week, worked out at £212 million ` 
compared with an estimated deficit of £126 million = 
and an actual deficit in 1956-57 of £331 million. ` ` 
Revenue for the year was buoyant. It finished at ` 
£5; 343 million which was rather better than the: 
estimate and the actual outcome for the previous _ 
year. All sources of revenue shared in the increase — 
except broadcasting receiving licences and miscel- 
laneous revenue. On the other hand, ordinary 
expenditure increased from £4,868 million to £4,920 
million. A number of the supply departments were 
unable to keep spending within the original estimate. 
It is in the capital account, however, that the — 


estimates have been particularly difficult to realize. 
. Loans to nationalized industries went considerably 


beyond expectation while local authorities were able 
to reduce their requirements by a small amount. E 

The new fiscal year may be the first one since the 
war when inflation has not been seriously at work on __ 
the price level. If this should be so, it is not likely 
that revenue will be mere buoy ant than the Budget 
estimates will forecast. Usually in recent years the 










on a windfall gain on the revenue side due to ve 
buoyant tax receipts. On the other hand, expenditure 


for tax cuts when the. Budget is announced 


Compulsory Pre-emption of Shares 









-difficult Huestone € of 




















case. decided by Mr Justice 
d (as reported in the Financial 
), the article in question was very 


Every member who intends to transfer shares shall 
nform the directors who will take the said shares 
equally between them at a fair value.’ 

e company in question was Field-Davies, builders; 
and Mr Frank L. Raymond, a former director, 
ought proceedings against the three remaining 
lirectors to have the fair value placed on 725 £1 
hares held by him in the company and for an order 
equiring the defendants to purchase his holding at 
hat value. The defendants had been unwilling to 


et 





or not. His lordship, in a reserved judgment, said the 
«word ‘shall’ in the context clearly imported com- 
_ pulsion and obligation, while the word ‘will’ indicated 
| resultant prospective eventuality in which the 
member had to sell his shares and the directors had 
to buy them, each being under an obligation. He 
ordered inquiries as to the fair value but directed 
hat these were not to proceed, pending a possible 
appeal. The defendants were ordered to pay the costs 
"down to the date of the judgment. 








— Economic Survey of Europe 
N economic survey of Europe has been prepared 
Aby the Economic Commission for Europe. It 
says that Western Europe faces the prospect of 
_ growing economic difficulties in 1958. The prospect 
_ this year of a rate of industrial expansion similar to 
v that achieved between 1953 and 1955 is small if 
|» present trends and policies continue. The rate of 
growth in 1957 was below that of 1955 for the second 
. year in succession. 
_ The survey is preoccupied with the weakening of 
_ the boom rather than the continuance of inflation, and 
it suggests that the three major industrial countries, 
e United Kingdom, France and West Germany, 
likely to accentuate the tendency towards 
| was becoming apparent in the 
year. The report is therefore on 
nsionists' and is clearly concerned 
measures go too far. There is also 
nion of its authors, for increased 
u rnational trade and here again there 
is a fear that the United States will push deflationary 
measures so far that they will have a cumulative effect 
| the economy of Western Europe, which will get 
of control. 





























East Europe the survey considers that the 
nic situation was better than had been expected. 
rvests, foreign credits and large imports of 
resulted in higher industrial output than 
| planned. The main brake on industrial 


























^. Share Fraud Charge ` 
IVE men were charged at Bow Street C 

April 2nd with conspiracy to defraud an 
remanded on bail until June 3rd. The fn 
were arrested the previous day on warrants 
by the Chief Metropolitan Magistrate, are Er 
James Limpkin, aged 38, journalist, of Church Roa 
Purley, Surrey; Arthur John Whitehead, 
company director, of Abbey Lodge, Hanov 
Regent’s Park, NW; Leonard Charles Cole, age 





54, stockbroker, of London Road, Wickford, Essex; ` — 


Edwin John Hill, aged 54, investment manager, of ` 
Fitzjames Avenue, West Kensington; and Cecil = 
Stanley Barnett, aged 53, financial journalist, of ` ` 


Kenton Road, Kenton, Middlesex. ` ` mr y 
On April 3rd, 1958, a sixth man was charged: 


Frank Hay Livingstone Mackinnon, aged 41, com-  __ 
pany director, of Elmcroft, Church Road, Great ` ` 


Bookham, Surrey. I m 
They are charged with: Between May 1st 1957 and 


August 31st, 1957, at 28 Berkeley Square, Mayfair, ` 
unlawfully conspiring together and with Boundia  . 
Securities Ltd and Whitehead Industrial Trust Ltd, __ 
and with other persons unknown, to cheat and 


defraud such persons as might be induced to purchase ` __ 
the shares of Tati Goldfields Ltd and Sage Oil Co 
(The Times, April 3rd and sth, 1958). P DE E 


Commodities on the Turn? 


D the last week or two the price of copper in world Ss e 


markets has increased by about 10 per cent and has 
taken with it to some extent the price of lead and zinc. 
Many people have been watching the price of copper ` 
as an indicator of the general trend of commodity ` 


prices and the prospects for a recovery in the ` 
American economy. Instead of an answer they have ` 

been given another conundrum, for the price of . 
copper has improved while the American recession ` 


has, if anything, slightly worsened. The answer is ` ` 
that the recovery in copper is to some extent specu- — 





lative, having risen in anticipation of the imposition — 


of a United States tariff in the summer, = 
Elsewhere the price pattern in commodities i 
extremely complex. Grain markets have been firn 
because stocks have been run down durir 
winter. Wool prices have been firm at 


better than the lowest reached in recent years. Cc 
prices have eased and the better performance of 


* 


prices is based more on production than on dem 





factors. Rubber has looked better this week thanks to 
Russian buying, but there is no underlying firmness 
in the market. "e 
It may be possible to say that although thi 

not getting better they have stopped becon 
The impression is growing that most. 
are bumping along the bottom and that a signific 
slide to new low levels is not likely to occur. ‘Those 
who say that no significant improvement can 





to world commodity prices in general until 


American recovery is sighted, have yet to be proved : 


wrong. ` 























d circumstances. Under the present - d 





-o for more ian. four Pela, even though the tenant ` 
mar have nowhere to go. Under the proposed 


| . change- ~ which would be temporary — the Court Wi. othese. families would be concentrated in a few areas, _ 





have power to grant a longer delay if the tenant 


^. satisfies it on three matters: that the tenant has done ` 


- his best to reach agreement with the landlord and has 


failed; that he has made every reasonable effort to. 


us obtain. other accommodation and failed; and that 








which freight n not have a their i the prop pro 
by October seemed likely to be small. Howe 


and the greater part of them were likely to be elderly : 


. people with limited means. The new measure would _ 


not delay the increase in rent, it would only postpone uc 
eviction. e 





Finance and Commerce 


conie Facts 
"HIS week's reprint gives the accounts of Harrods 
: Ltd, a name which, says Sir Richard Burbidge, 
“the: chairman, ‘ is known and honoured all over the 
world earning a goodwill which is unique and price- 
less, and which should be preserved at all costs’. 
His context is the take-over bid rumours which 
-were around last year at about the time of the 
| successful Fraser bid for John Barker. 
` Sir Richard says a take-over bid can be made so 
| attractive on paper that many stockholders might be 
“tempted to exchange the substance for the shadow. 
For this reason, he gives them 'the facts' of the 
| company’ s position. 
The present book value of the assets attributable 
to the ordinary stockholders, he points out, is 
: £10, 59,962. “but the real value is of course much 
. more. Partly that shareholders might have some 
-. guidance to this value, Messrs Hillier, Parker, May & 


_ Rowden were instructed to value the properties on - 
^ the basis that each property be regarded as in the. 


|. market with vacant possession at date of valuation ~ 
. end 1957. 
T 










s £20,382,500, a surplus of {10 million over the 














idiaries. - 






tained as a note. to „future. balance. sheets. 


alue inary stockholders’ assets is at least 
Di or £5 per £1 unit without taking into ` 


Se fixed assets oth t-life k 
si leration the Ge of Harrods or its sub- PIX assets other than short-life loos 


| GE 8, the bala 
The new y valuation, it will be noted, has not been £500,108, as compared with: the bala 


Ge chairman, Si 
hould not be lost from sight but should, we suggest, "E gece (ez Norma: 







part to delay in rendering customers’ accounts owing. 
to staff absences during the influenza epidemic. _ 
Readers will probably have met other instances of _ 
the accounting effects of the flu while on their _ 
audits. It goes to show what a vital part the accounts D 
department has in business. UE 

This year, the directors have left out the substantial D 
grant which it has been the practice to make to staff _ 
pension funds in addition to ordinary subscriptions, 
to raise the level of pensions. It seems reasonably 
certain, says Sir Richard, that the National Scheme _ 
will be recast in the near future, and that increased _ 
contributions will be payable both by employees _ 
and employers. Until it is known what their commit- GC 
ments will be under any new National Scheme, itis 
thought better, he says, not to make any further _ 
improvement to the basis of their own private funds. 

The annual publication includes an artist's impres- 
sion of the new Harrods building in Birmingham and  . 
an aerial view of the site: Corporation Street, Bull —— 


‘Street, Temple Row and Cherry Street. A £3} million e 


contract has been placed and the new store should _ 


be completed by Ze 


The Sesilting figures for building, lands and plant ` 
E Heston Aircraft 
ook figures. There is also a considerable surplus, 
ir Richard continues, in the book value of fixtures 


: : and rolling stock so that it is safe to say the present | Engineers, Ltd. The directors instructed Messrs 


| Henry Butcher & Co to carry out a valuation 





NOTHER company which has had an asse 
Arevaluation is Heston Aircraft and Associate 












The valuers reported a going concern 














of £264,478. It is not proposed 
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(Capita Authorised and Issued - 





oper cent) .. aS 
TAE Stock Gef 






EE Capital NEM l 
IZ - Share Premium Account = $a 











Revenue Reserves 
General Reserve ` ., es Si 
uildings Reserve .. Sé .. 31,500,000 
Contingencies Reserve : 
Replacement of Assets Reserve 
rofit Carried Forward . 








130470080 13,465,132. 
eon Banking Department e 
1,520,608 Customers" Balances 1,518,766 
Other Liabilities and Provisions ` 
775,873... Creditors and Accrued Liabilities .. 1,672,322 
634,042 Taxation Accrued .. 708,958 
S007 0s c. Provision for Deferred Repairs and 
$38,712 “Renewals .. 88,058 
EEN “Provision for Non-Contributory 
| 132,085 Pensions . 141,699 
373,750 Proposed Final Net Dividends 373,750 
3,070,063 2,984,787 
( £17,637,674 £17,968,685 


Cumulative: Preference: Stock C EE E 












3743124. 
656,018... 






| a 
| 51,000 


2,802,192 


2,458,980 
343,212 


3,204,738 
642,437 
3,847,175 


3,697,175 
2,700 


2,600,754 
3,006,850 
497,387 


478,664 
6,583,655 





£17,637,674 


ARA ii AER Re 





"i ei Amount written eff. 


at costo , 
less-—Amount written ‘off 


Interests in Subsidiary Companies 
Shares at cost 
Advances (including proposed net 
dividends) ge 


Less Advances from Subsidiaries 


Trade Investment, at cost . SN 
Current Assets 
Stock-in-Trade (as certified by Man- 
aging Director}. .. 
Debtors and Unexpired Payments, 
less Provision ; 
Investments in British Government 
Securities, ac cost 
(Market value at 31st ‘January, 
1958, £397,374 
Bank Balances and Cok in Hand . 


RICHARD BURBIDGE, 
H. ACTON, 


| “Leasehiold landa ind j Buildings. at cos S 


Fittings, Plant did ‘Rolling | ‘Stock, P 





3,204,738 
781,868 


-3,286,606 
























aerae haikea 


2,585,686 
3,485,636 
437,387 


437,099 - 





\ Directors. 


` 3515606 — 


270 





£17,968,685 





£ issued Capital of Harrods Ltd £ 

ee Cumulative res Stock ei 
4,000,000 ' per cent} +a * DR 4,000,000 
4,000,000 . Ordinary Stock m ae .. 4,000,000 





Capital Reserves 













1,065,872 are Premium Account .. .. 1065,872 
292,976 Other ee Reserves... . — 318,223 
1388448 ` 
SHIRE | Revenue Nerve: 
| Genera Reserves .. Gs .. 1,300,000 
105. Buildings Reserves .. T «. . 1,530,000 
Contingencies Reserves .. .. 1,268,964 


Replacement of Assets Reserve .. 
"refte Carried Forward - .. $676,903 





pital. held. eutside the Group : 
re erence Capital .. 


oe Stock â 392.227 





l ig PNE ~ Other Liabilities and Provisions 
$ 2,597, ise 








EP “Creditors and Accrued. Liabilities =. 2,292,461 

eee RT 532 5 Taxation Accrued `. 355,372 
jx - Provision for Deferred. Repairs and 
Se Provision for. N needing 






Pensions | rx 
Fi al Net Dividend 








ES GE EF 


1,384,095 


4,775,867 ` 
4,155,002 fF 
E me ~ 
“| 3,555,731 
TN 572,383. : 
6222 | l 


1,518,766 | 












Lost Pad 
8,143,814 


2,033.487 
212,421 


KEN 


1,821,066 


4,478,203 
3,540,060 


2,700 


638,154 — 
COLMRET o ` 


T Current A "au 
- Stocks-in-Trade i certified tyr Man- 





4,406,745. 


568,125 
1,184,543 


10,287,527 





.HARRODS LIMITED and SUBSIDIARY COMPANIES 
CONSOLIDATED BALANCE SHEET AT 3ist JANUARY 1958 


Fixed Assets 
Freehold Land and Buildings, at cost 


Leasehold Land and Buildings, at cost 
Less-—Amount written off ^. ; 


Fittings, Plant and Rolling Stock, at 
cost es 
Less—Amount written off 


Trade Investment, at cost . 5 

Premiums at which Shares in Sub- 
sidiaries are held, less Reserves 
at acquisition m s ge 


aging Directors) — 
Debtors and. ‘Unexpired Payments, 
less: Provisions ` se 
Investments in British Government 
Securities, at cost 
(Market value at 3lst January, 
1958, £466,421) - 
Treasury Bills 
Bank Balarices and Cash i in Hand | 





RICHARD BURBIDGE r 
H. ACTON, 


2,142,688 


E 





4,612,523 
3,701,235 





4,245,819 
4,099,095 
572,383 


196,808 
1,220,184 





r x 
8314555 — 


1,917,070 
















11,783,767" 




















mpany earns and, of course, 
unt of dividend which such profits produce.’ 
admits t at many of the fixed assets in the 
ce sheet are shown at considerably less than 
je value; that it would be possible to have a 
on. But, he says, there are certain very valid 
jections to that course: one immediate result of 
sing the value of assets is that annually they 
ave to find a considerably higher amount for 
preciation or amortization. 
There is also the possibility, he continues, that 
i the future the value of many things may be lower 
‘than they are today, and if that happened another 
revaluation would certainly be necessary and possibly 
a loss would have to be written off. 


Pp. & o. Selt Insurance 

FT^HIS year's accounts of the Peninsular & Oriental 
Steam Navigation Company remove the little 
snag that tripped us last year when the P. & O. 
acci ounts formed the subject for the reprint. In 
arriving at the group surplus for the year to Sep- 
zember 30th, 1957, the directors have transferred 
deseo as compared with {£219,573 to “marine 


.CITY NOTES 


J HE marked strength that the stock exchange 
L showed before the Easter holiday has not been 
lly maintained and with the Budget due next 
ues day, the last day of a three-week account, the 
market has been relatively quiet. 
The various Government White Papers which 
traditionally lead up to the Budget itself, the Revenue 
figures and the March gold and dollar reserve 
: position have all helped to make for a firm undertone 
market conditions and have materially assisted the 
it-edged section. 
‘There the opinion is widely held that a further 
duction in Bank rate is now merely a matter of 
ng. Whether such a view is justified, the Budget 
ly show. It would seem that the Chan- 
ittle to give away apart from some slight 
eptember’s credit restrictions, 
the market is prepared to look in 
er than towards the coming test 
| wages policy. 
trial news, so far as profits and 
cerned, continues satisfactory 
companies announce impressive 
gures, but there are many small concerns 
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showing reduced profits and lower distributions. - 


companies are predominantly in the textile 

and particularly in rayon and cotton where 
all concerns find it impossible to compete 

flow of imported duty-free Asian goods. 


nical industry with both LCL and 
dicating that higher costs are being held 
ater. nd: more efficient production. 


st impressive. earnings figures have e 


IE ko e 





SE accounts". "ad. year, the transfer. dm 
to ‘internal marine insurance accounts’ — ~and we put ee 
a wrong construction on ‘internal’. » gh : m 
Reserves in the company's balance? ‘sheets 
shown under the two heads of ‘Capital’ an and "Be 
the element of marine insurance becor 
in the notes and schedules where 
of reserves shows “Transfers to Marine 
accounts less claims, and other movem ent 
Much of what would normally, with ot 
panies, be given in the form of a ‘chairman’s r 
is with P. & O. styled ‘Appendix to the directors 





report’. The appendix deals largely with the shipping 
side of the business —freights, passenger services, 
— but there is 
one point under 'Air services' that is worth noting: ` 
the 'substantial increase in the export of livestock ` ` 


conditions on the various routes, etc. + 


on the Silver City services. 


There is here an indication of the revolution taking oe 
place in cross-Channel traffic, carriage by air increas- ——— 
ing in volume year by year, Air Kruise, another ` 
P. & O. subsidiary, based on Lydd, and operating in —— — 
conjunction with organizers of continental. coach — 
tours, carried over 100,000 pasoa in 1 the "yn of | 


the accounts. 


RATES AND PRICES ; 
Closing prices, Wednesday, April gth, ml 







Bank Rate 
Sept. 17, 1953 34% Feb. 16, 1956 : az E 
May 13, 1954 3%  Feb.7,1957 e 
Jan. 27, 1955 34% Sept 19,1957. — 7% 
Feb. 24, 1955 44% Mar. 20, 1958 6% 
Treasury Bils = — ee s | 
Jan. 31 £6 2s 6:50d?, — Mar. 7 fee os os, WT 
Feb. 7 £6 15 3:20d% Mar. TE {6 os 659d% 
Feb. 14 £6 os 10°56d% Mar. 21 £5 11s 1524/5. 
Feb. 21 £5 198 5/5247, Mar. 28 SEH 1017 64d% — 
Feb. 28 £6 0s 3°28d% — Apr. 3 es 8:6 pon. E 
Money Rates Rs D 
Day to day 44-53% Bank Bills m 
7 days 43-54% ` 2 months =s% 
Hh ine Trade Bills 3 months m e 
3 months 63-7 % 4 months 
4 months 61-7 % E months 
6 months 6-7 95 oos 
Foreign Re "n 
New York 2:81 MA Frankfurt 
Montreal 273 t-t Milan 
Amsterdam 10:621-.63 Oslo 
Brussels 139728-4 Paris 
Copenhagen ` 19°35} -4 Zurich 
Gilt-edged 
Consols 24% sit Funding4 
Consols 4% 74d Savings zÄ 
War Loan 34% 67% Savings 3° 
- Conversion. ib " 65144 Savings 37. 
Conversion 34° 5, 1969 8 5i ` Savings 3% 
Exchq'r s4% 1966 oof} Treasury 28% ` 
Funding 3% 66-68 "Sa L "Treasury 34% | 77 : 
Funding 3% 59-69 8o'x.d. Treasury 34% 79-81. 








"und Ane 99-04 70b. "imet ^. um. 














coo os February 6th, 1958. 
_ (Before Mr Justice Urjonn) 










state duty - Inter vivos gift — Insurance policy — 


2 - Finance Act, 1894, Section 2 (1) (c). 


.. In 1932 the deceased took out an endowment 
policy, which was payable on his death or on his sur- 
. wiving till September 29th, 1947. The sum assured 
was [5,000 and the annual premium was £378 10s od. 
_ In 1942 the deceased charged the policy to a bank to 
Secure his overdraft, but from September 26th, 1944; 


< there was no overdraft, though the charge to the bank 


. remained. ` 

-The deceased felt himself to be under an obligation 
— to his sister, who was bringing up a child of his, and 
. in 1946 the deceased stated verbally to his sister that 
. he wished to give the policy to her; and that he was 

.. arranging for the money to be paid to her account at 
the same bank. On January 16th, 1947, the deceased 
_ communicated with the bank, and an officer of the 














is success — and perhaps their tips 










P S SC accordance with the practice of the bank, and th 
Mone OCH 

~ charged to bank — No debt due to bank — Intention to give 
: policy to a donee — Whether policy was assigned — Cus- 
~ toms and Inland Revenue Act, 1881, Section 38 (2) (a) 


CG T bank recorded that the deceased ‘is sending us 


Sm, - Much aggrieved by the seeming inequity of an 
sessment for {100 in respect of tips, my barber lost 
aiting on H.M. Inspector personally. — 
ner more obsequious than usual he ` 
that ‘all the gentry are not as generous as you, _ 
- they don’t all give me half a crown ^ — 
ers evince a keen interest in the € 


er, because it is always reassuring to — 
-that the Revenue is really human! - ise 


R. L. TAYLOR. - m 








officer, whom the deceased saw or telephoned to on - 


. January 16th, 1947, had since died. At the maturity ` 


of the policy on September 29th, 1947, the bank gave - 
a discharge to the assurance company, and in the 
following month received the policy money, which | 
was paid into the deceased's sister's account, and 
did not pass through the deceased's account. The 
deceased died on February 3rd, 1952. m 

The Inland Revenue contended that there was no - 
completed gift by the deceased to his sister until the - 


` proceeds of the policy had been received in October - 
1947, and had been paid into her account, and that - 


therefore there had been a gift inter vivos within five - 
years of the deceased's death. It was contended on - 
behalf of the plaintiff that the policy had been 
effectively transferred to the sister at some time prior ` 
to February 3rd, 1947. - s 

Held, that, on the information available, the proper ` 
inference was that there had been no assignment of - 
the deceased's interest in the policy, and that the - 
verbal gift to his sister was not completed until she _ 
received the policy money in October 1947. vo 
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THE INSTITUTE OF CHARTERED ` ` 
ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


' At special and ordinary meetings of the Council held 
. on Wednesday, April 2nd, 1958. at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 


Mr W. H. Lawson, C.B.E,, President, in the chair; Mr 


' W. L. Barrows, Vice-President; Messrs J. ' Ainsworth, M.B.E., 


H. Garton Ash, o.B.E., M.C., E. Baldry, C. Percy Barrowcliff, 
J. H. Bell, H. A. Benson, C.B.E., ]. Blakey, W. G. Campbell, 
P. F. Carpenter, W. S. Carrington, D. A. Clarke, J, Clayton, 
C. Croxton-Smith, W. G. Dengem, A. S. H. PIEM p 
W. W. Fea, Sir Harold Gillett, M.c., Messrs J. Godfrey, 
P. F. Granger, L. C. Hawkins, J. S. Heaton, D. V. House, 
P. D. Irons, H. O. Johnson, Hed, Layton, M.S.M., R. B. 
Leech, M.B.E., T.D, R. McNeil, J. H. Mann, M.B.E., 
Bertram Nelson, c.B.E., W., E. Parker, c.B.g., S. J. Pears, 
C. U. Peat, M.c., F. E. Price, P. V. Roberts, L. W. Robson, 
Sir Thomas Robson, M.B.E., Messrs G. F. Saunders, K. G. 


' Shuttleworth, J. E. Talbot, E. D. Taylor, G. L. C. Touche, 


A. D. Walker, V. Walton, M. Wheatley Jones, E. F. G. 
Whinney, J. C. Montgomery Willams, R. P. Winter, M.C., 
T.D., Sir Richard Yeabsley, C.B.E., with the Secretary and 


| Assistant Secretaries. 


Welcome to New Member 
The President welcomed Mr S. Dixon, M.A., A.C.A., 
who was attending for the first time as a member of the 


! Council. Mr Dixon briefly replied. 


Election to the Council 
Mr George Thomas Everard Chamberlain, F.c.a., 


. Leicester, was elected a member of the Council to fill 
' the vacancy caused by the resignation of Mr Eric 
, Carpendale Corton, F.C.A. 


Appointment to Committee 
Mr S. Dixon was appointed to serve on the Non- 
practising Members' Consultative Committee. 


Admissions to Membership under the 
Scheme of Integration 

The Council acceded to applications from 824 members 
of the Society of Incorporated Accountants for admis- 
sion to membership of the Institute pursuant to the 
Scheme of Integration referred to in clause 34 of the 
supplemental Charter. All the new members have been 
notified. The total number of members now admitted 
under the scheme is 9,346. 


Re-admission 
One application for re-admission to membership was 
refused. 


Exemption from the Preliminary Examination 
One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 


Exemption from the Intermediate Examination 
One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to. 


Reduction in Period of Service under Articles 
One application under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 


Examination Fees 
The following increased examination entrance fees will 
come into operation commencing with the November 
1958 examinations: 


Institute Final examination .. 47 75 od 
Society Intermediate examination .. £5 5s od 
Fee for Exemption from Preliminary 


Examination 


From July rst, 1958, the fee for exemption from the 
Preliminary examination under bye-law 78 will be 
increased to three guineas. 


Clients’ Moneys 


In answer to questions which have been asked as to the 
procedure which should be followed by practising 
members of the Institute in dealing with moneys 
received or held by them on behalf of clients, the 
Council makes the following statement: 

‘(a) A separate bank account or separate bank accounts 
should be kept for all clients’ moneys and into it or 
them all moneys received (other than moneys which 
are immediately passed over to the client concerned 
or disposed of in accordance with his instructions) in 
connection with the member’s practice but not 
belonging to him should be paid immediately after 

receipt. 

*(b) 1f the moneys received are trust moneys they should 
be paid into a separate bank account for the trust 
concerned except that where the size of a particular 
trust does not warrant the maintenance of a separate 
banking account, the moneys should be paid into one 
of the bank accounts kept for clients’ moneys. 

‘(c) An account maintained for clients’ money or as a 
separate account for a trust should be so named or 
identified. 

"(di Appropriate notice of the nature of the accounts 
should be given to the bank concerned. Legal advice 
has been received to the effect that if this is done no 
question of the bank's right of set-off against the 
member's other accounts nor any question of seques- 
tration by a trustee in bankruptcy would arise, 

"Lei Any payment to or for a client in excess of the balance, 
1f any, at his credit in the clients! bank account should 
not be paid out of that account.’ 


Annual Report and Accounts for 1957 


The annual report of the Council and the accounts of 
the Institute for the year 1957 were approved for issue 
to members of the Institute. 


Certificates of Practice 


The Council received notice that the following 

associates have commenced to practise: 

Baker, ‘Thomas Arthur; A.C.A., 1958; (S. 1952); (William- 

` son, Hampton & De La Wyche), 28 Kennedy Street, 
Manchester, 2. 

Bramall, Bertram; A.C.A., 1958; (S. 1927); (Davies & 
Crane), Hoghton Chambers, Hoghton Street, Southport. 

Denman, Michael James; A.C.A., 1955; (H. W. Denman & 
Co), Castle Gate Chambers, Castle Gate, Nottingham. 

Harris, Malcolm Walter; A.C.A., 1955; (D. A. Tomlinson & 
Co), Silver Street, Dursley, Glos, and at Cheltenham. 
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Hodgson, Peter Robinson; A.C.A., 1952; 55 Ashbrook Road, 
Old Windsor, Berkshire. 

Holman, Keith Squire; A.C.A., 1955; (Holman, Pryke & 
Co), 30 Finsbury Square, Moorgate, London, ECa. 

Hudson, Eric; A.C.A., 1958; (S. 1949); (Eric Hudson & Co), 
Norwich Union House, 17-19 Albert Road, Middles- 
brough. 

Jury, Laurence Guy; A.C.A., 1950; (Bourner, Bullock & 
ub aT regarne Terrace, St Austell, Cornwall. 

nald Henry; A.C.A., 1958; (S. 1939); (Spain 

"Ren & Co), 1 Old Burlington Street, London, W1, 
and at Sutton. 

Lawrence, Peter; A.C.A., 1956; (TSpain Brothers, McNab & 
wd I4 St John's Road, Tunbridge Wells, and at 'T'on- 


ridge. 

Lemon, Harvey; A.C.A., 1958; (S. 1956); (Harvey Lemon 
& Co), 1 pon Y Lane, Hendon, London, NW4. 

Livesey, Arth AGA, 1951; Journal Office Building, 
Winter Hey ae Horwich, Bolton. 

Macdonald, Colin Alick; A.C.A., 1957; (A. Macdonald & 
Co), 21 Parliament Street, Hull. 

Mankelow, William Charles; A.C.A., 1953; 13 Alexandra 
Road, Headington, Oxford. 

O’Shea, Denis; A.C.A., 1958; (S. 1955); (Alfred S. John & 
Co), 29 Gelliwastad Road, and Town Hall Chambers, 
Pontypridd. 

Palmer, John Frederick; A.C.A., 1958; (S. 1941); (B. de V. 
Hardcastle, Burton & Co. d Coventry House, South Place 
London, EC2, and at Birchington. 

Rickman, Leonard; A.C.A., 1958; (L. Rickman & Co), 85 
Amhurst Park, Stamford Hill, London, N16. 

Scott, (Miss) Beatrice Lewis; A CA, 1947; 73 Home Park 
Road, London, SW19. 

Shaw, Peter Latimer; A.C.A., 1948; (TBishop, Fleming & 
Co), 19 Southernhay East, Exeter, and at Dartmouth, 
Paignton and Torquay. 

Shiach, Gordon; A.C.A. 1958; (S. 1944); (Duthie & Son), 
4. Victoria Place, Carlisle. 

Smith, John Roberts; A.C.A., 1958; (S. 1936); . S. 

: Bradford & Co), Manfield House, 376-379 Strand, 
London, WCa. 

Smith, John Walton; A.C.A., 1958; e 19525 (Bowker, 
Stevens & Co), 57A Greengate Stree Siret 

Upshaw, Eric Lewis; A.C.A., 1958; (5. en. (Culley & 
Co), 5 Bank Plain, Norwich. 

Withey, Raymond Albert; A.C.A., 1958; (S. 1957); 
(Lawrence, Gardner & Co), 5 Unity Street, Bristol, 1 

Zeidman, Joseph Charles; A.C.A., 1956; (*Bundy & 

Zeidman), Central Chambers, Caerphill y, Glam. 


Election to Fellowship 

(a) Twenty-eight applications from associates for 
election to fellowship under clause 6 of the supple- 
mental Charter (bye-law 31) were acceded to. 

(b) One application from an associate for election to. 
fellowship under clauses 6 and 31 of the supplemental 
Charter (bye-law 31) was acceded to. 

(c) Thirty-two applications from associates for 
election to fellowship under clause 3 (5) of the Scheme 
of Integration referred to in clause 34 of the supple- 
mental Charter were acceded to. 


‘S’ means year of admission to membership of the Society. 


Firms not marked T or * are composed wholly of members ` 


of the Institute. 


T against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or the other of the three Institutes of chartered account- 
ants in Great Britain and Ireland. 

* against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 


April 12th, 1958 


A list of those who complete their fellowship before 
April 15th will appear in The Accountant of April 19th, 
1958. 

Admission as Associates 


It was resolved: 

(a) that seven applicants be admitted as associates 
under clause 5 of the supplemental Charter 
(bye-law 31); 

(b) that one applicant be admitted as an associate 
under clause 9 of the supplemental Charter (bye- 
law 36). 

A list of those who complete their membership before 
ds 15th will appear in The Accountant of April 19th, 
195 

Reduced Subscriptions: Bye-law 43 


The Council decided that the following statement be 
published as part of the proceedings of the Council: 


‘Bye-law 43 gives the Council discretionary power to 

uce to one guinea the annual subscription of a member 
who is not less than sixty years of age, has been a member 
for not less than thirty years and has retired from practice 
and other business activities; and the bye-law gives the 
Council further discretionary power so to reduce the 
subscription notwithstanding that the member has not 
complied with these conditions. Under this bye-law it is 
the practice of the Council to reduce the subscription of 
any member who is a minister of religion or is training at 
a theological college. The Council has now decided that 
an application will normally be allowed for any woman 
member who is married and is not engaged in any business 
activities or employment. The Council will recognize 
& period of membership of tbe Society of Incorporated 
Accountants as membership of the Institute for the 


purpose of bye-law 43.' 
Registration of Articles 


The Secretary reported the registration of articles of 
clerkship as follows: 


I958 1957 
March  .. .. 238 82 
January to March 696 379 


Changes of Name 


The Secretary reported that the following changes of 


name had been made in the Institute's records: 


David Cohen to David Conway. 
Leslie Jacobs to Leslie Ashton Palmes. 
Kingsley Wecramanthri to 
Michael Kingsley Weeramanthri. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 
Mr John Henry Allen, F.c.a., Abingdon. 
» Donald Harry Bates, J.P., F.c.a., Hanley. 
» William Ewart Burnley, B.A., A.C.A., Yeovil. 
» Frederick Redvers Butterfield, a.c.a., Halifax. 
» Charles Edward Harrison Ferguson, C.M.G., M.C., 
F.8.A.A., Hobart, Tasmania. 
» George Ernest Harvey, F.c.A., Birmingham. 
» Francis Walford Higgison, F.C.A., Burnham-on-Sea. 
» Charles Philip Huard, A.c.4., Bromley, Kent. 
» Edward Kenneth Locking, F.c.a., Hull. 
» Alexander McConnell, a.c.a., Tynemouth. 
» William Sleightholm Robinson, F.C.A., Scarborough. 
» Guy Evelyn Rolt, r.c.4., London. 
„ Cecil Ernest Borlase Macfarlane Smith, F.C.A., 
Plymouth. 
Ernest Tate, A.C.A., Newcastle upon Tyne. 
Sir myday Arthur White, K.C.V.O., A.C.A., London. 
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FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 
hearing held on March 5th, 1958, following adjournments on August 7th, 1957, and January 8th, 1958. 


A formal complaint was preferred by the Investigation . 


Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Sidney 
' Alexander Kleinberg, A.C.A., was at the General 
Sessions held in the Old Bailey on March rath, 1957, 
convicted on indictment on charges that he conspired 
with other persons to cheat and defraud such persons 
as might lend moneys or give credit to one or other of 
certain individuals and companies and for that he 
aided and abetted a director of one such company 
with intent to induce persons to advance moneys to 
that company, to make a balance sheet of that company 
which such director knew to be false in certain material 


. particulars; and for that he aided and abetted a director 
of another such company with intent to induce persons 
to advance moneys to that company, to make a balance 
sheet of that company which such director knew to be 
false in certain material particulars, so as to render 


. himself liable to exclusion or suspension from member- 


ship of the Institute. The Committee found that the 
formal complaint against Sidney Alexander Kleinberg, 
A.C.A., had been proved and the Committee ordered 
that Sidney Alexander Kleinberg, A.C.A., of Princes 
Park Avenue, Golders Green, London, NWir, be 
excluded from membership of the Institute. 


| . MEMBERS' LIBRARY | 
The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


“Agriculture: and Industry Relative Income; by J. R. 
Bellerby. 1956. (Macmillan, 30s 

An Introduction to.Company low by J. A. Hornby. 1957. 
(Hutchinson, 185.) 

Applying Financial Controls in Foreign. Operations. (Inter- 
national Management Association.) New York. 1957. 
(AAA, 425.) 

Auditing Manual; by F. panes. d Hn U.S.A. 1957. 
(Counting House Publishing Co, $2.65.) 

E Audit; a novel; by B. Marshall. 1958. (Constable, 

' I 

Canadian Master ‘Tax Guide. (Commerce Clearing House.) 
` Thirteenth edition. Toronto. 1958. (C.C.H., 28s.) 

The Challenge of E Shareholding; by G. Copeman. 
1958. (Business Publications, 185.) 

The Economics of Industrial Mana 
Rautensrauch and R. Villers. Second 
1957. (Funk & Wagnalls, 60s.) 

Encyclopedia of Accounting Systems; edited by R. I. 
Williams and L. Doris. Five Vols. Englewood CI, N.J. 
1956-57. (Prentice-Hall, 112s 6d. per vol.) 

Filing Systems; by E. A. Cope and C. R. Curtis. Fourth 
edition. 1957. e 125 6d.) 

Fleming's Tables . ind cent to 6 per cent; by J. 
Fleming: abridged dod J. Fleming, G. Biddell and 
W. Magee. 1956. (Hadden, Best, 21s.) 

Fieming’s Tables . . . from 6 per cent to 8 per cent; by J. 
Fleming: abridged edition by J. Fleming, G. Biddell and 
W. Magee. 1957. (Hadden, Best, 155.) 

Green's Death Duties; by G. M. Green. Fourth edition by 
C. D. Harding. 1958. (Butterworth, 952.) 

Halsbury’s Statutory Instruments: Vols. 1-24 (with loose- 
leaf service). (From Society Library.) 


ent; by W. 
tion. New York. 


Managers: a study of their careers in industry; by R. V. 


Clements. 1958. e Allen & Unwin, 20s.) 
. S. Sayers. Fourth edition. 1958. 


= 
Parish Councillor’s Guide; by H. W. Cauthery. Tenth 
edition. 1958. (Shaw, ros 6d.) 

Practical Financial Statement Analysis; by R. A. Foulke. 
Fourth edition. New York. 1957. (McGraw-Hill, 58s.) 
Practical Office Timesavers; by A. H. Gager. New York. 

1957. (McGraw-Hill, from Society Library.) 
The Principles of Executorship Accounts; Third edition; by 
EE. Wilson and K. S. Carmichael. 1957. (H.F.L., 


55.) 

Principles of South African Company Law; by E. Emmett 
and T. B. Barlow. Fourth edition by T. B. Barlow and 
M. D. Emmett. Cape Town. 1957. (Juta, 52s.) 

Reporting Financial Data to Top Management. (American 
Management Association.) New York. 1957. (A.M.A., 


. 425.) 

Road Book of England and Wales. (Automobile Association.) 
Fifth edition. 1957. (A.A., 20s. 

Road Book of Scotland. (Automobile Association.) 1953. 
(A.A., 125 6d.) 

Sales Forecasting: uses, techniques and trends. (American 
i eene Association.) New York. (c. 1957.) (A.M.A. 


Os.) 

The. Solicitors Act, 1957; by L. J. D. Bunker and P. J. 
Bunker. 1958. (Butterworth, 22s 6d.) 

Streamlining Business Procedures: by R. F. Neuschel. 
New York. 1950. (McGraw-Hill, sas 6d.) 

'The Substance of Economics; by H. A. Silverman. Four- 
teenth edition. 1957. (Pitman, 207.) 

Taxation of Companies; by G. C. Sharma. Delhi. 1957. 

. Supplement 1957. (Taxation, Haze and. Rss.) . . 


Kerr on the law of Fraud and Mistake; by W. W. Kerr: >The Theory of Inventory Management; by T. W. Whitin. 


Seventh edition by D. L. McDonnell and LG Monroe. 
I 952. (Sweet & Maeli, io ciety Library.) 
“The Law ‘of Income Tax; by E. M. Konstam. Twelfth 


edition. 1952. Cumulative supplement. 1958. (Stevens, 
gos and ros 6d.) 

The Legal Aspects of Business; by H. R. Light. Fifth 
edition. 1958. (Pitman, 16s. 

The £ s. d. of SE by C. Chisholm. 1957. (Phoenix 
House, 12s 6d.) 


Second edition. Princeton. 1957. (Princeton University 
Preas, 36s.) 

U.S. Master Tax Guide, 1958. (Commerce Clearing House.) 
. New York. 1957. (C.C.H., ass.) 

Williams’ law and practice in Bankruptcy; by Sir R. V. 
Williams and W. V. Williams. Seventeenth edition, by 
M. Hunter. 1958. (Stevens, 1265.) 

Your Business Matters; by F. A. J. Couldery, A.C.A., and 
A. J. G. Sheppard. 1958. (John Murray, 12s 6d.) 
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THE ASSOCIATION 
OF CERTIFIED & CORPORATE ACCOUNTANTS 
Extracts from the Report of the Council for 1957 


We reproduce below extracts from the report of the Council of The Association of 

Certified and Corporate Accountants for the year 1957. The annual general meeting 

of the Association will be held in the Queen Mary Hall, Y.W.C.A. Building, Great 
Russell Street, London, WC1, at 12 noon on Tuesday, April 29th, 1958. 


Membership 


During the year 383 new members were admitted to 
membership; 3 were re-admitted; and 69 associates were 
advanced to fellowship. The membership of the Association 
at the end of the year was 10,103, consisting of 2,345 
fellows and 7,758 associates. 


Students and Graduates 


The number of students and graduates (including articled 
clerks) on the register at December 31st, 1957, was 7,398. 
During 1957 there were 1,251 new registrations and 6,099 
renewals; 48 students were retained on the register while 
undergoing national service. 


Examinations 


The number of new applications to sit the Association’s 
examinations received during the year was 1,897 as com- 
pared with 1,962 in 1956. 

The number of candidates sitting for the June and 
December 1957 examinations totalled 3,843, of whom 
1,335 (35 per cent) passed. The corresponding figures for 
1956 were 3,694 and 1,143 (31 per cent). 


Examination Regulations 


The provisions of bye-law 41 relating to exemption from 
the Preliminary examination have been slightly amended. 
It is no longer necessary that one of the additional subjects 
taken at the G.C.E. and certain other examinations should 
be history or geography. In addition, the Council has, 
with reluctance, found it necessary to increase the annual 
registration fee for students and graduates from {1 1s od 
to £r 115 6d with effect from January 1st, 1958. 

The Council has also taken power to suspend for a 
limited period any of the provisions of the bye-laws, 
provided that such suspension is not contrary to, or incon- 
sistent with, the memorandum or articles of association. 
There is no intention - nor, indeed, any need —to make 
more than occasional use of this power, but minor varia- 
tions are sometimes desirable in order to deal equitably 
with applications from colonial and other students whose 
circumstances the bye-laws were not designed to meet. 
For example, the Council bas provisionally approved 
arrangements to enable such students to attend full-time 
courses at approved places of instruction for some part of 
their period of studentship. This is thought to lie strictly 
outside the scope of the existing bye-laws, but not to Ju 
(at present, at any rate) a permanent amendment thereo 
The new power will enable the posttion-to.he 


Branches and District Societies 


The Council is highly appreciative of the work of the 
officers of branches, district societies and students’ societies, 
and of those members who assist and support them in the 
activities which they arrange. 

It would be satisfactory to record that the same sense of 
appreciation was evident among members of the Associa- 
tion at . Unfortunately that cannot be said. On the 
contrary a arge number of members do not concern them- 


selves with their district society or their fellow members 
in any way and many interesting meetings arranged by 
local societies for members and students have been so 
rly supported as to reflect on the Association adversely. 
lcs nnot be too strongly emphasized that participation of 
members in district society affairs is important and worth- 
while, not only to the Association, but also to members 
individually in the many contacts which it brings. The 
Council hopes that those members to whom this criticism 
applies will lose no time in contacting their local secretary. 
During the year the York Centre was reconstituted as 
& district society. 
The Council offers its congratulations to the Sheffield 
District Society which attained its golden jubilee on 
January 12th, 1958. 


Luncheon Meetings 


The Association's third series of winter luncheon meetings 
at the: Connaught Rooms, Great Queen Street, WCa, 
opened on November 4th, 1957, when the guest speaker, 
Mr Robin Day, of Independent Television News, spoke 
about his television experiences. 

At the second meeting on January 2oth, 1958, Sir Henry 
Hancock, K.C.B., K.B.E., C.M.G., Chairman, Board of Inland 
Revenue, gave a talk on tax legislation entitled “Why is it 
all so complicated?’. 

The third meeting was held on March roth, 1928: 
The guest speaker on that occasion was Mr Harold E. 
Wincott, editor of The Investors’ Chronicle, whose subject 
was "Ihe City and the Stock Exchange in the light of 
recent events'. 


Seventh International Congress of Accountants 


The Seventh International Congress of Accountants was 
held in Amsterdam from September gth-13th, 1957, under 
the auspices of the Nederlands Instituut van Accountants 
and the Vereniging van Academisch Gevormde Account- 
ants. Some 1,700 accountants from forty countries, repre- 
senting no less than ro4 accountancy bodies, took part 
and were accompanied by about 1,200 ladies and other 
p ests. There were 325 representatives from the United 
om, together with 289 ladies, 

SC official delegates of the Association were the Presi- 
dent, the Vice-President, Lord Latham, Messrs A. Bundy, 
E A. Callaby, W. Macfarlane Gray, f. E. Harris, T. R. 
Powell, E. Spencer and W. E. Stepto, the Director and 
the Secretary. A number of other members of the Associa- 
tion attended as visitors, with their ladies. 

of the papers read at the con 
organization and-the. public accountant 
Mr J. E. Harris, B.COM., PACT | 


s on 'Business 
was prepared by 


U— 2 ma‘ 
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Research 
' The 'Technical Research Committee, its subscomimitiees 
and panels held 23 meetings during the year. | 


1 Reproduced in The Accountant, dated September 28th, 
1957. 
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As envisaged in the last report the Taxation Sub-Com- 
mittee completed its work on a new and com ite study 
entitled Residence and Income from Abroad, bet revised 
and replaced two practice handbooks which had Geier pub- 
lished prior to the Finance Act, 1956. The sub-committee 

produced a new study entitled Overseas Trade Cor- 
porations: the Provisions of the Finance Act, 1957. Work is 
now in progress on another practice handbook dealing 
with certuin aspects of back duty. 

‘The Management Accounting Sub-Committee com- 
pleted work on its third project entitled The Planning and 

easurement of Profit—A_ Technique of Management 
Accounting, and this was published in December 1957. 


Cheques Act, 1957 


The Cheques Áct received the Royal Assent on July 17th, 
1957, and came into operation on October 17th, 1957. Its 
principal effect is to obviste the need to endorse order 
cheques which are paid without negotiation into the account 
of the payee. In furtherance of this object, Section 3 of the 
Act provides that an unendorsed cheque which appears 
to have been paid by the banker on whom it is drawn 
cónstitutes evidence of the receipt by the payee of the 
sum payable and thus places both endorsed and unendorsed 
cheques credited direct to the payee's account on a parity 
so far as their evidential value 1s concerned. 

Although the Act was solely concerned with endorse- 
ments on cheques, its effect was, in fact, to initiate a strong 
movement to eliminate the issue of receipta wherever 
possible. Obviously both the provisions of the Act and its 

uences so 85 concerns receipts are matters of 

ose concern to accountants and statements on the Act 

were issued by several of the' recognized professional 
accountancy bodies [including the Association]. 


Schedule E Expenses 


The Law Society convened a meeting of representatives of 
Kindred professional bodies in October 1957 for the purpose 
of considering joint representations to the Chancellor of 


the Exchequer about expenses allowable under Schedule E, 
consequent u a statement made by the Financial 
Secretary to the Treasury at the Committee stage of the 


Finance Bill, $967: The Council agreed tbat the Associa- 
ion should be identified with the joint representations 
made by the Law Society, which were limited to a request 
that membership subscriptions of professional societies 
should be regarded as an allowable expense. 
The Council was also invited by the Board of Inland 
Tene to submit its views generally as to anomalies 
between expenses allowable under Schedule D and 
those allowable under Schedule E. A short memorandum 


on the subject was forwarded to the Board in January 1958 


and representatives of the Association attended a meeting 
at Somerset House on February 24th. 


Integration 


the report of the Council for 1956 (paragraphs 59°63), 
reference was made to negotiations between the several 
Institutes of Chartered Accountants and the Society of 
Incorporated Accountants leading up to the publication 
on December 20th, 1956, of details of the proposed scheme 
of in tion. 

Special meetings of the English, Scottish and Irish 

titutes, respectively, were held during February and 
March 1957, at WS the integration scheme was approved, 
these decisions be 


ing subsequently confirmed at postal 
votes. 


It thus remained only for the’ scheme of i integration to be 
accepted by the Society of Incorporated Accountants. The 
first extrao general meeting took place on June 
19th, 1957, and voted in favour of acceptance. was 
£o at a postal vote and on November rst, 1957, à 


! Reproduced in The Accountant, dated October 19th, 1957. 
* See The Accountant, dated April 13th, 1957, page 437. 
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further extraordinary general meeting was held at which a 
motion to place the Society into voluntary liquidation was 
Weeer by 225 votes to 42. 'l'he scheme of integration was 

then declared to take effect as from November and, 1957. 

Members will recall that in February 1957 the President 
of the Association communicated with the Presidents of 
the several Institutes of Chartered xc enc su ting 
a meeting between their representatives and the ia- 
tion's to consider whether an table basis could be 
found for bringing the Association within the framework of 
integration. Rephes from the Preaidents concerned inti- 
mated that they would be pleased to meet the Association's 
representatives when the present integration scheme had 
been completed. 

Although the scheme has been formally passed, the 
Council is informed that very considerable administrative 
work remains to be done in order to implement it and that 
no meeting with the representatives of the ion is 
likely until that has been finished. 


Special Resolution 


The attention of members is directed to the terms of the 
special resolution set forth in the notice of meeting accom- 

ying this report. Article 7 enables the Council to reduce 
p. more than two years the period of practical experi- 
ence required before admission to membership in the 
cases of (a) university graduates and (b) those whose training 
has been interrupted by any national emergency. 


So far as (b) is concerned the Council feels that this special 
provision — which was intended to deal with the conse- 
quences of war service - may now be withdrawn. On the 
other hand, the concession which i is customarily granted to 
university graduates cannot, it is suggested, logically be 
confined to them. A person who has undergone certain 
kinds of professional training, for example, as an wee 
is not less entitled to consideration than a graduate 
mathematics, but as the article now stands would be wholly 
excluded even on a discretionary basis. The special resolu- 
tion which the Council recommends is designed to remove 
this anomaly and to give the Council greater freedom in 
appropriate cases, The article in its amended form would 


‘7, If any applicant for Membership as an Associate 
satisfies the Council that he is a graduate of a University 
approved by the Council or that there are otherwise 
adequate grounds for special consideration the Council 
may if in their absolute discretion they shall think fit 
reduce, but by not more than two years, the period of 
oe i required under the last preceding 

e. 


Membership of Council 


The following.members of Council retire in accordance 
with the provisions of Article 56 of the Articles of Associa- 
tion, and, being eligible, offer arcu Se for re-election: 

M. in public Are . C. Jones (London), M. F. 

MacCormac (Dublin), W . Macleod (Glasgow), C. A. 

Newport (Leicester), J. P . Shaw (London), E. Spencer 

oo W. A. Whitehead (Newcastle upon 
yne 

Members not in public practice: F. A. Callaby (London), 

W. E. Stepto (Bristol). 

The following members of Council, co-opted under the 
provisions of Article 61 of the Articles of Association, offer 
themselves for re-election: 

d Statham (Newcastle-under-Lyme), Douglas 
y (Sheffield). 

The following member of the Association has been duly 
nominated and is recommended by the Council for election 
thereto: ` 


Member not in public practice: John Alfred Gopsill 
(Birmingham). 
The following member of the Association has been duly 
nominated under Article 58: 
Member tn public feit e Cyril Albert Sparks (London). 
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Electronics in the Office 


Computer Inquiry 


URING the next five years, many of the major 

employers of clerical labour, finds a Board of 
Trade inquiry into automation, expect to be using 
digital computers with the object of improving speed 
and accuracy and reducing costs. 

The results of this inquiry into automation in British 
industry, reproduced in a recent issue of the Board of 
Trade Journal, were obtained by sending out question- 
naires towards the end of 1956 to users and makers 
of automation machinery and equipment. In addition 
to the engineering industry and other sections of 
manufacturing industry, large employers of clerical 
labour such as banks, insurance companies, the Civil 
Service and local government were also included in 
the inquiry. Among the questions that the firms and 
trade associations were asked were: which of their 
industrys products or services had been or were 
likely to be affected by automation; what was the 
nature of these automatic processes; their reasons for 
introducing the new equipment; and the effect of its 
introduction on capital expenditure and composition 
of the labour force. 

Some of the industrial users expected to employ 
digital computers mainly for routine clerical work such 
as preparation of accounts and pavrolls; others ex- 
pected to use them in more advanced techniques 
such as production planning, and control of stocks. 

Usually, according to the report, it was the larger 
firms which were interested in the use of automatic 
equipment in the office. One manufacturer of an 
automatic office which was sgelling for about £100,000 
claimed that it would be economic for any undertaking 
with a clerical staff of more than 400 to buy one of their 
computers, providing that their activities could be 
cen d. 

While the expense of buying or even hiring a com- 
puter might be beyond the abilities of small under- 
takings, (the smallest annual rent mentioned for a 
computer was £4,000) there was a suggestion that 
various concerns in the same area might combine to 
buy or hire one collectively. One firm said that they 
could only justify the expense of buying a computer 
by some shift work in the office. Ancillary equipment 
for digital computers was not as technically advanced 
as the computers themselves. 

Opinions differed as to the effect on capital expendi- 
ture of the adoption of automation in the office. Non- 
industrial users such as the banks expected that the 
proportion of capital employed would not be large in 
relation to their total costs. If industrial firms had been 
using 'conventional mechanical office equipment 
they often expected that a large part of their anticipated 
expenditure on the purchase of a computer would 
have been taken up in any case on the replacement of 
their existing machinery. Firms which had had little 
experience of office mechanization expected to find the 
introduction of a computer expensive. 

Most undertakings expected that office automation 
would result in sizeable savings of the least skilled 
clerical labour of which there was a shortage. The 
overall level of skill in offices would be higher and 


more responsibility would be thrown on senior staff 

The main reasons advanced for the adoption o 
automatic techniques for production processes wer: 
those of reduced costs and increased output, the tw 
factors in some cases being linked. Most firms hope 
to reduce the labour content in their costs and also t 
reduce costs by the more efficient use of raw materiala 


An Electronic Teacher 


NEW piece of equipment described as a ‘thinking 

electronic teacher’ designed for the training o 
punched-card operators ~ claimed to be the first o 
its kind in the world - has been announced by Thi 
Solartron Electronic Group Ltd. 

This advanced training equipment known as SAK 
(Solartron Automatic Keyboard Instructor) is state 
to be able to take its pupil from the initial stages o 
her training to her final fully-trained performance wit] 
‘complete full-time personal tuition’. The rate o 
tuition adjusts itself to the pupil’s ability to absort 
and execute; the ‘teacher’ notes weaknesses, strength: 
and errors, and adapts the pupil’s exercises and test 
accordingly. Sometimes the preferential actions of cer 
tain fingers with particular keys causes a slightly unever 
speed of operation, an unevenness that can be smal 
enough to pass unnoticed by the operator and a humai 
tutor. SAKI, however, detects such actions and correct 
them by modifying exercises accordingly. 

The device teaches its pupil with the whole keyboar 
from the commencement of instruction and not, a 
by the class method, in four groups of three keys. I 
will on average, it is claimed, train a pupil to becom: 
a full-apeed touch operator in eighteen hours insteac 
of about fifty hours, and with such skill that the late 
courses in reading documents and punching cards ar 
considerably speeded up. 


Further Mechanized Banking 


HEN the new share issue of Shell Transpor 

& Trading Co Ltd was announced, Lloyd 
Bank, who were called upon to deal with the larg 
volume of clerical work involved, decided that th 
work should be assisted by punched-card equipmen 
of IBM United Kingdom Ltd. The operations in 
cluded the calculation of entitlements and fraction 
for some 170,000 shareholders, the calculation anc 
recording of payments for first and second calls, an« 
the recording and processing of split allotments. Ii 
addition there was the work associated with th 
coupons on which claims from some 600,000 beare 
bonds could be made. 

This case was more difficult than usual because th 
bank was performing the task as a service to a compar 
maintaining its own records. Thus the preparation o 
share allotment letters was impracticable since i 
would have meant punching name and address card) 
for all these shareholders for a one-time only use 
The work of calculating amounts of the origina 
entitlements, fractions and amounts payable on thi 
two calls was completed on schedule by eleven machin 
and punch operators with negligible overtime. 


April 12th, 1958 
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NATIONAL INSURANCE FOR PERSONS 
ABROAD 


Draft regulations! modifying the rules about national 
insurance contributions and benefits for people who 
go abroad have been put before the National Insurance 
Advisory Committee by Mr John Boyd-Carpenter, 
Minister of Pensions and National Insurance. The 
draft regulations would enable people who are working 
abroad for an employer in this country to earn incre- 
ments on their retirement pension if they remain at 
work abroad after reaching pension age. 

| The regulations would also permit a man whose wife 
is resident with him to draw dependant’s benefit for 
her if she goes abroad temporarily, and would allow 
people to receive payment of benefit abroad in circum- 
stances where at present they must either appoint 
someone in this country to receive it for them or wait 
until they come back to this country. 

| The National Insurance Advisory Committee will 
consider representations on these draft regulations 
which should be sent before April 25th to the secretary 
of the Committee at ro John Adam Street, WCa. 

LONDON AND DISTRICT SOCIETY'S 

NEW GROUP 


A luncheon is to be held in Luton on April 22nd, with 
a view to forming a new group of the London and 
District Society of Chartered Accountants in the 
Bedfordshire, Buckinghamshire and Hertfordshire 
area. The luncheon will be held at The George Hotel, 
at 12. 30 p.m. for 1 p.m., and the chair will be taken by 
Mr E. F. G. Whinney, M.A., F.C.A. 

All t of the Institute in the area, both 
practising and non-practising, are invited to attend in 
order that the proposal may be discussed and, if it 
finds general favour, a simple organization set up. 
The area covered by ‘the London and District Society 
extends from Oxford in the west to Southend in the 
east, and from Bedford in the north to Guildford in 
the "south. When integration is complete, there will 
be nearly ro,ooo chartered accountants in this area, 
which makes it impossible to fulfil the Society’s 
objects without a large measure öf decentralization. 
| In the future, it may be possible to contemplate 
the hiving off of a new district — for example, a Home 
Counties district including Oxfordshire, Berkshire, 
Bedfordshire, Buckinghamshire and Hertfordshire. 
Such a move would be a matter for the Institute 
and would depend on the emergence of strong local 
leaders. For the present it 1s intended that de- 
centralization should proceed by the creation of local 
groups or branches. 
| Members wishing to attend the luncheon at Luton 
should write to Mr T. R. Keens, F.c.a., 11 George 
Street West, Luton, Bedfordshire. 


1 Draft National Insurance (Residence and Persons 
SCH Amendment Regulations, 1958. H.M.S.O. Price 
net 
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SOUTH LANCASHIRE BRANCH DINNER 


'The annual dinner of the South Lancashire Branch of 
the Liverpool Society of Chartered Accountants was 
held on March 27th at The Fleece Hotel, St Helens. 
"The chairman of the branch, Mr W. I. Livesey, 
A.C.A., together with Mr W. S. Carrington, F.C.A., a 
Past President of The Institute of Chartered Account- 


ants in England and Wales, received the members and 


guests. Among those present were Lord Weeks, 
Chairman, Finance Corporation for Industry Mr 
Cecil Taylor, J.P., F.c.A., President, Liverpool Society 
of Chartered Accountants; and Mr T. Taylor, Town 
Clerk, St Helens. 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Lord Weeks 
and Mr Carrington replied. In the course of his reply, 
Mr Carrington stressed the vital importance of the 
profession in industry and concluded by saying that 
there was a strong case in these days of rising costs 
for increased fees for chartered accountants. 

The toast of ‘Our Guests’ was proposed by Mr 
Livesey and Mr T. Taylor responded. 


GRIMSBY AND N. LINCS BRANCH REPORT 


The report of the committee of the Grimsby and 
North Lincolnshire Branch of The Hull, East York- 
shire and Lincolnshire Society of Chartered Account- 
ants submitted at the recent annual meeting of 
the branch records a membership at December 31st, 
1957, of fifty-nine, one less than the previous year. 
Monthly meetings were held during the year and a 
successful annual dinner was held which was attended 
by over 100 members and guests. 
The following officers and committee were elected 
for the ensuing year: 
President: Mr A. A. Beardsall, F.c.a. 
Chairman: Mr M. G. Bain, F.C.A. 
Vice-Chairman; Mr L. S. Wrightson, A.C.A, 
Hon. Treasurer: Mr A. Buckton, F.C.A. 
Hon. Secretary: Mr W. S. Warrs, A.C.A., 20 Carlton Road, 
Grimsby. 
Hon. Librarian: Mr R. H. R. Marshall, F.c.a. 
Deputy Chairman: Mr J. M. Smith, A.C.A. 
Elected Members of Committee: Messrs K. B. Collinson, 
A.C.A., B. H. Edwards, a.c.a., G. D. Falconer, A.C.A., 
J. Fitton, a.c.a., W. McWilliam, A.C.A., G. R. Watson, 
A.C.A., W. B. Wroot, F.C.A. 
Ex- Officio Members of the Committee: Mr F. S. Mowforth, 
F.C.4., Mr C. M. Strachan, O.B.E, F.C.A., N. 
Townend, F.C.A. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading and prayer 
will be held at 12.30 p.m. on Monday next in the 
Vestry at St Mary Woolnoth Church, King William 
Street, EC3. The scripture for reading and thought 
will be the miracle of the raising of Jairus’ daughter 
(St Luke viii. 40-42, 49-56). 






Telephone: Victoria 2002 (3 lines) 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


The following meetings of The Chartered Accountant 

Students’ Society of London will be held during next 

week: 

Tuesday: Visit to the Midland Bank (limited number). 

Thursday, 5.30 p.m., at Incorporated Accountants’ Hall: 

Introductory lecture for mechanized accounting course 

by Mr DudieyW. Hooper, M.A., A.C.A., Chief Orgatizng 
Accountant, National Coal Board. 


Hockey MATCH 


After defeating Bristol and Cardiff earlier in the season, 
and drawing with Birmingham, the London Chartered 
Accountants’ Articled Clerks played their last match of 
the season at Surbiton on March 26th against the 
Solicitors Articled Clerks; the game resulted in a 6-5 
win for the Solicitors, the Accountants playing one 
man short. 

In a high-scoring game, both sides played well. The 
score was 4~4 at half-time, and until ten seconds from 
the end it was 5-5, but with the last hit of the match the 
Solicitors' outside left netted to give his side victory. 

The Accountants’ inside left Morrish scored three 
goals and Townsend and Turner one each. 

Team: we L. Pecker; e E Brayshaw, N. E. Ranwell; 
A. Berry, G. A. Davis, Edd C. Turner, P. H. 
Townsend, I Morrish, k P. Cheste 


LEICESTERSHIRE AND 
NORTHAMPTONSHIRE STUDENTS 


The forty-third annual meeting of the Leicestershire 
and Northamptonshire Chartered Accountant Students’ 
Society was held on March 22nd at Leicester College 
of Art and Technology, The Newarke, Leicester. 

The report of the committee presented at the 
meeting records a total ordinary membership. at 
December 31st, 1957, of 133, an increase of five on the 
previous year’s total; the honorary membership 
remained unchanged at fifty-four. 

The Society’s lecture programme was greatly 
expanded in 1957, but the Committee express the 
hope that attendance at meetings during the present 
year will improve. The membership of the students’ 
society will be increased by the absorption under 
the scheme of integration of some 200 student 
members of The Society of Incorporated Accountants. 

Four cricket matches (in which the Society was 
victorious) and tennis, hockey, rugby and soccer 
matches were played during the year. 

The following officers were elected for the ensuing year: 

President: Mr W. G. Fox, T.D., D.L., M.A., F.C.A. 

Hon. Treasurer: Mr R. K. Hawkins. 

Hon. Secr : Mr C. R. Hilton, c/o Cooper Brothera & 

Co, 4 W e Street, Leicester. 

Hon disons Secretary for Northamptonshire: Mr J. G. 

ure 

Committee: Messrs M. A. Chamberlain, J. P. Cunni 

R. A. Gregory, D. Haddon, S. I. Holden, M. A. Jose, 
T. B. Kind, I. J. Montgomery, A. J. Wright. 
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LIVERPOOL GHARTERED ACCOUNTANT 
STUDENTS' ASSOCIATION 


The seventy-fifth annual meeting of the Liverpool 
Chartered Accountant Students’ Association was held 
at the Library, 5 Fenwick Street, Liverpool, 2, on 
March 27th, when the following officers were elected 
for 1958—59: 

President: Mr C. O. Reay, F.C.A. 

Vice-Presidents: Mr J. S. Ellison, M.A., A.C.A; Mr J. A. 
Colvin, a.c.a.; Mr A. Green, A.C.A. 

Hon. Treasurer: Mr J. D. Saunders, B.A. 

Hon. Secretary: Mr V. Potter, B.COM., 5 Fenwick Street, 
Liverpool, 2. 

Hon. Auditors: Mr N., G. Willis, r.c.&.; Mr F. D. M. 
Lowry, A.C.A. 


SUSSEX CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY 


At the annual meeting of the Sussex Chartered 
Accountant Students’ Society, held at the Technical 
College Annexe, 7 St George's Place, Brighton, on 
March 22nd, the following officers and committee 
were elected for 1958-59: 


President: Mr C. H P. Goodwin, F.c.a. 

Vice-Presidents: Mr R. McNeil, F.c.4,, Mr S. Ohly, 
F.c.A.. Mr C. H. Tyson, B.SC., F.C.A. 

Chairman: Mr G. W. Davies, F.c.A. 

Vice-Chairman: Mr W. R, McBrien, F.C.A. 

Hon. Treasurer: Mr G. E. C. Burrows, 

Hon. Secretary: Mr T. T. Nash, A.C.A, 33 Lawrence 
Road, Hove. 

Hon. Assistant Secretary: Mr G. Goddard, 

Committee: Messrs M. Abrahams, A. Archdale-Smith, 
N. R. Caplen, A. G. J. Keat, R. J. Treen. 

Hon. Auditor: Mr I. R. McNeil, A.C.A. 


HASTINGS BRANCH 
Chairman: Mr W. R. McBrien, F.C.A. 
Hon. Secretary: Mr R. Miller, 48 Havelock Road, 
Hastings. 
Hon. Assistant Secretary: Mr A. Colegrave 
Eastbourne Secretary: Mr D./Allan, 17 Gildredge Road, 
Eastbourne. Bee 
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ACCOUNTANTS’ CROSSWORD: SOLUTION 


The solution to the ‘Accountants’ Crossword’, 
compiled by Mr B. W. Jones, B.COM., A.C.A., which 
appeared in last week's issue, is as follows: 





MOTOR — FIRE — CONSEQUENTIAL LOSS 


CAR & GENERA 


83 PALL MALL, 


INSURANCE 
CORPORATION 


LONDON, SW1 


L? 


W ECHT UTEUT JUT 

Chartered Accountants 

i and Accountancy 
| throughout the World 


CONTENTS 
Page 
The Budget 445 
| 
Taxation Changes 446 
Budget Resolutions 449 


Income Tax and the Stock- 
market 


by Martin Mitchell, A.C.A. 451 


Take- -over Bids: A Possible 


‘Source of Profits for 
Directors 
| by J. C. Arnold 453 


INorth American Commen- 
itary - LXXXIX: Current 
Accounting Opinions in the 
United States and Canada 
by Kenneth F. Byrd, M.A., 
B.Sc.(Econ.),. A.C.A., C.A 
(Canada). 454 


The Use of Accounting 
Ratios 


| by E. H Davison, A.C.A. 456 

"Weekly Notes 

. Irish Government Account- 

' ing- New Member of the 

| pM of the Institute — 

| in Smaller Busi- 
EE oice of Restraint? — 
Critical Meetings on the Free 
Trade Area 459 


| Finance and Commerce 
Stockholders Investment 
Trust Ltd — Scottish Stock- 

, holders Investment Trust 

! Ltd - Bird & Co (Africa) Ltd 

' — -City Notes 461 


. Correspondence 
Accounting for Inflation. — 
= Valuation of Commercial 
' Goodwill — Taxation of Ger- 
, man Pensions — Marginal 
_. Costing and the Railways 464 


.London Certified Account- 
| ants’ Dinner and Dance 466 
The Institute of Chartered 
Accountants in England and 
Wales 
, Associates elected to Fellow- 
| ship and applicants admitted 
"^ to membership 467 


| Notes and Notices 468 
| 


LAW YY UJIN LOALN A 


ESTABLISHED 1874 ` 
VOL. CXXXVIII. NO. 4348 


The Budget 


T vs who expected the CHANCELLOR OF THE EXCHEQUER 


APRIL I9TH, 1958 


to give away somewhere between {100 million and {150 

million in taxation relief in this year’s Budget have been 
proved to be right. Those who thought that the reliefs should be 
given in the form mainly of indirect taxation have also had their 
judgment flattered. In a full year, the reliefs granted will cost 
the Exchequer £108 million (it will be {50-5 million in the current 
financial year) and of that, £41 million is accounted for by 
reductions in purchase tax. 

It had been generally expected that Mr AMory would produce 
a cautious Budget and in many respects it is. He has admitted 
that economic forecasting for a Chancellor this April is a parti- 
cularly hazardous business and he has fashioned his proposals 
accordingly. Nevertheless, this is no timid Budget and technically 
(especially for accountants) it 1s an exceedingly interesting one. 
There have been no bold official pronouncements of strategy for 
this fiscal year but there has been a fairly substantial tidying up 
operation in tax matters, though much remains to be done. 

The out-turn for the previous fiscal year showed revenue at 
£5,343 million and expenditure above-the-line came to £4,920 
million. Below-the-line receipts came to £261 million and expendi- 
ture was {£896 million. The result was an above-the-line surplus 
of £423 million and a below-the-line deficit of £635 million. This 
left a balance of £212 million to be financed by borrowing. The 
CHANCELLOR said on ‘Tuesday that he was determined to maintain 
the effort to meet Exchequer requirements without further 
increasing the floating debt — which would involve a tight hold 
on public expenditure, vigorous funding and an increase in 
Exchequer receipts from small savings. With this last in mind he 
has raised the limit on holdings of the current issue of the National 
Savings Certificates to 1,000 units as from May 1st. À new 5 per 
cent Defence Bond series is to be issued on that date repayable in 
seven years at £103. 

On the basis of present taxation, Mr Amory hopes to raise 
total revenue above-the-line to £5,490 million -an increase of 
£147 million. Expenditure is expected to go up by £155 million 
to £5,075 million. This would give a surplus of £415 million but 
net payments on capital account below-the-line are expected to 
result in an overall deficit of £185 million which 1s slightly lower 
than the last year's out-turn of a deficit of £212 million. 

'The CHANCELLOR has set out the assumptions on which he has 
planned his fiscal strategy, but they are pronouncements rather 
than argued conclusions. Public investment is expected to stay 
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at the same level as last year and fixed investment 
is judged to stay at present levels. 'T'his is one of 
the controversial points in the Budget. Sample 
investigations suggest that the assumption is a 
sound one but there is some danger in looking at 
the fiscal year in isolation. If the. American 
recession does not ease (and the CHANCELLOR has 
said he is watching it carefully), a sudden worsen- 
ing of economic conditions here could not be 
quickly offset by fiscal devices planned now. 
There might have to be another Budget and, of 


course, this possibility may still be at the back of ` 


the CHANCELLOR's mind for the late autumn. 

Public consumption is expected to rise owing 
to higher imports and a further boost to it has 
been given by the cuts in purchase tax. The 
CHANCELLOR is therefore somewhat stimulating 
the economy through the consumer while remain- 
ing optimistic about the ability of industry to 
keep private investment up with certain small 
stimuli to be mentioned below. Government 
outlay is expected to stay about the same. Stock 
building is expected to be modest but this point 
is admitted to be problematical. 

Exports are budgeted to hold their own with a 
struggle. Lower exports may keep stocks down 
and there may be a mild setback in industrial 
production but no sudden and violent recession 
is anticipated. The need to keep the sterling 
area working efficiently is given top priority, and 
there were hints in the speech last Tuesday that 


plans to increase the liquidity of international: 


trade may be discussed among the leading trading 
countries of the world before very long. MR 
Amory is also concerned that the job of control- 
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ling inflation should be finished off and wide- 
spread unemployment is not expected as a result. 
Nevertheless, the CHANCELLOR has instructed the 
Capital Issues Committee to ensure, so far as they 
can, that development schemes in areas of serious 
unemployment (which means Scotland, Northern 
Ireland and South Wales) are not held back 
for lack of finance and he has given similar 
about advances. Also, 
the Distribution of Industry Áct is to be amended 
to widen its scope geographically. 

So far as Budget proposals are concerned, 
certain minor changes are contemplated, as well 
as proposals on dividend stripping, surtax 
settlements, estate duty, stamp duty on convey- 
ances, income tax relief covering older people, 
death duties, entertainment tax and wine. It is 
proposed to replace the profits tax distributed 
and undistributed rates by a single rate (the main 
‘technical’ feature of the Budget). Investment is ` 
to be mildly stimulated by an increase in initial 
allowances by one-quarter, except for mining 
which stays at the special rate. 

The biggest single change in the burden of 
taxation is the wide range of reductions in 
purchase tax. The CHANCELLOR has examined 
the case for doing away with this tax in-favour of 
a flat sales tax and of levying indirect taxes of this 
Sort at the retail stage, but he has turned both 
ideas down as administratively impractical. 
Accordingly he has decided to reduce the number 
of purchase tax rates from seven.to four.by 
abolishing the 9o per cent rate, the 50 per cent 
rate and the ro per cent rate. A very wide di 
of consumer goods will benefit. 


TAXATION CHANGES 


Undoubtedly the most welcome of the tax 
changes for industry and commerce is the 
abolition of the two-tier profits tax structure. As 
we pointed out in a leading article in our issue of 
February 22nd, the time had come for the 
CHANCELLOR to yield to the pressure for this 
change or to explain why the existing anomalies 
should be maintained. Happily, he has accepted 
the suggestion that there should be a single flat 
rate of profits tax, at 10 per cent, as from the 
first of this month. Moreover, for chargeable 
accoünting periods from that date no distribution 
charges will be levied. The nightmare of a vast 


potential distribution charge has now been 
removed, Finally, the computation of profits tax 
will, as a result, be greatly simplified: it will no 
longer be necessary to consider whether a parti- 
cular transaction constitutes a distribution, nor 


to keep a running account of non-distribution 


relief. ‘Those companies which are tempted to 
declare an extra small or no dividend for account- 
ing periods which include a pre-April 1958 period, 
in order to reduce profits tax, will be met by 
anti-avoidance provisions, the details of which 
have yet to be announced. No doubt they will be 
similar, but in a reverse direction, to the pro- 
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visions which prevented excessive dividends for 
periods prior to an increase in profits tax rates. 
| Nationalized industries will be allowed to 
debit loan interest in arriving at their chargeable 
profits for profits tax purposes, while building 
societies and co-operative societies will be allowed 
to deduct share interest. These changes also 
operate from the first of this month. 


| 
| Income Tax 


Another fillip to industry is the decision to 
increase initial allowance en industrial buildings 
from 1o per cent to 124 per cent, and the initial 
‘allowance on plant and machinery from 20 per 
cent to 25 per cent. The new rates will apply to 
‘qualifying capital expenditure becoming due and 
‘payable on and after April rsth, 1958. Com- 
panies which are developing rapidly and have to 
plough back a high proportion of their profits 
will thus .receive some compensation for the 
increase in their rate of profits tax. The increased 
allowances apply for profits tax and income tax. 
It is to be regretted that the rule for Schedule 
| E expenses has.not been liberalized in any general 
. sense. However, a very minor concession is to be 
' granted. Provision will be made for some deduc- 
tion in respect of subscriptions to professional 
societies with activities relating to the employees' 
, work, and for certain statutory registration fees. 
! Costing only £1 million in a full year, the con- 
| cession seems very niggardly. 
|, The exemption from Schedule A tax of 
property owned by a charity is lost if the property 
is used by an officer of the charity whose income 
, exceeds {150 per annum. This limit was fixed in 
| the nineteenth century, and represents nowadays 
, an income which would qualify the recipient as 
a “dependent relative’. It is proposed to abolish 
the rule altogether. 





Dividend Stripping 

The legislative attack of October 1955 on 
dividend stripping was accompanied by a stern 
warning from the then CHANCELLOR that the 
. Government would not hesitate to legislate 

against subsequent attempts at dividend stripping, 
; and to make such legislation retrospective. 
| Despite the provisions of Section 4 of the Finance 
| (No. 2) Act, 1955, and despite this warning, 

dividend stripping has been continued, at a cost 


ee ee 


to the Revenue of about {2 million a year. 
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Accordingly the threat of October 1955 is to be 
put into effect — by legislation retrospective to 
October 1955. The necessary provisions will be 
long and complicated, but some indication of 
them is contained in Budget resolution number 
1I, reproduced on another page. 

À common device is for the shareholders of a 
prosperous private company to acquire control 
of a company incurring current losses. ‘They then 
lend the loss company enough money to buy 
their shares in the prosperous company..A large 
dividend is then declared out of accumulated 
profits and the loss company claims relief under 
Section 341 of the Income Tax Act, 1952. This 
accumulated profit thus escapes surtax and to 
some extent income tax as well. 


Personal Allowances 

In the domain of personal allowances, there are 
concessions to old people with small incomes, 
and also to taxpayers maintaining dependent 
relatives. The exemption limits introduced last 
year of {250 for single persons and {£400 for 
married couples are to be increased for 1958-59 
to £275 and £440 respectively. The single 
person, or one of the spouses, as the case may be, 
must be aged 65 or more at some time during 
the year of assessment. Where the new limit is 
exceeded by not more than £55, marginal relief 
is to be given by limiting the liability to half of 
the excess. In effect, there will be no advantage 
from this relief where the single person's income 
exceeds £306 (£492 for a married couple). 

. Age relief, as distinet from exemption, is to be 
extended. At present the income limit for the 
application of the two-ninths deduction for age 
relief is £700, whether the taxpayer is married 
or single. For 1958-59 the limit is to be increased 
to £800. Prior to 1957-58 it was only £600; prior 
to 1953-54 it was only £,5oo. Here again there is 
to be corresponding marginal relief. A single 
person with a total income of £800, none of it 
‘earned’ income, will have his tax burden 
lightened by £27 a year. The total cost of these 
additional reliefs to old people will be over £4 
million in a full year. 

The proposed alteration in the dependent 
relative relief provisions is another recognition 
of the fall in the value of money. At present, the 
relief of {60 is reduced by fx for every {1 by 
which the dependent relative's own income 
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exceeds £105, so that the relief disappears where 
the dependent relative's income is £165 or more. 
Under the Budget proposal, restriction of the 
relief will start only where the dependent rela- 
tives income exceeds £135. Thus it will be 
possible to treat as "dependent a relative whose 
own income amounts to £194. The new provision 
ensures that an increase in social security benefits 
does not lead to a loss of tax relief. 

` A minor, but welcome change, is the rational- 
ization of the various time limits prescribed by 
the Income Tax Acts for appeals and claims for 
relief. The alterations will all be in the direction 
of Geer the time limits more generous. 


Revocable Settlements 


In the field of anti-avoidance legislation, 
directed against settléments, the gap revealed 
by the House of Lords' decision in Saunders v. 
C.I.R. (36 AJT.C. 181) is, not surprisingly, to be 
closed. Section 404 (2) of the Income Tax Act, 
1952, provides that where a person has power 
inter alia to determine a provision of a settlement, 
in such a way that the settlor or his wife may 
benefit, the income of the settled fund is to be 


treated as the income of the settlor. The House of. 


Lords held that a power to pay the trust fund, 
less £100; to the wife was not caught by the 
subsection. MR HEATHCOAT-AMORY has now 
said that he ‘cannot approve of such a strategem’. 
The law will be amended to produce the effect 
originally intended, and with effect for surtax 
for the year 1957—58 as well as subsequent years. 
However, a settlement made before April r5th 
which would otherwise be caught but which ‘is 
made truly irrevocable’ within three months 
after the Finance Bill becomes law will not be 
caught. It is, however, a little doubtful how far a 
settlor can alter the settlement to the disadvantage 
of a present or future wife without her consent. 

As will be seen from Budget resolution number 
ri, there will also be new provisions for re- 
moving doubts as to the settlements to which 
Sections 404. and 405 apply. 


Estate Duty 
The device by which a life-tenant purchases the 
reversion from the. remaindermen and thus 
avoids estate duty on the purchase consideration 
even though thé life-tenant dies within five years 
has been used on a remarkably extensive scale 
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in the past few years, and has not been challenged 
by the Inland Revenue in the Courts. Here again, 
néw anti-avoidance legislation is to close the gap. 
The broad effect will be to charge estate duty, 
when. the life-tenant dies, on the amount paid by 
him for any reversionary interest in the settlement ` 
which he has acquired within five years of his 
death. This legislation will apply only where the 
purchase took effect after April 15th, 1958, so it 
will be truly free from retrospectiveness. In a full 
year the gain to the Revenue is expected to be {2 
million, but the change seems to be largely a 
locking of the stable door after the horse has 
gone. . 

As already promised by the Government, the 
hardship arising from double. estate duty where 
two people die in the same accident is to be 
rémoved. It is proposed to amend the law so that 
estate duty is levied once only in effect. Ar the 
sare time, the quick succession relief is to be ex- 
tended from real property and business assets 
to all property. The relief applies where a second 
passing takes place within five. years of the first. 
There is also to be a minor change in relation to 
the subsequent sale of certain exempted chattels. 


. Stamp Duty 


The CHANCELLOR announced an extension of 
the relief from stamp duty or conveyances 
where the consideration is small. He put this 
forward as being. ‘to help people who wish to 
buy their houses’. However, it seems that the 
new relief is by no means confined to house 
purchase: it applies to conveyances on sale and 
voluntary dispositions of all kinds of property, 
excluding only stocks and marketable securities. 

"The proposed new scale of reliefs from the 
2 per cent ad valorem duty ‘is as follows: 


Consideration Approximate rate 
not exceeding . of duty per {100° 
Ir fs a 
31509 Nil 
4,500 IO o 
5,250 I O o 
6,000 I IO O 


As before, the relief will also apply to premiums 
and other considerations paid for leases, but with 
this difference. Hitherto, the relief has been con- 
fined to cases where the lease rent did not exceed 
£20 per annum; the new relief will apply where 
the rent does not exceed {50.. ! 


+ 
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| Two minor alleviations are. also promised 
relating to certain instalment contracts at present 
liable to ad valorem duty, while the exemption in 
favour of certain agreements concerning goods 
is to be withdrawn. The foregoing changes will 
cost in the aggregate £6 million in a full year. 

| One may be pardoned for wondering why 
there i is no relief from stamp duty on mortgages 
of even the smallest houses; the unfortunate 
borrower is invariably required by the mortgagee 
to bear this impost, and he i is rca in a position 
to PEURS 


Heavy Wines 


In the field of indirect taxation the reliefs are 
more spectacular. A reduction of 12s per gallon 
‘in the duties on heavy wines, such as port and 
Sherry, will bring their retail price down by. 
about two shillings à bottle. There was a reduction 
jin the duty on light wines imported in cask in 


1949; but this relief was denied then. to heavy 


| wines. Ae a result, consumption of light wines is 


twice the pre-war figure: consumption of heavy 
wines is a little more than: half de Eege 
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into better alignment. 
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Entertainments Duty ` | 

It is proposed to reduce entertainments duty on 
admissions to cinematograph and television 
shows. The present rate is one-half of the amount 
by which the admission payment (excluding duty) 
exceeds 11d. The new rate, applicable after 
May 3rd next, will be one-third of the amount 
by which the payment exceeds 1564. This should 
be a great help to the cinema trade. | 


| Purchase Tax 

Brief cases. and document cases. lose their 
exemption: from purchase tax, and now bear the 
tax at the 30 per cent rate. Oil-burning heaters 
suffer a similar fate. On the other hand theré are 
a great many reductions in purcháse tax rates; 
most office and metal furniture, hat, coat and 
umbrella stands, pay 5 per cent instead of 15 per 
cent. Trunks, bags and wallets, formerly liable 
at 6o per cent, now pay 3o per cent. These are 
only a en of the many reductions. 


BUDGET RESOLUTION S 


| Included in the Budget resolutions passed by the 


t A — — —À — a ee 
ae 


Ft — 
— — —— mee 


: Committee of nas and Means last Tuesday were 


ne following: 


Gs INCOME TAX . 
8. Income Tax (Charge for 1958-59) 


That income tax for the year 1958—59 shall be charged 
at the standard rate of eight shillings and sixpence in 
the pound, ard, in the case of an individual whose 
total income exceeds two thousand pounds, at such 
bigher rates in respect of the excess as Parliament may 
hereafter determine. 

And it is hereby declared that it is expedient i in the 
public interest that this Resolution should have 
statutory effect under the provisions of the Provisional 
Collection of 'l'axes Act,:1913. 


9. Income Tax (Surtax Rates for 1957-58) 
That income tax for the year 1957—58 shall be charged, 
in the case of an individual whose total income exceeded 
two thousand pounds, at the same higher rates in 
respect of the excess as were charged for the year 
1956-57. 

And it is s hereby. declared that it is expedient in the 
public interest that this Resolution should have statu- 
tory effect under the provisions of the Provisional 
Collection of Taxes Act, 1913. 


10. Income Tax (Personal Reliefs) . 


That - 
(a) in Section thirteen of the Finance Act, 1957 


(relief. for persons. over Ges vii: small 
incomes) — 

(1) for the references to two hundred and fifty 
. pounds and four hundred pounds (which 
. refer to the income limits for exemption 
_ , under that section) there shall be substi- 
tuted references to two hundred and 
seventy-five pounds and four hundred and 

forty pounds respectively; and 
(ij) for the reference to fifty pounds (which 
refers to the excess over those limits by 
reference to which relief under that section 
by reduction of tax is limited) there shall 
l be substituted a reference: to fifty-five 

"^ pounds; 
(b) in subsections (2) and (3) (old age relief) of 
Section two hundred and eleven of the Income 
Tax Act, 1952, for the references to seven hun- 
dred pounds (which refer to the income limit for 
‘the full relief under subsection (2)) there shall be 
substituted references to eight hundred pounds; 
in Section two hundred and sixteen of the Income 
Tax Act, 1952 (dependent relatives), for the 
references to one hundred and sixty-five pounds 
and one hundred and five pounds (which refer 
to the income of the dependent relative) there 
shall be substituted respectively references. to 
one hundred and ninety-five pounds and one 
hundred and thirty-five pounds; 

but paragraphs (a) and (b) of this Resolution shall not 
require any change to be made in the amounts deducted 


(c) 
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or repaid under Section one hundred and fifty-seven 
(pay as you earn) of the Income Tax Act, 1952, before 
the twenty-second day of June, nineteen hundred and 
fifty-eight. 

And it is hereby declared that it is expedient in the 


public interest that this Resolution should have . 


statutory effect under the provisions of the Provisional 
Collection of Taxes Act, 1913. 


11. Income Tax (Dividends Paid out of 
Accumulated Profits) 


That provision shall be made (including provision as 
respects past years of assessment) for amending the 
law as to the circumstances in which — 


(a) certain dividends are to be treated as paid out of 
accumulated profits; 


(5) dividends so paid are to be ET into account 
as trade receipts which have not borne tax; 
(c) exemptions from tax are not to apply to dividends 
80 paid; 
and for restricting relief for losses by repayment of tax 
in the case of tax on dividends so paid. 


12. Income Tax (Settlements) 


‘That new provisions shall be made as to the circum- 
stances in which income arising under a settlement or 
sums payable by a settlor or the wife or husband of a 
settlor are to be treated under Section four hundred 
and four of the Income Tax Act, 1952, as income of the 
settlor and not as income of any other person (and are 
to be so treated for surtax purposes for the year 1957—58 


as well as subsequent years of assessment) and for re-. 
moving with retrospective effect doubts as to the'. 


settlements to which that section and Section four 
hundred and five of that Act apply. 


13. Income Tax (Incidental Charges) 
That for the purposes of any Act of the present Session 


relating to finance it is expedient to authorize all such . 
incidental charges to iricome tax (including charges for- 


- past years of assessment) as may result ~ 
(a) from any provision extending the limits of time 
within which certain applications, claims, elec- 
~ tions or payments may be made or notices given; 
(b) from any provision exempting from liability to 
income tax pensions payable to or in respect of 
persons who have served as officers to whom the 
Overseas Service Act, 1958, applies, so far as 
they are payable to persons resident outside the 

United Kingdom. 


THE PROFITS TAX 


14. Profits Tax (Alteration of Rate and 
Basis of Charge) 


‘That, as respects chargeable accounting periods ending 


after the beginning of April, nineteen hundred and. 


fifty-eight, the profits tax chargeable on the profits of 
any trade or business shall be of an amount equal to 
ten per cent of the profits, and there shall be no relief 
for non-distribution or distribution charge; and pro- 
vision may be made, in connection with the changes 
authorized by this Resolution, as to the amounts to be 
taken into account as distributions for chargeable 
accounting periods earlier than those above mentioned. 
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15. Profits Tax (Miscellaneous Charges) 
That for the purposes of the profits tax it is expedient — 


(a) to make further provision, as respects chargeable 
accounting periods ending after the beginning of 
April nineteen hundred and fifty-eight, in 
relation to groups of companies, statutory under- 
takers, nationalized industries, industrial and 
provident societies and building societies, and to 
persons receiving payments from them; and 

(b) to authorize such charges to tax (including 
charges for past chargeable accounting periods) 
as may result from amending the law as to the 
circumstances in which for the purposes of 
income tax certain dividends are to be treated as 
paid out of accumulated profits and dividends so 
paid are to be brought into account ss trade 
receipts which have not borne tax. 


ESTATE DUTY 
16. Estate Duty (Miscellaneous Charges) 
That for the purposes of estate duty — 


(a) new provision shall be made for charging duty 
on deaths occurring after April rsth, 1958, in 
cases where there is at the death or has pre- 
viously been in any property an interest limited 
to cease on the death (or similar interest), and 
there has after that date been a purchase of or 
.other dealing with an interest expectant on or 
subject to the interest so limited; 

(b) notwithstanding any resulting charge to duty, 
provision may be made, in lieu of or in addition 
to any existing provision, for cases in which two 
or more persons have died within a short period 
or in circumstances rendering it uncertain which 
of them survived the other or others, and for 
cases in which effect is by law given to a testa- 
mentary disposition in favour of a person who 
has not survived the testator, and may apply 
where any relevant death occurs after April 15th, 
1958; 

(c) Section forty-four of the Finance Act, 1921, and 
the proviso to subsection (2) of Section forty of 
the Finance Act, 1930 (which provide that duty 
shall not become chargeable on certain sales to 
national institutions, etc., of works of art or 
other property previously exempted), and any 
enactment amending those provisions, shall be 
amended so that the references to a sale shall no 
include a sale otherwise than by private treaty. 


STAMP DUTIES 
17. Stamp Duty on Certain Agreements 


That certain instruments now chargeable with duty 
under the heading ‘Bond, Covenant’, or the heading 
‘Mortgage, Bond, Debenture, Covenant’ in the First 
Schedule to the Stamp Act, 1891, shall instead be 
chargeable under the heading ‘Agreement or any 
memorandum of an Agreement’ or under the heading 
‘Deed of any kind’, and that certain agreements made 
for or relating to the sale of goods, wares or merchan- 
dise shall be chargeable under the heading ‘Agreement 
or any memorandum of an Agreement’ notwith- 
standing any exemption under that heading 
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the SE RTE TPA 


by MARTIN MITCHELL, A.C.A. 


| . "The Attraction of Capital Gains 
| CHARACTERISTIC feature of the 
economy of post-war Britain has been its 
ever-increasing inflation. In this situation 
| many investors have turned to capital gains as a 
‘means of maintaining the value of capital and 
‘securing a rise in real. income.! To the heavy 
iincome tax payer the added attraction of capital 
gains can be seen in the following examples. 
| The holder of a 5 per cent bond purchased at 
par on which tax is paid at a marginal rate of, 
,Say, 50 per cent, will receive 2$ per cent net. But 
ishould he realize at a capital loss of 1 per cent, 
then he will receive a net yield of only 14 per cent 
out of a gross yield of 4 per cent. Thus, in the 
‘event of a capital loss, an income tax payer 
suffers considerably; the more so if he is paying 
tax at a high marginal rate. 
By contrast he stands to gain so much more 
' from capital accretion. Thus, a 3 per cent bond 
| purchased below par may be redeemed to- give 
| the holder.a yield of 4 per cent gross or 2$ per 
cent net if he is paying tax at a marginal rate of 
‘so per cent. In the absence of a capital tax, 
capital gains will tend to attract the stockholder 
|às a medium of minimizing the burden of income 
| tax. m 
, Speculation and Capital Gains 
Une of the effects of the present income tax 
structure in the post-war years of rising profits 
; and limited distributions has been the encourage- 
ment of speculation in capital gains. This has 
| led to a number of contradictory tendencies. 
| Speculation in capital gains appears as a self- 
| generative process. Buying in the expectation of a 
rise in prices leads to a greater rise. Ultimately 
| gains will be realized and then prices will fall. 
| But if they are not realized in the mass, or if the 
market is expanding by the introduction of new 
funds, then the rise can continue for a long time 
' and large gains will be made as witnessed by 
| the 1954-56 bull market in equities. 
' So long, therefore, as the expectations of 
investors remain buoyant, a stock exchange boom . 
| will thrive on itself and even shield its participants 
from the consequences of their actions; for a 


t 
i 
l 


| 1 For an analytical study of the effects of an income tax 


boom contributes to inflation in so far as gains 
are spent and in the extent to which it distorts 
capital values. Yet, at the same time, it provides 
a hedge against inflation for equity shareholders. 

Though, in the short run, speculation is its 
own progenitor, in the long run it tends to become 
self-defeating. On the one hand, it places excep- 
tionally high premiums on shares such as out- 
standing growth equities which are favoured 
principally as a cushion against inflation. On the 
other hand; and partly in consequence, it is less 
well disposed to many shares, which though 
sound in their own right, are yet unable to claim 
the resources in assets and earning power such as 
lie behind the market favourites. 

In this situation the yield on a large number of 
shares is raised and as a result the efficiency of the 
stock-market as a supplier of capital for new 
ventures is weakened because firms seeking new 
capital must, in general, meet the higher yields 
required by the market. Furthermore, since 
speculation must create fluctuations in price in 


order that gains can be made, then in so far as 


the risk of. fluctuation is compensated by an 


increased yield, 


‘it must cause the valuation of securities to stand 
lower, in the average of good years and bad, than 
they would have stood if speculation had not 
affected adversely the preferences of the long- 
term or non-speculative investor’? ` 


Dividend and Yield Rates 

It has been suggested above that the present 
income tax structure, by exempting capital gains 
from charge, gives an incentive to speculation 
and, as a consequence, prices of a large number 
of shares are lowered. In another way, through 
its differential treatment of distributions, the 
present income tax reduces share prices. It 
succeeds in this by lowering the level of dividends 
in relation to the level of profits being earned by 
companies. Generally, shares are valued by the 
stock-market more so in relation to dividends 
paid per share than in relation to earnings per 
share, although earnings cover is obviously of 
importance in valuing goodwill. 

The disparity between earnings and dividends 
yields is such that for the years 1955 and 1956 
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reports that ordinary dividends took only 35 per 
. cent of available earnings. Furthermore, for these 

two years ordinary earnings and dividends as 
percentages of ordinary capital plus reserves 
were 9:9 per cent and 3:5 per cent respectively.! 
By comparison, The Financial Times index for 
industrial ordinary stock is now running at some 
18 per cent earnings yield and some 7 per cent 
dividends yield per ordinary share.? A conclusion 
arising from these figures is that for many 
companies share prices are lower than the current 
net asset values of underlying assets. This is 
striking evidence of a large circulation of badwill 
in a realm where, in theory at least, goodwill 
should predominate. Such a situation exists 
because earnings and dividends are so much out 
of step with each other. By way of protest at 
these sharp deviations of returns on capital, the 
ordinary shareholder requires a higher yield on 
his investment. The result is lower share prices. 


The Company and Income Tax 
From the company point of view, a tax which 
penalizes distributions makes retention of profits 
more worth while. Though the equity share- 
holder may object that he is not receiving the 
dividends to which he is entitled, yet he enjoys 
some compensation in the growing value of his 
shares as capital is accumulated out of retained 
funds. After all, if the distribution is increased, 
both he and the company will pay a greater tax and 
the sum handed over will be progressively reduced. 

How companies will invest accumulated profits 
is an intricate problem. The first call on accumu- 
lation is the provision for depreciation. Investment 
of the residue will depend on many factors. An 
important one is the availability of physical 
resources. For example, the Government may 
set investment priorities, such as defence, 
exports or social services. But given adequate 
resources, expansion may take place not only 
extensively but also intensively through the 
higher utilization of existing plant. If output can be 
expanded faster than the rate of capital expansion 
then at existing profit margins on output, the rate 
of profit on capital will be increased. 

Since the end of the war there has been more 
intensive use of capital, particularly in those 
industries that were previously depressed. Profits 
have increased greatly and the share taken by 
taxation, though considerable, has been some- 
what limited by the low level of dividends paid 


1 The Stock Car Gazette, January 25th, 1957, page 258. 
* Investors Chronicle, February 28th, 1958. The exception- 
ally high yields. of ,equitiea, at present SHORE reflect 
stringent anti-inflationary policies, 
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out. This situation, reinforced by adequate 
depreciation allowances, has left industry as a 
whole with abundant reserves, more than 
necessary to finance current investment in plant 
and stocks. Consequently, the private sector of 
industry has acquired large portfolios of financial: 
assets and overseas investments.? 

The effect of heavy taxation in driving down 
the level of dividends at a time of rising pro- 
ductivity, together with the corresponding in- 
crease in companies reserves has made companies 
as a whole, in the past few years, less dependent 
on the stock-market for securing funds for 
expansion. But while this may be true of com- 
panies in general, there wil] always be some in 
need of outside finance to carry forward new 
investments. These needy ones may find recourse 
to the stock-market a costly business which could 
well restrict the size of new ventures. ‘The market 
will make a heavy charge for use of its facilities 
because it expects such companies to conform 
to high standards of profitability. How this 
works in practice may be seen by contrasting the 
attitude of the market to companies displaying 
goodwill and to those lacking ‘it. 


The Stock-market’s Point of View 


The market might address the goodwill com- 
panies in the following complimentary language. 
“We are attracted to you for a number of excellent 
reasons, Your profits are high and generally are 
increasing. You operate in expanding industries 
whose future prospects appear very favourable. 
Your shares are easily marketable. Even if your 
dividend policies are somewhat conservative, this 
is not so important, because being “growth” 
companies the rising values of equities, taking the 
good years with the bad, are a first-class hedge 
against inflation. Other things being equal, you 
make us feel fairly confident about the future, 
For such reasons we pay a price for your assets 
far above their current values.' 


Stern language is reserved for other companies. 


"We treat you with caution because you suffer 
from some or all of the following ills. You operate 
in backward industries. Your profit and dividend 


* [n the nine years, 1948 to 1956, m financing of gross 
investment by companies was in £ million: 
£ 
d Gross fixed capital formation at home 6,591 
Value of physical increase in stocks and : 


work in progress 1,433 





£8,024. 
£2,614 


(Derived from Table 47 of the 1957 National Income and. 
Expenditure Blue Book.) 


(3) Net acquisition of one assets pius net 
Overseas investment . 


| 
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' records are irregular. The market for your shares is 
^. limited. You trade in politically dangerous areas. .. . 
| . Your shares do not protect us sufficiently against 
' inflation. The result is you are worth more to us 
i dead than alive.'! 
' Such companies are in the invidious position 
| where, to attract funds, they must produce profits 
sufficient to cover the high yields of their shares. 
Further, in raising capital they may have to offer 
concessionary terms involving a watering-down of 
' their capital structure. Clearly, they are at a dis- 
‘advantage compared with, say, ‘blue chip’ compan- 
‘ies which on the whole tend to finance their own 
| ‘expansion while any assistance they may require 
| | from the stock-market is usually given willingly. 
1 See “Assets at a Discount’ in the Investors Chronicle, 
, September 27th, 1957. 
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Conclusions 


It has been suggested in this article that a régime ` 
of heavy income tax and the inflation accompany- 
ing it has led to the distortion of share values; 
that this situation has severely undermined the 
efficiency of the stock-market as a supplier of 
goodwil; that as a consequence the market 
discriminates in favour of the larger companies 
such as 'blue chips' to the disadvantage of 
smaller, less fortunately placed ones. 

A question remains to be asked. Heavy taxation 
of companies is likely to continue as an out- 
standing method of maintaining the Welfare 
State. If the Welfare State is to stay, what is to 
be the contribution of the stock-market to the 
most economical use of capital? 


Take-over Bids 


A POSSIBLE SOURCE OF PROFITS FOR DIRECTORS 


N view of the attention which for some time 
| @ has been centred in the financial world on 
| the subject of take-over bids, it may be of 
| interest to refer to one source of directors' profits 
'in such transactions which is stil] flowing and 
i has not been dammed up by legislation. 

In the 1948 Companies Act there are certain 

provisions, recommended originally by the Cohen 

| Committee on Company Law Amendment, 

: which are intended to safeguard the interests of 

, the shareholders as distinct from the directors. 

! These may be found in Sections 191 to 194 and 

| | deal in the main with the question of induce- 

| ments which might sway the minds of directors 

to support a take-over bid which would be good 

| for them, but not so good for the shareholders. 

| The provisions are concerned chiefly with pro- 

, posals to compensate directors for loss of office 

or on retirement, and require full disclosure of 

~: these proposals to the shareholders of the com- 

| pany at the time the take-over offer 1s sent out. 

| Without such disclosure and shareholders’ ap- 

| proval all such payments are unlawful and must 
. be accounted for to the company. 

i 


| by J. C. ARNOLD 
| 
| 


| Cohen Committee's Comment 

, But there is one form of potential profit to 
directors flowing from such transactions which 
has not been. stemmed, although it was stigma- 
tized in the report of the Cohen Committee as 
inequitable. In paragraph 86 of the report, a 


reference was made to the profits that directors of 
a company may make from their advance know- 
ledge of transactions which the company may be 
about to undertake. By the decision in the well- 
known case of Percival v. Wright ([1902] 2 Ch. 
421), it was held that where the directors of a 
company, having confidential knowledge of some 
transaction affecting the whole existence of a 
company, purchase shares from other members 
of the company who do not know of it, there is 
nothing colourable in the transaction and the 
directors are entitled to the profits derived from 
a rise in the value of shares which they alone were 
able to foresee. Here 1s what the Cohen Report 
had to say of such transactions: 

"Whenever directors buy or sell shares of the 
company of which they are directors, they must 
normally have more information than the other 
party to the transaction, and it would be unreason- 
able to suggest that they were thereby debarred 
from such transactions, but the position is different 
when they act not on their general knowledge but 
on a particular piece of information known to 
them and not at the time known to the general 
body of shareholders, e.g. the impending con- 
clusion of a favourable contract or the intention 
of the board to recommend an increased dividend. 
In such a case it is clearly improper for the 
directors to act on this inside knowledge.' 

: In Percival v. Wright, the action was to set 
aside the sale of shares to the directors of a com- 
pany who knew that an offer had been made to 
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take over the whole undertaking of the com- 
pany at a price which was likely to make the 
shares rise in value. The owners of the shares 
did not know of this at the time when the con- 
tract of sale of the shares to the directors was 
concluded. This is a perfect example of a trans- 
action which the Cohen Committee condemned 
but in the 1948 Act no effective power was taken 
to deal with it. Professor Gower, in the second 
edition of his book on company law, in the very 
able section devoted to take-over bids, has 
singled out this position for special note. But with 
all due respect, the fact that no attempt was made 
in the 1948 Act to reverse the decision in Perctval 
v. Wright, may well be taken as supporting the 
view that profits which come to directors by 
virtue of their special knowledge are perfectly 
legitimate, and are not to be condemned either 
on moral or economic grounds. 


Directors' Dilemma 


Where 1s the line to be drawn? To assume that 
directors purchasing shares need not disclose the 
discovery of a new vein, or the prospect of a good 
dividend in the near future, but that so soon as 
negotiations to take over the undertaking are 
mooted an entirely new situation arises, would be 
. to place them in a most invidious position. They 
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could not buy or sell shares without disclosing 
negotiations, a premature disclosure of which 
might well be against the best interests of the 
company. 'l'his statement is a paraphrase of the 
words of the trial judge himself; there is no 
condemnation of the action of the directors in 
them; no hint that their conduct was unfair to 
anyone or to the company as a body. 'The ques- 
tion of morality was never mooted in the 
judgment. | 
. The position arising from the decision referred 
to is still good law. It is most pertinent to the 
forum of 'take-over bids', and directors must 
make up their minds about it themselves. If 
they buy shares under these conditions the sale 
is not likely to be upset. Of course, they must 
remember that under Section 195 of the Act of 
1948, a register of directors’ dealings in shares 
and stock must now be kept, and made open to 
inspection at certain times. The shareholders will 
sooner or later learn what has happened and may 
raise a furore about it, but so far as existing legal 
authority points they can do no more. 

The fact that in connection with the many 
take-over transactions of the past twelve months 
there have been few rumours of unfair profits 
having been made by directors is a great tribute 
to the general honesty and fairness which has 
governed these transactions. 


NORTH AMERICAN COMMENTARY—LXXXIX 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(Canada), 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, 
New York, F 
Review of Tax Policies 

N a situation of steeply-graduated tax rates 
IE individuals, Congress has, in the past, 

tried to solve the problem of tax reduction, 
states the editorial, by providing various special 
treatments for special types of income. Question- 
ing whether such special tax benefits are the most 
economical way of serving the desired social and 
economic purposes, the editorial calls for an 
objective study to determine the actual cost of 
these special provisions and their efficacy in 
achieving the desired ends. It urges that what is 
required today more than ever is an independent 
commission to review the whole tax structure, as 
the American Institute of Certified Public Ac- 
countants has been recommending for more than 
a decade. 


The Securities and Exchange Commission 
and Financial Reporting, 

Mr Andrew Barr, C.P.A., chief accountant of the 
Securities and Exchange Commission says that 
while the Commission has sufficient authority 
under the statutes to define accounting principles, 
it early adopted the policy of leaving, as far as 
possible, the determination of such principles to 
the profession, with reservation of the right to 
reject proposals which it considers contrary to 
principles of full and fair disclosure. 

Mr Barr suggests that there are now so many 
major differences between accounting for tax 
purposes and for corporate reporting, that it may 
be deemed of material significance to require a 
complete reconciliation between taxable income 
and reported income, and between tax charged 
to income and the tax liability on the balance 
sheet, to meet the standards of full and fair dis- 
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closure. On the general subject of disclosure he 
'asks if it is not time to reconsider whether some- 


ithing more than footnotes is necessary in regard. 


to such matters as depreciation, inventory valua- 
'tion, accounting for pensions and stock options. 


| Audits of Federal Credit Unions 
| Lhe credit union in the United States, like the 
| building society in Britain, is a co-operative 
thrift association of which there are now, accord- 
‘ing to Mr Arthur G. Hendricks, C.P.4., some 
' 16,000, half of them operating under federal 
_ charter. Mr Hendricks says that, while Govern- 
| ment auditors make periodic checks of federal 
, unions, the Government has no legal responsi- 
| bility for making complete audits. Projected 
legislation in 1957, which would have required 
,an independent audit for credit unions with 
' assets over $100,000, was defeated. The director 
of the Bureau of Federal Credit Unions will be 
| expected to encourage arrangements for an 
: adequate internal audit at least once a year and, 
| says Mr Hendricks, he will have power to require 
an independent audit by an individual or firm of 
certified public accountants, if a bill passed by 
Senate is finally approved by Congress. 
. In regard to credit unions of from $100,000 to 
| $500,000 assets, Mr Hendricks says that internal 
' control as such is not present to any great degree. 
| Probably one full-time employee will receive 
| 
| 


cash, maintain all records, make disbursements, 


, receive loan applications and perhaps even sign ` 


j cheques issued. Here, concludes Mr Hendricks, is 
an expanding field for certified public accountants. 


| Interpreting Reports for Management 
. Mr John W. LaFrance, c.p.a., makes an accusa- 
| tion which is probably particularly applicable to 
| North America. when he says that too many 
. accountants regard accounting as a method of 
| keeping records for the tax collector, or for other 

purposes having little or nothing to do with the 
| primary function of providing management with 
. a means of understanding and managing a busi- 

ness. He urges that accounting is itself a manage- 
| ment service and that the accountant's report 
should contain all the analysis of financial state- 
ments that management needs. 

Mr LaFrance stresses the value of regular 
' visits to each client during the year to keep in 
. touch with his particular needs. He makes the 
' point that too many accountants are rendering 
, management service without knowing it and are 
| making the mistake of sandwiching valuable sug- 
gestions in an audit report where they may be 
‘missed or ignored. This does not mean, he 
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warns, that there will not be times when the best 
advice to give a client will be that he should 
retain specialized management consultants. 


The Controller, | 
New York, F Ca 
Operations Research in Industry 
At a special conference of the American Manage- 
ment Association in Chicago, the results of a 
survey on the use of operations research in 
American industry were reported. Some 324 out 
of 631 companiés which responded to the survey 
said they are now using operations research 
techniques, while 144 are considering their adop- 
tion. The average sizé of the OR group is 6'5 
persons and their predominating background is 
engineering (42:3 per cent) the next largest 
categories being mathematics (15-6 per cent) and 
statistics (11-4 per cent). Operations research is 
applied mostly on production problems but other 
large fields are sales and marketing and inven- 
tories, while a large proportion of companies 
attack long-range planning problems. | 
At the same conference Mr Walter W. Finké, 
president of Datamatic, a division of Minneapolis- 
Honeywell Regulator Co, warned against manage- 
ment's mania for facts and insatiable appetite for 
statistics. Management needs, he said, more 
pertinent data, such as can be supplied by elec- 
tronic computers in conjunction with such scien- 
tific methods of analysis as operations research. : 


The Canadian Chartered Accountant, 
Toronto, February. - 


. The Canadian Income Tax Appeal Board 


Canada's Income 'Tax Appeal Board is a Court of 
record, before which the taxpayer may inexpen- 
sively bring his appeal against any assessment. 
Mr Heward H. Stikeman, Q.C., says it has now 
been decided by the Eu Court of Canada 
that any appeal from the Appeal Board to itself 
will be a trial de novo. This will mean that 
whereas normally an appeal from one Court to 
another is permissible only on a point of law, in 
the case of appeals from the Income 'Tax Appeal 
Board a new case may be made before the Ex- 
chequer Court as if there had been no trial in 
the lower Court. It would be a great pity, says 
Mr Stikeman, if a tendency were to develop for 
most of the larger cases to go to the Exchequer 
Court, for the Appeal Board has proved itself to 
be a Court in the finest tradition of the Canadian 
judiciary. It has contributed very largely.to that 
clarity and certainly sought by all taxpayers and 
has built up a Body of tax law which is purely 
Canadian. 
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The Use of Accounting Ratios 


by E. H. DAVISON, A.C.A. 


subject into some sort of framework. What 
accountants often forget, and for that matter 
many other people too, is that in whatever we do 
there must be some sort of an objective. It is better 
to know what your objective is before you start than 
to find out afterwards. ‘The ob- 
jective in this instance is to help TU ZES 
managers to become more effi- 
cient. 

We must therefore consider, 
to start with, to some extent the 
attributes of management. Of 
course, I am an accountant and 
therefore, prima facie, know no- - 
thing about management, but I 
have been observing managers 
and management for some thirty 
years, not, I hope, without ad- 
vantage. In the opinion of many 
managers, accounts are made 
difficult by accountants in order 
to confuse the uninitiated, and 
there is some truth in that; but 
it is a mistake to think that any. 
man who knows his business can 
.for himself put down all the 
figures and get all the informa- 
tion he wants very quickly in- 
deed, without recourse to an 
expert. While the point is per- 
haps put in an exaggerated man- 
ner it is not wholly wide of the 
mark; many managers do think figures are easy to 
get at, easy to prepare, and in fact easily made to 
point to any conclusion. For that reason managers 
are inclined perhaps more to misuse figures than to 
use them, and I have no doubt that you will have 
the same experience as myself when presenting state- 
ments to management in finding that very often 
more attention is paid to the form of the figures and 
the way that they are drawn up, as to the number of 
columns and the number of places of decimals if 
any, rather than to the content of the document and 
the useful information that can be extracted from it. 


|: discussing financial ratios we have to put the 


Financial Education of Managers 


This brings us to the necessity of the financial 
education of managers, and that is our responsibility. 
We are very bad salesmen for our own wares; I think 
it is true to say that the financial and accounting 
education of management in this country is in 
The substance of a lecture delivered at the residential course 
on management accounting of the Liverpool Society of 
Chartered Accountants and the Merseyside Productivity 
Association on February 8th, 1958. 





general weak, and that many of our economic 
troubles spring from that cause. We are weak by 
comparison with, for instance, the United States, 
where even if the manager has no experience in 
figures, he at least pretends to it and can use the 
vocabulary. Here I am afraid there is the opposite 
attitude, with the upsurge in 
importance of the sciences, by 
which I mean chemistry, physics 
and engineering. It 1s fashion- 
able to say, ‘Of course, I don’t 
understand accounts. I don’t 
understand figures, and I don’t 
need them.’ If not that, then, 
‘Of course, this is all very ele- 
mentary; I know all that — you 
needn’t tell me about it.’ It is 
essential that management in 
this country should be better 
educated in the use of figures 
and in their appreciation, and 
that 1s a job for us as members 
of the - now much larger - In- 
stitute of Chartered Accountants, 

This leads to another thing, 
that is the superfluity of account- 
ing information; management 
generally is bombarded with 
figures, more and more with the 
mechanization of accounting. It 
is becoming more and more 
the job of the man running the 
department which produces the 
figures to see that his machinery is sflectively and 
fully employed. This sounds like an exaggeration, 
but it is literally true; one of the dangers we must 
guard against in the increasing mechanization of 
book-keeping and the introduction of electronic 
machinery, is the production of information merely 
because it is easily produced. One of the accountant’s 
functions is the right selection of figures. We with 
our background tend to think that all figures are 
useful. Nothing could be less true; we must be careful 
in. selection. It is quite astonishing how few figures 
are genuinely useful to the management which 
requires to use them, but these few are quite essential, 

In selecting figures, we have now had for some 
years — though it is still comparatively new to us— 
the accounting machinery by which to survey the 
activities of the business and select those activities, 
the efficiency of which is going to be a pointer to the 
efficiency of the organization as a whole. We are able 
to decide where to put checks, we can select cost 
points, we can set up standards, but while we can 
do these things internally, and judge the efficiency 
with which the business is conducted by reference to 
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those standards, they still leave open the questions; 
‘Are those standards right? Could we do better? Or, 
lare we setting ourselves a target which is too far off 
or too small? It is to answer questions of that sort 
that accounting ratios can be applied. It enables 
those within the business to decide broadly whether 
they are efficient by comparison and in competition 
with other businesses similar in character, size and 
geographical location. 





| The Framework 


: For this purpose the British Institute of Manage- 
ment some years ago set up a small committee. An 
ienormous amount has been said and written, and 
‘some even read, about accounting ratios for man 
ears, but the subject bad not been co-ordinated. 
| t was very difficult to find a way through the jungle 
of an almost unlimited number of possible ratios 
‘to decide how to approach the subject. This com- 
| mittee confined itself to comparatively limited terms 
, of reference somewhat on the following lines: ‘Let 
. us find out what the framework is within which the 
subject of ratios can be set up, and try in the first 
place to decide whether those ratios can in fact be 
made useful, and let us concentrate on this point.’ 
The comparison of accounting ratios can be useful, 
i and in some circumstances it can be a waste of time. 
It is for the individual, or an individual industry, or 
an individual practitioner for that matter, to decide 
| how useful figures of this kind can be. 
' "The framework of accounting ratios lies within 
the normal concept of double-entry book-keeping, 





Ges SEN statements fall within the two parts. 


| of accounts, that is the balance sheet, or static part, 
and the profit and loss account, or dynamic part, 
, and the subject was handled from the point of view 
; of seeing what use should be made of ratios in the 
| one part, and in the other part, and in the two parts 
' taken together. 

"Accounting ratios’ was the term used to comprise 
ratios of accounting figures — figures arrived at by 
the normal accounting process and we must be 
careful to underline that as accountants we must 
| never forget that there are many other ratios and 
. many other methods. Where, for instance, standard 

costs are in use for the purpose of controlling expense, 
; it may happen that the product flows through pipes. 
| "The manager can control that flow much more easily 
by looking at a dial and more quickly attack ineffi- 
; ciency in that way than he can with any form of 
| accounting or historical statement. He can do it 

much more quickly and he can do it much more 
. cheaply, and I nearly went so far as to say 'and he 
| can do it much more intelligently’. That illustrates 
my point that we must never forget that accounting 
ratios are not the only ratios used by managers. 


Classification of Accounting Ratios 


Accounting ratios, according to the British Institute of 
Management committee, could be split up into three 
parts, and they were given names, viz. balance sheet 
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ratios, that is, ratios between one item on the balanċe 
sheet and another, were called financial ratios; ratios 
between profit and loss account items were called 
expense ratios; and ratios between balance sheet and 
profit and loss account were called operating ratios. 
Working on that classification, the Committee pro- 
ceeded to examine what principles could be applied 
in calculating these ratios. 

The primary ratio, governing the rest, was felt 
to be the return on capital employed, and that 
obviously is a descriptive name which begs a large 
number of questions. First, of course, within the 
accounting profession, agreeable although we are 
amongst ourselves, we reach disagreement more 
easily than any other body of men on this earth, and 
particularly on the definition of capital. The account- 
ant is inclined to regard capital as being share capital, 
capital reserves, and so on. That concept of capital 
was soon discarded by the committee because it was 
totally inappropriate. By ‘capital’ they were forced 
to imply assets, net or gross as the case may be, but 
in any case assets which have to be listed and valued. 
When I say 'valued' I am using the word common 
amongst us but we are not, of course, valuers. When 
we put a figure in the balance sheet we are not truly 
valuing an asset, we are stating an asset in money 
terms. When, therefore, we talk about listing our 
capital we are merely stating real capital in niai 
terms. 


Return on Capital Employed 


We first come up against the problem of the valua- 
tion, or statement, of fixed assets, and we have to 
decide in which money terms they are to be repre- 
sented. Two problems arise: first the fact that during 
the war and since the war we have had a 'sliding 
currency', and, secondly, the facts that assets inevit- 
ably wear out. In considering return on capital 
employed it is easy to illustrate that only current 


money terms are applicable. 


A management would like to see a 20 per cent return 
and puts up a plant which costs {100,000 with work- 
ing capital £ 50,000, ise Eo 50,000 in all. Twenty 
per cent of this is £30,000. As time goes on, with infla- 
tion, the monetary expression of everything i increases, 
except, of course, of the £100,000 put into plant. 

After a few years, therefore, we may find the 
investment in historical terms at {100,000 for plant 
and £100,000 for working capital, making £200,000 
in all, and a return of perhaps £60,000, which is 30 per 
cent of the investment. As an indication of increased 
efficiency this is valueless since the return has no 
more than kept pace with inflation: a constant return 
of 20 per cent, viz. £40,000, while it gave the same 
return on historical value of the assets, would, in 
fact, reveal decreased efficiency, the return not having 
kept pace with inflation. 

The deduction of depreciation in arriving at 
capital invested vitiates comparisons in the same way 
but with added force. The original investment of 
£150,000 envisaged above will, if fixed assets are 
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allotted a depreciation life of ten years, become 
£100,000 after five years and only £50,000 after ten. 
The same return, that is £30,000, will therefore 
become 30 per cent after five years and 60 per cent 
after ten, and the fact that funds provided by depre- 
ciation are invested in other assets has no relevance 
to the comparison. 

Questions of stock valuation are very important 
and like all important accounting matters leave much 
that is in doubt. How many bases of stock valuation 
there are I do not know, but they must be almost as 
numerous as the number of businesses. The com- 


mittee therefore did not commit themselves on the. 


question of stock valuation except to make the 
obvious point that if comparisons are to be made, 
the basis of valuation should be uniform. Liquid 
assets present little difficulty but the question of 
creditors is more complex. ‘The expression ‘capital 
employed’ has a meaning only for the purpose for 
which the computation is made and, depending on 
the circumstances and the preservation of compar- 
ability, creditors may be deducted from capital 
employed or not deducted as the case may be. 
Certain creditors, e.g. debentures and long-term 
loans, are most usefully regarded as part of the ie a 
in the extreme case even a trade creditor who is 
lenient may well be regularly providing part of the 
capital on which the business is run. 

It is not difficult to assess liquid assets, though in 
many cases they may be excluded if they are not 
actually employed in business operations; debtors 
are simple to evaluate but asthe committee pointed 
out in its report, it may prove simpler and just as 
effective to omit both debtors and creditors, par- 
ticularly if they are similar in amount. It is basically 
the efficient management of fixed assets and stock 
which determines operational efficiency. 

On the question of the return itself, it was not felt 
n to do anything more than t that the 
net proftt (preferably before tax) as shown by the 
accounts could be described as the net return. In 
this connection it is perfectly proper to charge de- 
preciation as a cost of using plant even though de- 
preciation is not deducted in the statement of assets. 






Comparison Necessary 


Having established the primary ratio which E 
in the form of a percentage, some comparison with a 
similar percentage or percentages must be achieved 
if use is to be made of the figure. It is, of course, a 
purely notional figure and we must not mislead our- 
selves into believing that any accounting figure is a 
fact in itself — it merely reflects a fact. As a word 
of warning, do not be influenced by the establish- 
ment, by methods illustrated above, of a percentage 
return on capital wbich appears to be low; if it is 
low, the calculation will not necessarily be wrong. 
What is important is that the percentage should be 
as high as, and if possible higher than in similar 
businesses and that it should be increasing. A low 
figure is almost certain to emerge in the case of a 
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company with a considerable quantity of very old 
plant; while the accounting profit owing to the small 
charge for depreciation may be encouraging this will 
be for purely historical and inflationary reasons and 
will not reflect the contemporary efficiency of the 
business. 

Even if no comparison can be made with another 
business, most businesses have internally some 
standard of return at which to aim even if it is no 
more than to exceed the 6 per cent which can cur- 
rently be won on gilt-edged securities. Every indi- 
vidual has his own idea of a fair return and it is 
unnecessary for me to elaborate that point. 

The secondary ratios, financial, expense, and 
operating, are established in order to explain varia- 
tions in the primary ratio. This has no value to the 
management, unless from it they can be led to under- 
stand where there is room for improvement and the 
approximate scale of the improvement possible. 
The search for reasons can be conducted in a 
systematic way by examination of the various com- 
parisons in the fields of the three secondary ratios 
by comparing with other businesses or by comparing 
internal trends. 

It is unnecessary to point out that in different 
types of business, ratios will vary very widely; some 
having a large fixed investment by comparison with 
working capital, others a negligible fixed investment, 
some turning their capital over with comparative 
rapidity, others at a slow rate. 


The Accountant's Duty 
Whatever the differences between industries may 
be, however, there will be fairly typical patterns 
within an industry and broad conclusions can readily 
be drawn from them. These conclusions may be 
simple but it is often astonishing how many simple 


things are not realized by managers until they are 


told. After all, management covers a very wide field 
with technical, commercial, financial as well as 
pu problems. It is not easy for managers to 
eep an eye on all the financial points, simple though 
some may be, and it is important that on matters 
such as the turnover of stock or the comparison of 
stock and stores with fixed assets employed, anything 
needing remedial action is brought to their notice. 
It will most often be the accountant who draws the 
attention of management to the fact that stock is 
being turned over too slowly. The technical man and 
the salesman are concerned to see that they have 
enough; the accountant provides the balance by 
endeavouring to ensure that the company does not 
over-invest. The difficult question is to decide with 
how little stock the business can be run; this is at 
the heart of the problem of stock control. The 
accountant's comparisons will point the way but the 
accountant can rarely provide the solution. Opera- 


tional research can, by mathematical techniques, work 


out an answer but in default of an operational research 
department the decision regarding the level of stock 


devolves on the general management. 
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Much useful information can be derived from a 
review of the position of liquid assets in relation not 
only to existing investment in fixed assets and stock 
but also in relation to commitmerts and planned 
expenditure. At this present time it would p 
be wise to put some stress on adequate liquidity; 


| it is unnecessary, I have no doubt, to point this out 
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to accountants, but many of you are managers and 
you may have to consider your liquid position dis- 
passionately and as a consequence forgo some 
cherished schemes. In my opinion, many businesses 
in the next five or 80 will find out the value of 
an adequately liquid position: So far we have dis- 
cussed financial, that is balance sheet, ratios. 

Now we come to expense- or profit and loss 
account ~ ratios, and with many of these we are 


completely familiar. Tbe gross profit ratio to sales, 


for instance, but also such ratios as overhead rates, 
the relation between wages and business income, the 
comparison between conversion cost and business 
income, and the ratio of selling expenses to sales. 

The operating ratios include such accepted ratios 
as the rate of stock turnover, trade debts in relation 
to sales, liquid assets compared with cash turnover, 
and so on. 

It is necessary to repeat that such ratios have no 
absolute validity unless it is known whether the ratio 
for the business is good or bad by comparison with 
another business in the same trade, or by comparison 
with the performance at some other time. 


Exchange of Information 
In attempting to make comparisons between busi- 
nesses we come up against a difficulty ~ that is, a 
natural reluctance to impart confidential information 
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to third parties, especially when there is a possibility 
that the information might reach, and be used by, 
competitors. However, it is possible to marry the 
idea of secrecy with the benefits of comparison by 
the use of a trade association or perhaps individual 
firms of accountants, some of whom, in fact, carry 
out such comparisons on behalf of trade associations 
or other bodies. 

Much good can come from such comparisons; 
the general level of management in this country is 


‘perhaps not high enough -some is good, some is 


indifferent, and some undoubtedly is weak. Those 
who are-indifferent or bad probably do not know 


` that there is room for improvement; no doubt mis- 
‘takes are often put down to bad luck but it has been 


said that in business there is no bad luck, only bad 
judgment. Unless comparisons are made, often it can- 
not be known that there is room for improvement and 
that by various management means improvements can 
be made. The aim, as in so many exercises of this sort, 
is to bring the average level of national management 
up more nearly to the level of the most efficient 
businesses to the great benefit of the national 
economy. 

It is a task in which the Institute could help and 
legitimately endeavour to sell the services of its 
members who permeate practically every corner of 
the economy and have opportunities of propagatin 
these ideas, Particularly 18 it important in the mall 
businesses which form numerical such a vast 
majority of those in the country. Many of them work 
in a vacuum, have indistinct ideas of progress and 


. developments outside their own concerns, and have 


indeed little chance of acquiring information which 
"will enable them to improve their management in a 
purposeful manner. 





Weekly Notes. 


Irish Government Accounting 


N a written submission to the Minister of Finance 

of the Government of the Republic of Ireland on 
the eve of the Budget, to be presented next Wednes- 
day, the Association of Chambers of Commerce of 
Ireland makes a strong plea for a review of the 
exisung system of Government accounting. . 

The Association suggests that a system based on 
commercial accounting principles which took into 
account accrued income and outstanding tax pay- 
ments, would give not only a more accurate compari- 


Son of the yield from each tax, but also a more. 


reliable indication of the respective contributions of 
tax and non-tax revenue. As regards expenditure, thé 


inclusion of accrued expenses, depreciation and 
interest charges and adjustment for stocks brought 
and carried forward, would provide a more realistic 
record of the true spending of each department. The 
Association also recommends that a balance sheet, 
prepared on proper commercial lines, should form 
an essential part of the Government's financial 
accounts. ‘This document would contain full parti- 
culars of the State's liabilities, both actual and 
contingent, and assets and would indicate, in parti- 
cular, those assets with book values in excess of their 
actual worth. 

Among other matters commented on in the 
submission are the continued increase in Government 
expenditure, the persistent practice of deficit budget- 
ing,and the serious growth of State indebtedness all of 
which are interrelated. In the past seven years, 
Government expenditure on capital and current 
accounts has risen by over go per cent, from £994 
million in 1950-51, to £155°3 million in 1956-57. 
Over that period, the aggregate deficit was {216 
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million which had to be made up out of public 
borrowings. It is the well-founded contention of the 
Association that the ever-growing volume and 
complexity of these figures are disclosing the in- 
adequacies of the present ‘cash-basis’ system of 
Government accounting. 

For many years in these columns we have advo- 
cated similar reforms in the United Kingdom where 
the broad pattern of the nation’s accounts, as pre- 
sented at .Westminster, has remained unchanged in 
. any essential particular for nearly a century. During 
that time, accountancy has evolved from a routine 


to a science, but adequate recognition by Parliament | 


of the advantages which modern accounting tech- 
niques have to offer has so far been withheld. We 


hope that the splendid efforts of the Association of: 


Chambers of Commerce of Ireland to foster a more 
enlightened: policy of national accounting in that 
country will meet with success. 


New Member of the Council of the Institute 


R G. T. E. CHAMBERLAIN, F.c.a., a partner 

in the firm of Baker Bros., Halford & Co, 
Chartered Accountants, of Leicester, was elected a 
member of the Council 
of The Institute of 
Chartered Accountants 
in England and Wales 
at the meeting of the 
Council held on April 
2nd. Mr Chamberlain's 


the report of the Coun- 


issue, was to fil the 
vacancy which had 
arisen due to the resig- 
nation of Mr E. 
Corton, F.C.A., On ac- 
count of ill health. 

Mr Chamberlain was articled in 1920 to the late 
Mr Joseph Henry Baker, the then senior partner in 
Baker Bros., Halford & Co. He was admitted an 
Associate of the Institute in 1926 and became a 
partner in his present firm in January 1931; he was 
elected to Fellowship in 1943. 

Mr Chamberlain served on the committee of 
The Leicestershire and Northamptonshire Society of 
Chartered Accountants from 1935-50 and was 
President for the year 1045 49. He was President of 
the Students' Society from 1952-55 and has been 
Vice-President since then. 





Efficiency in Smaller Businesses 


JA ORE with the above title, just produced 
by a sub-committee .of the professional ` and 
financial section of the Edinburgh Junior Chamber 
of Commerce and Manufactures,! was written 
expressly for proprietors who take the responsibility 
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for all or most of the administrative and executive 
functions of their businesses and for members of 
other professions who may be called upon to advise 
such proprietors. 'The text is divided into ten sections, 
the chief of which deal with marketing, financial 
planning and control, accounting and costing and 
staff training and welfare. 

The language of the report is uninspired and there 
are a number of wild and woolly generalizations — 
one is that a really successful antique dealer probably 
looks as though he has never sold anything or dusted 
his showroom ~ but, keeping in mind that the first 
need of those for whom it is intended is practical 
guidance on how to run their businesses efficiently 
and profitably, it may be said that the main points 
are made with adequate emphasis. These include the 
importance of hard work, initiative and forward 
planning so that an organization in which authority 
can be delegated with complete confidence may, in 
time, be built up. , 


Voice of Restraint? 


HILE pressing on with a demand for an 

increase in the wages of the majority of the 
members of the Union of Shop, Distributive and 
Allied Workers, Mr Alan Birch indicated at the 
union's delegate conference the week-end before last, 
that U.S.D.A.W. might be prepared to accept wage 
restraint - on two conditions. The first of these is 
that a Labour Government is in power to run a con- 
trolled economy and secondly that such a controlled 


"economy results in higher real earnings through in- 


creased productivity and increased social services. 
Mr Birch made it quite clear that he would have 
nothing to do with wage restraint as such with the 
present Government. His remarks are, of course, of 
particular interest in a wider context since he is 
chairman of the Economic Committee of the Trades 
Union Congress. A hint from the chairman of this 
committee on co-operation between the unions and a 
future Labour Government on the suspension of 
some aspects of collective bargaining suggests that 
the efforts of the Labour Party to come to some 
understanding with the big unions in advance of the 


| next General Election has not been entirely abortive. 


Those on the trade union side who accept Mr 
Birch's view consider that wage demands are neces- 
sary at present because the Government's policy. 
raises prices and lowers the standard of living. It is 
not easy to see how this view is reconciled with the 
attack on the Government which is liable to come 
from the same source that official policy created 
lower prices and unemployment. Only the United 
States has been able to achieve the remarkable com- 
bination of rising prices and rising unemployment. 

There are some. powerful trade unionists, however, 
who are at the moment heavily committed to a policy 
of no restraint and it is by no means certain as yet 
that they would follow Mr "Birch's lead, tentative and 
circumspect as it may be, For the big unions to forgo 
the right of collective bargaining is to remove one of 
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| the basic reasons for their existence. It may well be 


| 
| 


| 


, true that organized labour is now a kind of fourth 


estate which no longer depends for its existence on 
its ability to get more money for its members. Many 


trade unionists will view with suspicion, however, 
any attempt to remove collective bargaining in 
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| | exchange for vague promises about the Government's 
| intentions irrespective of that Government's political 
colaur. 


Critical Meetings on the Free 'Trade 
Area 


T long last West Germany is due to make its 
views known on the future of the free trade área. 
Meetings have taken place in Paris and London this 
week at which German Ministers have expressed 
their views on the British attitude and the French 
counter-proposals for the free trade area. Last week 


| 
| 
| 
| 
| 
| 
| 
| 
| the Ministers of the European Economic Community 
| 


Undisclosed Reserves 


O investment trust companies under the same 
management have recently announced issues of 
capital by way of capitalization of reserves. The two 
companies are Stockholders Investment Trust Ltd 


We reprint the former’s accounts this week. 

Both companies in this manner are doubling their 

issued ordinary capital, ‘Stockholders’ capitalizing 
£600,000 and ‘Scottish’ £480,000. The reserve to be 
capitalized in each case, state the companies’ 
announcements, is the capital reserve. The interesting 
point, however, is that neither company had any 
capital reserve, so described, in its 1957 balance sheet. 
What is happening is that the amounts needed for 
the capitalizations are being taken from an undis- 
closed amount of ‘Balance of net surplus on disposals’ 
stated by way of deduction from the investments 
total, put into capital reserve and then taken out again 
for credit to the ordinary stock capital account. And 
there we think is a matter that requires serious 
thought. 
. These two companies are not the only ones that 
have capitalized from undisclosed amounts; main- 
tenance of realization profits undisclosed under 
investments is comparatively common, though not 
universal. Obscure accounting practice, however, 
can never be justified by claiming that it is the 
‘custom of the trade’. 


Investment Values 


The Eighth Schedule of the Companies Act in this 
respect provides scope for wide discussion. Basically, 
fixed assets are shown at cost, less depreciation. But 
when: we are dealing with investments, market vane 
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and Scottish Stockholders Investment Trust Ltd.. | 
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held a meeting and they are more or less committed 
to trying to circulate an agreed approach to the 
problem by April 22nd. Since the undertaking con- 
sists of no more than a ‘promise to try’, it will be easy 
enough to get a time extension if need be. At the 
moment the O.E.E.C. committee on the free trade 
area is due to meet at the beginning of May to con- 
sider the whole problem further. 

For the moment, the over-simplified version of the 
free trade area impasse as a head-on clash between 
the French and British points of view has place, 
in France at least, to a realization that France may 
isolate herself if she is not prepared to make con- 
cessions. The feeling is growing on the Continent, 
however, that the free trade area has little prospect 
of coming to life unless the British also make con- 
cessions — especially about imperial preference. This 
is hkely to be the tenor of the German proposals this 
week. 


Finance and Commerce 


must be stated if it differs from cost, and where 
market value is stated, clause 5 (1) does not apply. 
But when profits are made on the sale of investments, 
may these profits justifiably be kept secret? Is it right 
that a secret balance of net surplus on disposals 
should be maintained behind the main investment 
item and drawn on by transfer to capital reserve, as ` 
and when directors consider it an appropriate time 
to issue shares by way of capitalization of reserves? 

Presumably the investment trust view is that it is 
hardly necessary to show investments at cost, less 
amounts written off, and after deducting the balance 
of net surplus on disposals when the current valuation 
of the investments is very substantially in excess of 
the figure stated. 

The market valuation of investments admittedly 
can show substantial movement, up and down; there 
may be a 7 per cent Bank rate, a bomb explosion, a 
change in purchase tax, and there is a market slump 
which can knock millions off stock exchange valua- 
tions. Naturally, therefore, prudence suggests that 
the changing value of stock exchange investment from 
day to day should be kept well in mind. 


Beyond the Act 


But we are dealing now not with the question of . 
whether this or that policy in the handling of a port- 
folio of investments is right or wrong, but whether 
the results of the policy adopted should be concealed. 
It might also be asked: At what point of time do 
amounts transferred from investment realization 
ee to.the daylight of a published capital reserve 
ecome capital reserve? Did anything happen at the 
point of transfer to change the character of the 
amounts to capital reserve? And if no change took 
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CLASSIFICATION OF INVESTMENTS 
PERCENTAGES BASED ON VALUATION AT 3ist OCTOBER, 1957 
CHARACTER OF UNDERTAKINGS 
GEOGRAPHICAL DISTRIBUTION Seu rca TOTAL 
Public . ment rusts, 
Industrial Utilities Mining and Land and TOTAL 
? Munidpal | Property 
i. Great Britain 27-0 1-5 544 48-1 
: 2. British Commonwealth (excluding |] and 3) 7 8 BA 10-6 
3. Canada 8:2 H-O 15-6 19-7 
Q4, USA... 6:8 3 20-2 20-2 
5, E]sewhera  .. $3 vs 6 — 3 2 HI [:4 
To sa | tooo Us 
Total 1956 47-6 24-0 &5 54 6:5 6:5 32 100-0 
DENOMINATIONS OF SECURITIES 
1957 1956 
Bonds, Debentures, Debenture Stocks and Notes is 7-5 79 
Preference and Preferred Ordinary Stocks and Shares .. 3-9 4-2 
Ordinary and Daferred Ordinary Stocks and Shares 88-6 87-9 
100-0 100-0 
RECORD OF EARNINGS AND ASSETS 
Preference Ordinary 
Year to Total d fie Taxation Stock Avallable Stock Dividend Market Total 
Ziler Oct. Gross and interest Dividend for Ordinary Amount Rate Value of Net 
income n š 3 ess INS Investments Assets 
1948 95,462 37,583 25,022 2,375 20,482 6,600 1,957 ,982 
1949 ,097 6,492 27,027 12,375 20,203 8,250 5 1,976 2,013 
1950 110,619 35,453 34,438 12,375 28,353 12,375 7t 2,476 
1951 ,402 ,278 56,176 11,813 ,135 15,750 10 2,711 
1952 159,358 37,527 ,393 11,813 43,625 050- i4 2,593 2,598 
[953 172,501 37,761 77,095 12,375 45,270 28,050 17 2,804 2,818 
1954 185,296 37,133 75 12,375 58,513 33,000 20 3,725 3,724 
i955 225,299 45,162 93,622 20,700 ,8i5 ,850 i3* 4,714 ,683 
1956 263,526 79 114,513 20,700 84,934 55.200 16 4,842 4,883 
1957 1 49,018 127,306 20,700 104,263 65,550 19 A722 4,709 


During the ten-year period shown above thare have been certain changes ín the amount of Debenture Stock outstanding and In the (rates of Interest 
payable thereon. Of these the most Important was tha issue in December 1954 of £167,000 34% Debenture Stock 1980/85. 


* in January 1955, 300,000 Ordina 
Preference £1 Shares from a capl 


£i Shares were issued at par to Ordinary Stockholders who also recelved e distribution of 300,000 44% Cumulative 
ization of reserves. Both issues were in che ratio of one Share for every £1 Ordinary Stock held. 





place, were these amounts capital reserves, the extent 
of which is undisclosed? 

Apart from such considerations, however, there is 
the larger issue of giving the maximum information 
in company accounts. The revolution in the form of 
published accounts during the past thirty years which 
we have been able to encourage and record in this 
column has not come about through invoking the 
requirements of the law. And great disservice will be 
done to the cause of continuing improvement in the 
form and informativeness of company accounts if the 
1948 Act is quoted whenever change is suggested. 

It would be a good thing if this question were 
considered in the light of the fullest provision of 
information. The next Áct might then embody the 
changes dictated by enlightened opinion. 


On Elephants 


IR ELDRED HITCHCOCK, chairman of Bird 

& Co (Africa) Ltd, whose contributions on the 

fauna of Africa are always welcomed in this column, 
* 


this year pays tribute to ‘our friend, the elephant’. 
The company, it appears, has had trouble with rogue 
elephants ~ no doubt a serious matter where sisal and 
tea- ing are concerned. Nevertheless, says Sir 
Eldred, elephants are ‘an essential part of the African 
ecology and without them the whole cycle of an 
life would be interrupted’. 

‘They clear the heavy African bush near water; 
make roads for themselves and others; and dig holes 
which other animals could not do and which other 
animals use. They have an infallible instinct for dis- 
covering water and without the elephant’s water- 
dowsing instincts, very few other African animals and 
birds could survive in the drier parts of the country.’ 


Unfortunately, unlike its Indian counterpart, the 
African elephant is rarely tameable and will not be 
put to work- an endemic disease of Africa, Sir 
Eldred comments. But to be able to find water in a 
place where, he says, water is more important than 
oil, gives the elephant a substantial weight in the 
balance of nature. 
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CITY NOTES 


OW that the Budget is out of theway the City can 

expect to see an expansion of stock-market busi- 
ness and also of new issue activity. The gilt-edged 
market is particularly concerned with the latter 
development and a series of colonial, county and 
corporation issues appears to be in the offing. 

New Zealand is said to need to borrow between 
£20 million and £25 million, while in the county 
borrowing queue Essex County Council is thought to 
be near the front for a £10 million operation. Among 
the corporations eager to make use of the market 1s 
Birmingham which needs {10 million, of which half 
will be required for the redemption of a maturing 3 
per cent stock. 

The Treasury itself is faced with the problem of 
funding the maturing 4 per cent Conversion stock of 
which {£676 million is outstanding. Government 
departments are thought to hold about half the stock 
having bought it against sales of recently issued 
longer dated securities. 

In industry the calls for new capital are sub- 
stantial. Associated Electrical Industries is expected to 
raise some £20 million and the Hawker Siddeley Group 
may require a similar amount. 

With a number of other smaller issues planned by 
widely differing industrial groups and with heavy 
calls still to be met on past new issues, in particular 
the Shell and British Petroleum offers, calls for new 
capital must make a considerable impression on 
post-Budget stock-market conditions. 
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RATES AND PRICES 
Closing prices, Wednesday, April 16th, 1958 


Bank Rate 
Sept. 17, 1953 38% Feb. 16, 1956 54% 
May 13, 1954 d Feb. 7, 1957 5% 
Jan. 27, 1955 34% Sept. 19, 1957 . 7% 
Feb, 24, 1955 44% Mar. 20, 1958 6% 
Treasury Bills 
Feb. 7 £6 18 329d% Mar. 14 £6 os 659d% 
Feb. 14 £6 os 10°5d% Mar. 21 £5 115 1°52d% 
Feb. a1 £s 195 5:52d9; Mar. 28 £5 105 764d% 
Feb. 28 £6 os 3:°28d% April 3 £5 8s 6:30d% 
Mar. 7 £6 os 5'10d95 April rr £5 6s 6:10d9$ 
Money Rates 
Day to day 4-54% Bank Bulls 
ya DE wk 2 months 51-5176 
tne Trade Bills 3 months 5 säi 
3 months . 6477% 4 months 515-5 d 
months 611—795 6 months 5 ks x 95 
months 64-7% 
Foreign Exchanges 
New York 2‘8i1}-# Frankfurt 11°734-4 
Montreal 2°734-t Milan 17451-3 
Amsterdam 10°61—"61 Oslo 20'0I 
Brussels 139:60—624 Paris 1181 
Copenhagen  19°354-4 Zurich 12°24 
Gilt-edged 
Consols 2494 soh ^ Funding4956o-9o  87x.d. 
Consols 4% 74% Savings 24% 64-67 Bois d, 
War Loan 3176 SS i Savings3% 55-65 87i 
Conversion 34% Savings 3% 60-70 774 
Conversion 34%, 1969 s Savings 396 65—75 7a 
Exchq'r 5176 1966 1008 T A 49 
Funding 3% 66-68 82 Treasury 34% 77-80 75 
Funding 3% 59-69 ^ 8oj Treasury 3176 79-81 74$ 
Funding 34% 99-04 71 Victory 4% 92 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does | 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Accounting for Inflation 


Str, - Your correspondent; Mr R. H. Parker, raises 
some very interesting points in his letter which 
appeared iu your issue of March 29th last. Perhaps 
you will allow me to make some comment on these. 

It is true that inflation (money income rising 
faster than real income) is not the only factor account- 
ing for changes in the value of real assets. All the 
economic factors affecting a particular business will 
operate whether or not the value of money is chang- 
ing. But replacement cost accounting is a valid 
technique whether or not money itself is a fixed yard- 
, stick of value, for its object is to define as profit what- 
ever is surplus to the maintenance intact of the value 
of capital assets and stock required to earn the profits 
of a particular enterprise. It does not follow that the 


inflationary (or deflationary) element alone-must be 
allowed for in adjusting profit, and therefore there is 
no need to isolate it. The problem is rather to decide 
whether such items as improved and more expensive 
machinery constitute replacement of, or addition to, 
capital. 

Nor is increase in net worth, defined as the dis- 
counted value of future net cash rece ipts, an entirely 
satisfactory measurement of profit For it implies 
that a ‘profit’ is only made when the rate at which: 
profit is earned 1s increasing. À continuing business 
that earns a steady profit will have a constant dis- 
counted value and thus à constant net worth through 
time. If profit is defined as the discounted increase 
in net worth then by this definition the business 
makes no profit at all, simply because it 1s maintain- 
ing an even momentum rather than accelerating. 

This is not to say that ‘discounted cash flow’ is not 
a valuable concept. The value of capital assets can be 
combined with the future cash flow to produce a 
discount rate that shows the true efficiency of the 
business (the marginal efficiency of its capital). And 
for this valuation of assets current replacement costs 
is more accurate than historical cost and is very far 


from irrelevant. Yours faithfully, 
Purley, Surrey. J.W.F OTHERINGHAM. 


Ld 






pensions' in your issue of March 29th, 
ys s generally, though wrongly, assumed that 

wer German subjects automatically lost their 
[4 nationality when they became naturalized 
itish subjects. It is respectfully submitted that this 
eral assumption i is correct, This view is not based 
e Nazi.decree of November 1941 which, asa 
ee of a foreign enemy State, is not 
gnized in English law, it is based on the provision 
5 of the German Nationality Act (Reich- 
in tsangehoerigkeitsgesetz), dated July 22nd, 
(3, W whereby a German subject who is not resident 
in Germany loses his German nationality if, at his 
own. request, he acquires another nationality. 
‘There is no reason to assume that this general 
S principle of German law should not be recognized 
by a British Court. Consequently, under Article IX 
the Double Taxation Convention between the 
nited Kingdom and Western Germany, naturalized 
British subjects receiving remittances froma German 
Government pension will be exempt from United 
- Kingdom tax on such remittances only if after being 
naturalized they have re-acquired German nationality 
rend thus have dual nationality. 
| Yours faithfully, 

London, Wr. 


W. B. P. HOLT. 
[Mr Max Englard writes: The German Nationality 
ct, 1913, has not been overlooked. This has, however, 
no application in the cases dealt with in the article 
SS or the following reasons: 
- (1) At the time when German Jewish subjects 
ud became naturalized, viz. generally after 1941, 
they were deprived of their German nationality 
— by the decree of November 1941, which was 
_. (and still is) in force. Hence they were then, 
« according to German law, not German. subjects, 
es S and thus not within Section 25 of the German 
- vs Nationality Act, 1913; 
"Get As stated in the article, by Article II (3) of the 
S Double Taxation Convention the question of 
-nationality has to be interpreted according to 
` English law. It can, therefore, be assumed that 
the Loewenthal case would be followed. In that 
"case the identical issue arose. Loewenthal was a 
‘naturalized British subject of Jewish faith having 
ritish nationality after 1941. He was 
> have lost his German nationality, 
rh supports the view expressed in (1). (See 
“th stated in the judgment of Romer, J., 
roa] 1 All E.R., at page 296)).] 





















































































Valuation of Commercial Goodwill 

IR, - Mr Kenneth Most, in his very interesting 

k cle on "The valuation of commercial goodwill' in 

ecountant of March 1st, instances two busi- 
. with net assets of £5,000; and B. with net 

€ ,000, both having annual profits of 


g ive e effect to the fact that business B. 
capital: security perhaps it would be 





Englard, i | in his le on “Taxation i 







ppropria | 

assets cad ihe goodwill in tl formula 
Société Fiduciaire de France. “The S 
to the net assets would. be considera D 


that for the more risky investme 


Taking c, as the rate of inter 
and c, that for the goodwill, 2 he basi 


Gan sl - would then become: 
a Ge B Bagi 
(Incidentally, I think a printing ‘error has crept 
into the formula for the total value of the busine 
given in the article, at page 251. Tes correct t form Ha 


orum a TP ~ m 
Yours faithfully, | S s 
V. H. E GREEN. 

























would appear to be: T— 


Hildenborough, Kent. 
[We regret the error mentioned by our Steg 2 Gë, 3 
and are grateful to him for bringing i it to notice A 
Editor.] n 






Marginal Costing and the Relleuya - 


Sig, -When Mr J. H. Brebner, on behalf of de 
British Transport Commission (April sthissue), rejects 
as ‘totally wrong etc.’ the costing principles pro- 
pounded in Mr E. L. Kenworthy's recent article =- 
(March 15th issue) dealing with unremunerative — 
railway services, I suggest he may have jumped ou 
of the proverbial frying pan into the firel ` 4 
During February of this year the Central Trans- oce 
port Consultative Committee published. their report ` 
(H.M.S.O., price 2s net) in connection with the | 
public inquiry into the proposal by British Railways 
to withdraw the passenger train service between 
East Grinstead and Lewes. The committee do not — 
believe that it can be asserted with confidence that ` 
more than £33,000 will actually be saved as a result ` — 
of closing the lines compared with the £59,000 per _ 
annum claimed by the British Transport Commission 
The Central Transport Consultative Committ 
state that they were impressed by that part of th 
objectors’ case which was based upon doubts as too 
the reliability of the costing formulae used by British | TuS 
Railways to prove the economies which were e d 
to result from closure. In arriving at running costs, . 
general averages for the whole of Southern Reg 
were applied to major items of expenditure 
complete disregard of local conditions, with ` 
result that the committee were satisfied that such 
application of the averages exaggerated 
pated savings. Moreover, the committee 
the calculations relating to interes 
unreal, for interest on non-existent sin 
was also included in the. figure - fo alle 
reduction in expenditure. 
a I therefore conclude, sir, by saying 
I am fully aware that the British -Transpor b: 
mission. are pg i in | the t national 1 interest te 






























expense by EE E their services, T hop e th A 
will accept and carry out the n di s made 
by the Central Transport Consultative Committee ` 
xd the above-mentioned report, and that although Mr 
Brebner may not feel able to agree with my criticism 
of the indiscriminatory accountancy methods exposed, 


i fostering of the rail principle of transport. ` 
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he does appreciate thes sincerity of my motives the l 


Yours faithfully, e: 
G. E. GILL, eru 
Hon. Publicity Officer, 
THe RAILWAY DEVELOPMENT ASSOCIATION, 


Birmingham. 


LONDON CERTIFIED ACCOUNTANTS’ 
DINNER AND DANCE 


The annual dinner and dance of the London and 
District Society of Certified and Corporate Account- 
ants was held on Friday of last week, at The May Fair 
Hotel, London. 

The President of the Society, Mr F. H. C. Betts, 
F.A.C.C.A., presided, and with Mrs Betts, Mr A. C. S. 
Meynell, F.a.c.c.a., President of the Association of 
Certified and Corporate Accountants, and Mrs 
Meynell, received the 200 members and guests who 
attended. Among those present were Mr E. Kenneth 
Wright, M.A., F.C.A., Chairman of the London and 
District Soctety of Chartered Accountants, and Mrs 
Wright; Mr J. Cowen, cp, and Mrs Cowen, Mr 
J. B. S. Attwooll (H.M. Principal Inspector of Taxes 
(City 12)) and Mrs Attwooll; Mr R. C. Hetherington, 
F.C.LS. (Chairman, London and District Branch, 
Chartered Institute of Secretaries) and Mrs J. Good; 
Mr P. F. Hughes, F.c.1.s., ASAA. (Editor-in-Chief, 





‘The Accountant’) and Mrs Hughes; Mr J. C. Latham, 
D.L., F.A.C.C.A., F.S.A.A, (Director, Association of Certified 
and Corporate Accountants) and Mrs Latham; Mr F. 
Cameron Osbourn, M.B.E., B.A., LL.B. (Secretary, 
Association of Certified and Corporate Accountants) and 
Mrs Osbourn; Mr W. S. Stoby, F.c.w.a. (President, 
London and District Branch, Institute of Cost and Works 
Accountants) and Mrs Stoby; Mr E. T. Westmacott, 
F.A.C.C.A., F.C.1.8. (Hon. Secretary, London and District 
Society of Certified and Corporate Accountants) and 
Mrs Westmacott. 

The toast of “The Guests’ was proposed by the 
President of the Society and Mr E. Kenneth Wright 
responded. 

After dinner, dancing continued until midnight. 





Photographed below are (left to right): Mr 


Meynell, 
Mrs Meynell, Mrs Betts and Mr Betts. 


















dewa, Sides Riches George; A.C.A., 1958; (S. 1936); 
(Mannington & Hubbard), 48 Havelock Road, Hastings, 
and (Briant & Co), 2-3 Claremont, Hastings; also at 
Bexhill-on-Sea and Rye (Mannington & Hubbard). 
utin, Jack William; A. C.A., 1939; (J. W. Austin & Co), 


Bentley, Edgar; A.C.A., 1958; (S. 1939); (G. L. Hirst & 

_ Co), 8 Bond Street, Dewsbury. 

‘Bland, Eric Arthur, D.s.0.; A.C.A., 1948; (Bland, Fielden 

d Co), ir Sir Isaac's Walk, Colchester, and at London, 

-. Frinton-on-Sea and Witham. 

"Bond, Alan Martin; A.C.A., 1949; (Percy Mason & Co), 

i dd Queen Anne Street, Cavendish Square, London, Wi. 
Booth-Jones, Arthur Douglas; A.C.A., 1948; (Fox, Dawson 
& Co) 20 Havelock Road, Hastings, also at Lewes 

S ett Joy & Co). 

Brooks, Edward Hutchinson; A.C.A., 1958; (S. 1938); 

zz E. H. Brooks & Co), Stock Exchange Buildings, 4 

|. Norfolk Street, Manchester, 2. 

Browne, Ronald Bernard; A.C.A., 1958; (S. 1951); Victory 

.. House, Prospect Hill, Douglas, Isle of Man 

Burr, Bertram John; A. C A. 1958; (S. 1947); (Heal & Co), 

| Be The Broadway, Chesham, Bucks. 

Castle, Howard Charles; A. CA. 1938; (Wallace H. 

Castle & Sons), 121 Colmore Row, Birmingham, 3. 

Castle, John Leonard; A.C.A., 

- Sons), 121 Colmore Row, Birmingham 

Chapman, Alan Robert; A.C.A., ECH S. 1938); (John 
Mitchell & Co), Bank Chambers, 51 Grainger Street, 

. Newcastle upon Tyne, 1. 

Clayton, James Percival; A.C.A., 1953; (John Baker, Sons 

S Rey Cunard House, 88 Leadenhall Street, London, 











Calvin, John Anthony; A.C.A., 1951; (J. W. Davidson, . 


Cookson & Co), 515 Martins Bank Building, 6 Water 
.. Street, Liverpool, 2. 
Conway. Frank Edward Kenneth; A.C.A., 1958; (S. 1935); 
... (Sidney Foster & Sons), 24 Charlotte Street, Bristol, r. 
‘Crowhurst, Kenneth Bernard Stuart; A.C.A., 1947; (Hard, 
- Dowdy & Co), 39 King William Street,. London, EC4, 
|. and at Southend-on-Sea, 



















and (Sadow & Co), 40 Portland Place, London, Wr. 

Peter James; A.C.A., 1958; (S. 1949); (*Woodman, 

Wilkins), 31 Bedford R ow, London, WC1. 

yril Richard; A.C.A., 1929; 32 Athol Street, 

glas, Isle of Man. 

n, Ronald Maurice, R.D.; A.C.A., 1930; (Ronald M. 
r& C9) 66 Red Lion Street, "Holborn, Londen, 


' means year of tree to membership of the Society. 
gainst the name of a firm indicates that the firm, though 
t: wholly composed of members of the Institute, is com- 


r the other of the three Institutes of Chartered 

nts in Great Britain and Ireland. 

the name of a firm indicates that the firm is not 

:d of members of one or the other of the 
Chartered. Accountants in Great Britain 


"T | composed wholly of members 





Ss at Woodford (A. Kernon). I 
1940; (W Pi H. Castle & ` Knapper, Edward Frederick Nixon; AGA, 1958; (s. wm 


Lane, 


avis, Norman Harold; A.C.A., 1953; (Lane Heywood & i 






Gibson, Leslie Waite; A.C. A. SE D 
Atkinson), 24 Euston Road, ,Mercam 
and at Lancaster, 

Hackett, Percy Roland; A.C. A. De "938 
& Oliven, 18 Greenfield Crescent, Edg Sto 

am, I : 

Hague, Albert, J.P. A.C.A., 1958; (S. 192; A. Hague & 
Son), Bank Chambers, 7 South King. Street, Blackpool ` Wu 

Hague, John Leslie; A.C.A., 1949; (A. Hague & ER r^ 
Bank Chambers, 7 South King Street, Blackpool — _ 

Heal, Richard; A.C.A., 1958; (S. S am (Heal & Coh E p 
The Broadway, Chesham, Bucks. ME 

Hemmingfield, Norman Arthur; A.C.A., 1958; (S. 1939) S dum 
(Norman Hemmingfield & Co, 499 Glossop ` Road, 
Sheffield, 10. We UI 

Horne, Ralph; A.C.A., 1958; (S. 1951); (T. B. Rich, Bonk 

Hon Connaught "Chambers, 26 Park Road, St Annes- ne 
on-Sea SE 

Hos Samuel Kenneth; A.C.A., 1951; (Whitehead & —— E 

warth), Carlton Chambers, 327. Clifton Pues a Bee 
és Pius EM a um 

Howarth, William; A.C.A., 1958; (S. 1920); | (Whitehead & ` ` 
Howarth), Carlton Chambers, 327 Clifton ‘Drive, St vs 
Annes-on-Sea. | bp 

Johnson, William Allott; A.C.A., 1958; (S. 1921); (G. L. D 
Hirst & Co), 8 Bond Street, Dews Ge 

Kendall, Roy; S 1958; (S. resp 47 Park Square | 
Chambers, utet 

Kernon, Arthur; A. c. A. 1947; {Geoffrey Schofield & Co), C E 
Arundel House, 13 Arundel Street, London, WCz; aho — 




















1937); 10 Bridge Street, Christchurch, Han peer 
John Wallace; A.C.A., 1950; (Ralph "Pinto & Co), pum 
228—231 Gresham House, Old Broad Street, London, ECa2. p 
Laurence Leonard George; A.C.A., 1958; 6. 1931); 35 : 
Brabourne Rise, Beckenham, Kent. BIS 
Lyth, Leslie Hodgson; A. C.A., 1931; (Mannington & : 
Hubbard), 48 Havelock Road, Hastings, and (Briant & C; 
Co), 2-3 Claremont, Hastings; also at Bexhill-on-Sea | ood 
and Rye (Mannington & Hubbard). DUNG 
Mine Alan; A.C.A., 1958; (S. 1932) 14 Frodsham Street, EOE 
ester, E 
Moir, say ar: John; A.C.A., 1938; (Whitehill, Marsh, Doom 
Jackson & Co), Waterloo House, 20 Waterloo Street, ` ee 
Birriinghart, 2, and at London. SE S 
Montgomery, Thomas Desmond; A CA. 1951; (Shia m 
ton, Montgomery & Co), 63 High Street, Mamasan, il 
Wiltshire. po MEM 
Nichols, Frank Albert; A.C.A., 1958; (S. 1926); 103 Wil inge 0750 
don Road, Eastbourne. KON EE 
Nuttall, Cyril; A.C.A., 1958; (S. 1931); 19 ‘Rossall Road, CET 
Cleveleys, Blackpool. ae 
Owen, David Arthur; A.C.A., 1922; (D. A. Owen & Co), a 
21 The Parade, Leamington Spa. E 
Pedley, Thomas Kenneth Fitzgeorge; A.C. A., 1938; VR 
(S. 1941); (Pedley & Co), Trustee Chambers, High Stree 
Alfreton, Derbyshire, and at Ripley. doe 
Porter, Brian Robert; A.C.A., 1958; (S. 1923); (Mar 
& Hubbard), 48 Havelock Road, Hastin 
Bexhill-on-Sea and Rye. | 




























Powell, Charles Martin; A.C.A., 1958; Së 
(Chantry, Button & Co), Africa House, 
London, WC2. 


Reddaway, Jack; ACA, 1958; (5. 19 
Street, Exeter. gU int 
Rich, Kenneth Higham; 4 
Rich, Son & 
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^ at Westcliff-on-Sea (Harold Everett, Lesser & Co). 

ES oon Eric George William; A.C.A., 1958; (S. 1934); 
... (Eric G. W. Scott), 33 Victoria Avenue, Southend-on-Sea. 
Selier, John Boudewyn, 8.com.; A.C.A., 1952; (Dunn, Carey, 


` Campion Pyne & Co), and (Palethorpe & Co), 12 Bucking- 
“ham Street, Strand, London, WC2. 


‘Steward, Francis; A.C.A., 1951; (Ensor, Son & Goult), ` 
e 7 : 


| treet, Ipswich, and at 
OB elixstowe and Woodbridge. 


Storrey, Peter Arthur; A.C.A., 1952; 2 Park Row, Notting- 


Bury St Edmunds, 


Symonds, Henry McKenzie; A.C.A., 1958; (S. 1951) 
‘(Ashmole Edwards & Goskar), 8 Victoria Place, Haver- 
| fordwest, and at Ammanford, Carmarthen and Swansea, 








& Lo , St Pa ul's He , 61-63, St ` u 
ryman), den TES $ a John; ACA 1938; (John Mite 


Stanley: Ronald; A.C.A., 1953; (Harold Everett, - Williams, John Oliver Molyneux. M.B.E., 


ndon, WC2, and (Harold Everett, Folus & Co), GH 
A Amhurst Parade, Stamford Hill, London, N16; also ` 


: J eremy, Kenneth Augustus; A.C.A., 1936; (* Anus Lawtie, 









y, Thomas; A.C.A., 1935; (Grir 
3 Sat ‘Street, ‘South’ Bee e 











Chambers, 51 Grainger. Street, Neweast 





(S. 1953); (J. Wallace Williams. & SS 
Crescent, Cardiff. ^ 







(Not in England dnd Wale) - 


leremy & Co), and (*Peat, Marwick, Mitchell & Co), AES 
. Mansion House, Eliot Street (P.O. Box 612), Nairobi, ~~ 

Kenya Colony; also at Kampala ([fPeat, Marwick, 

Mitchell & Co). 

Admitted as Associates 
(Not in Practice) 

Bennington, David John, 63 Tring Avenue, Ealing, ` 

London, Ws. | 
Daniel, John Allan, 35 Oakfield Road, Newport, Mon. 
Midgen, Howard, 55 Park Road, Crouch End, London, N8. 
Price, Anthony Kemball, 81 Davigdor Road, Hove. 
Stead, Charles Edwin, with Newton, Armstrong & Co, 

33 Lawrence Lane, London, ECz. 


s Notes and Notices 


‘THE INSTITUTE’S SUMMER COURSE 
AT OXFORD | 


Members of The Institute of Chartered Accountants 

in England and Wales are reminded that April 30th, 
1958, is the closing date for applications to attend the 
: summer- course to be held at Christ Church and 
| Merton College, Oxford, next September, - 


Ae stated i in our February 1st issue, the course com- 
mences"on the afternoon of Thursday, September 4th, 
and disperses on ‘Tuesday, September oth. The titles 
and authors of the addresses to be given at the course 

carere 

" Shertcamings of the Companies Act, 1948', by Mr C. 

Romer-Lee, M.A., F.C.A. 
` "Work study and accountancy - the investigation, plan- 
- ning and control of industrial processes and business 
operations’, by Mr C. T. Gould, M.LE.E., A.M.I.P.E., 
s FGQ.LTECH. 
‘Some. taxation problems of particular interest in the 
smaller practice,’ by Mr B. R. Pollott, M.A., F.C.A. 
$n As in previous years, group EE and free 
exchange of views and experience will form an essen- 






provide for recreation and social activities. Application 
forms have been s sent to all members. 


PERSONAL. | 


| As Gantant. of 126 Bishopsgate, London, EC2, and else- 
. where, announce that they have admitted as partners 


. of the firm Mr LesLie J. Newey, a.c.a., and Mr 
.. KENNETH Neate HAWKINS, A.C.A., both of whom have 7 ave ibers I for 
oe . number of years, were admitted i into partnership on 
— .. April tst, 1958. | 

SO 1, DE Zonen & MACKENZIE, Char- SS 
Xf 468. India. eg Mater : 


- been members of the staff for a number of years. The 
ame of the firm will remain unchanged. 


feature of the course and the programme will. 


] Accountants, of 67 Watling Street, London, EC4, 


. WnurrwG & Co, Chartered Ac- Mr J. M. C. Lawson, F.C.A., after being connected 


.. Lawson, A.C.A.. and Mr. 





m d 10. > Bedford Street, Strand, WC2, ann 


Street, Liverpool, 2, announce that Mr Francis. | 
ALEXANDER NOBLE, A.C.A., who has been a member of 
their staff for many years, has been admitted to- 
partnership as from April 6th, 1958. 


Messrs TaPLEY, BowMAN & Co, Chartered Account- 
ants, announce that as from July ist, r958, their 
practice will be carried on under the name of PEAT, 
Marwick, MITCHELL & Co, Chartered Accountants, us 
at 22-24 Duke Street, Kingston, Jamaica, B.W.I., and ` e 
at 2 Market Street, Montego Bay. The resident m 
partners will be Mr WILLIAM BOWMAN, F.C.A., Mr.C. > 
Vincent May, A.C.A, Mr WILLIAM A. THWAITES, E 
A.C.A., and Mr RicHARD M. WINGFIELD, A.C.A. o 


Messrs PauL, Dowp & Co, Chartered Accountants, |. 
of 80-86 Lord Street, Liverpool, 2, announce that as 
from April tst, 1958, they have taken into partnership ` 
Mr WILLIAM. BAINBRIDGE, A.C.A., who has been — 
associated with the firm for many years. The name of 
the firm will remain unchanged. 


Messrs NICHOLSON, Fraser & Co, Chartered .. 
Accountants, of 14 Dartmouth Street, London, SW, . 
announce that Mr ARTHUR B. DALE, A.C.A., who has. . 
been associated with the firm for a number of years, 
has been admitted as a partner as from April 6th, 19 58. 













and 1o Lefebvre Street, Guernsey, C. I, annou 





with the firm for some forty-six years, retired. Note 
partnership on March. 31st, p958. His son, Mr A. E. 


MESSRS . Enwann- PW Baies & Co, of Aldi ! 


















































2 "o. T Chartered PA bana. ih hem 
ey een closely associated for the past ten years, 
nd that the practice will be carried on under the style 
f HaRoLD EvERETT, Wrerorp & Co, from Harford 
louse, 103 Great Portland Street, pem Wi. 
| ‘elephone: Langham 7684-7. 

[ESSRS HAROLD. puse WREFORD & Co, FEM 


Le 








| edes Battersea 0853. 


‘Messrs C. NEVILLE & Co, of Standard House, 52-54 
Gray's Inn Road, High Holborn, London, WC1, 
"announce that as from April 1st, 1958, they have 
admitted Mr P. A. BtGG, A.C.A., to the partnership. 


OBITUARY 
Sir Arthur Cutforth, C.B.E., F.C.A. 


Sir Russell Kettle writes: 

Nearly twenty years have passed since ill health 
brought to an. untimely end Arthur Cutforth’s pro- 
fessional life but there 
must be many of his day 
and generation to whom 
the brief announcement 
of his death in your last 
issue recalls memories of 
aloyaland warm-hearted 
friend unspoilt by suc- 
cess. 

Arthur Cutforth 
served his articles with 
the late Mr Wiliam 
Cash and after qualifying 
joined the staff of Messrs 
Deloitte, Plender, Grif- 
fiths & Co: his excep- 
tional ability and engag- 

ing personality soon 
him out as a future partner and he was 
ted a member of the firm in 1912. He quickly 
gh. reputation in the profession and took a 
art ir the activities of the Institute of which he 


| fe he was assiduous] in furthering the interests 
f the younger members and students and his lectures 


: x. and dese were Eeer His contri- 
‘to the literature of the profession included 
wn natn px oro works, such as dee 


of Ze? Wa in which he recalled, in a 


A very amusing manner, : some of the lighter episodes ot Si | 













his professional career. 


In the field of public service Arthur Cutforth’s SH 
business experience and organizing ability were - 
utilised by successive Governments. He was Account, 
ant Assessor to the Royal Commission on the Co 
Industry in 1925; a member of the Food Council in 
1932-38; Chairman of a Commiss iio 
report on the reorganization of the 
Schemes in Great Britain in 1935: 
sub-committee of the Committee of Impe 
concerned with the extraction of oil from. coal in 1937 ` | 
and a member of the Tithe Redemption Commission ` 
until 1938. He was High Sheriff of Hertfordshire in ` 
1937-38. He was created C.B.E, in 3926 and Enighted NUT 
in 1938. E 


Arthur Cutforth was the msd. confidant and We 
adviser of many clients who were attracted to him by . 
his high qualities as an accountant, by his keen _ 
intelligence and by his personality and character. He — 
brought to bear on his work an agile mind and a 
balanced judgement and his views, characterized by ` 
candour and fairness, commanded respect. His 
enforced retirement in 1938 was a severe blow to his - 
firm and a very real sense of personal loss was felt. by — 
his partners and the staff at 5 London Wall Buildir ings. ` 

In his younger days Arthur. Cutforth : was a keen | 
mountaineer, both in Switzerland and in his beloved ` ` 
Lake District, and he was no mean cricketer; he 
regarded playing the first ball of an over from F. WX 
Spofforth, the Australian ‘demon’ bowler. as one of ` 
the most anxious moments in his life. He was an 
accomplished pianist and knew the music and words 
of Gilbert & Sullivan's operas almost by heart. And ` 
his friends will not forget his Puckish sense of humour. 

He married in 1920 Alizon Margaret, daughter of ` 
William Farrer, who survives him. E had three 
sons and a daughter. 








Marquis G. Eaton, C PA. 


The news of the death on February 23rd, in San 
Antonio, Texas, of Mr Marquis G. Eaton, ¢.P.A., . 
President of the American Institute of Certified Public. Us 
Accountants in 1956-57, reported in the March issue — 
of The C.P.A. (New York), will have come as a great eee 
shock to the profession throughout the world. ee 
Mr Eaton became a member of the American ee 
Institute in 1931 and served on the executive com- 
mittee, the Trial Board and Council and acted as. 
chairman of the committee on regional conferences. - 
He was also a Past-President of the Texas Society of 
Certified Public Accountants, the Antonio Chapter of — 
the Society and the Southern States EE : 
Conference. "n 


He had for long taken a keen interest in the activities 
of the American Institute and in the development. 
the profession. He regarded the economics of accor 
ancy practice as being of first importance. and it 
during his presidency that the American Ins tu : 
project in this field was initiated. He led the Ameri 
Institute's delegation at the Seventh International ` 
Congress of Accountants in Amsterdam last September, ` 
at which he replied on behalf of the English-speaking ` 
delegations to the toast of "T'he guests from abroad’ at p 
the dinner for delegates. Lr Se 
















val Executive of Ethe. Liberal. Polus He i is a Së 


firm of John Wilsor 













t managing director of Ransome & Rapier Ltd. 


Richard Yeabsley, C.B. E. F.C.A., 
ed : | director of Johnson & Phillips Ltd. 











uS Mr F. H Howlett, A.C.A., has been ots. d secre- 
| tary of the aaen Tool and Case Hardening Co Ltd. 


EHE INSTITUTE OF CHARTERED 
 ACCOUNTANTS IN IRELAND 


MEETING OF THE COUNCIL 


E e of the Council of The Institute of Chartered 
"Accountants in Ireland was held in Dublin on 
"Thursday, March 27th. 


The President, Mr G. F. Klingner, was in the chair, and 
|o there were. also present Messrs James Walker, Vice- 
-< President, H. E. A. Addy, John Bacon, A. S. Boyd, G. E. 
l Cameron, Frank Cleland, M. M. Connor, A. E. Dawson, 
Jj. F. Dempsey, N. V. Hogan, John Love, R. E. McClure, 
OR. J- Neely, R. P. F. Olden, H. W. Robinson, D. McC. 
4. Watson, with the Secretary and the Joint Secretary and 
Treasurer i in attendance. 


Apologies for absence were submitted from Messrs 
| Mervyn Bell, Robert Bell, G. A. P. Bryan and James 
Graham. 
: Integration 
| Sixtéen members of The Society of Incorporated 
Accountants were admitted to membership of the 
-Institute as Associates under the terms of clause 2 of 
the scheme of integration, three of the new Associates 
| Being Sien elected to Fellowship. 


DAS | Fellowship 
ves The following Associates were elected to Fellowship: 
Matthew Kevin Brazil, Waterford. 


dward Vincent Hillan, Belfast. 
ames remm Gerard Hillan, Belfast. 













m ` Associateship in Practice 

lk wing Associates were admitted to practice: 
wn, Belfast. 

Belfast. . 

P Little, Belfast. 

soo Membership | 
ng candidates, who had passed the Final 


n nation of The Society of Incorporated Account- 
Së held dn November 19 S7 were admitted to 









e spend a period of Ss articles d in a inde 
d  izations were granted. D LE 


E s. c. “Tyrrell, F.C.W.A., has been appointed a INSTITUTE op MUNICIPAL TRE. 
has bin we 
e "The President of the Institute of Municipal Treasure 


ep "Tennant, a.c.a., controller of Rotax ` and Accountants, Mr W. O. Atkinson, C.B.E., County 


| ding) Li Lt a, y ged appointed to the board af the. -Treasurer of Middlesex, gave a dinner in the Membe 


. Room, House of Commons (by courtesy. of Alderman 


Giles, opp. James Scougal, Ernest Sinnott, G. 


j Sir Richard Yeabsley, C. B.E. 


= welcomed the guests and 
of the London Cou n 
= to the Preside: it 









AND ACCOUNTANTS 
PRESIDENT'S DINNER AT THE House op COMMON 












G. A. Pargiter, D.L., M.P.) on Thursday, April roth. _ 
The company of ‘ninety-four comprised Mr H 
McKinnon Wood, 0.B.E., J.P., Rt. Hon. the Chairman __ 
of the London County Council, the Rt. Hon. LA 
Johnson-Gilbert, c.B.g., Lord Provost of Edinburgh, 
Preses of the Convention of Royal Burghs of Scotland, __ 
and e 


Messrs Wm. Adams, John Ainsworth, M.B.E., Sir 
Frederick Alban, C.5E., LP, Mr W. B. Atkinson, Professor 
W. 'T. Baxter, Messrs F. Bentley, S.]. D. Berger, Mc, 
Alderman T. M. Bland, r.n., Messrs W. H. Boddington, _ 
James Borsay, A. T. Brown, Henry Brown, o. BE. y Akdorman 2 
W. M. Burns. D 


Alderman W. R. M. Chambers, C.B.E., J.P., Messrs L. F. ae 
Cheyney, G. P. Cornish, The Rt. Hon. Lord Cottesloe, TD 
Messrs I. M. Cowan, M.B.E., I. A. F. Craig, ogg, Jeo 
Crossland, Norman Crump, Sir Charles Cunningham, us 
K.B.E., C.B., C.V.O. ee 


Messe W. L. Dacey, Richard Davis, A. G. Dawtry, © 
M.B.E, T.D, Norman Doodson, H. G. Echart, George © 
Edney, R. A. D. Egerton, G. B. Esslemont, j.P., R. A. Finn, __ 
P. Fleming, Eric Fletcher, M.p., Sir Leslie. Ford, O.B.E., 
Mr Richard Fry, Sir Irving B. Gane, K.c.v.0., Messrs CG. 
Garratt-Holden, c.B.£., T.D., Kenneth Goodacre, 1 T.D.. A. F. 
Greenwood, A. B. Griffiths, OBEO OO Wa 


Sir Noel Hall, Sir Henry Hancock, K.C.B., K.B.E., C. M.G., a 
Messrs E. G. Hardman, W.O. Hart, CMG., Wm. Hayhurst, de 
Sir Edwin Herbert, k.p.E, Mr Walter Hicks, Sir Oscar: 
Hobson, Messrs J. W. Hough, O.B.E., A. L. Imrie, T Reo 
Johnson, G. C. Jones, Herbert Keeling, J. Latham, Cap. 
W. H. Lawson, C.B.E., M. A. Liddell, Leo T. Little, B. 
Littlefair. | NS 

Messrs A. S. MacIver, m.c., P. J. Mantle, c.m.c., A. H. 








.. Marshall, c.p.z., E. H. V. McDougall, J.J. McIntyre, op. — 


A. C. S. Meynell, D. M. Nenk, W. Nicholl, F. C. Osbourn, 
M.B.E., Alderman G. A. Pargiter, D.L., M.P., Messrs H = 
Partington, J. F. Phillips, o.5.g., C. H. Pollard , C.B.E. T Ls 

Poynton, Alderman N. G. M. "Prichard, Lë 


Messrs H. R. Ralph, opp. John. Ruscoe 








‘Sug de 
Sidney Taylor, J. Tipping, E. J. "Turner, J. H. Walke 
A. A. Watt, Arthur E. Webb, H. W. Wells, c.B.E., A. L. . 
West, O.B,E, F. Whitmore, J. Whittle, B. W. Willi 
Harold Wilmot, C.B.E„ Alan Wilson, cp, C. Fe 















. There were no formal spe 










April 19th, 1958 


ACCOUNTING EDUCATION CONFERENCE 


A conference on accounting education was held at the 
London School of Economics on March 28th and 29th 
‘by the Association of University Teachers of Ac- 
counting. 

The conference was divided into three sessions. The 
first was devoted to a consideration of the views of the 
four principal English professional bodies, by means 
of questions addressed by the chairman of the session, 
Professor D. Solomons, B.COM., A.C.A. (Bristol), to a 
' panel consisting of Mr H. O. H. Coulson, F.c.A., Mr 
J. E. Harris, B.COM., F.A.c.c.a., Mr C. A. Herring, 
'B.8C.(ECON.), F.C.W.A., and Mr J. Ruscoe, M.A.(ADMIN.), 
B.COM., F.1.M.T.A. 

The same ‘question and answer’ ‘technique was 
adopted in the second session, the purpose of which 
was to learn more about the educational arrangements 
in the two professions whose problems are in many 
. respects closest to those of the accounting profession, 

namely, law and architecture, and also about the 
present arrangements and future plans of The Institute 
of Chartered Accountants of Scotland with regard to 
education and training. Professor W. T. Baxter, 
B.COM., C.A. (London), took the chair at this session, 
and the panel consisted of Sir Edwin Herbert, kK.B.&. 
(a Past President of the Law Society), Mr J. Brandon- 
Jones, President of the Architectural Association, and 
. Mr A. D. Paton, C.A. | 

'The third and final session was devoted to a general 
discussion, which was opened by Mr H. C. Edey, 
B.COM., A.C.A, (London). 

A reception was given by the Director of the London 
School of Economics in connection with the con- 
ference, and at the dinner which followed, the Associ- 
ation entertained Mr W. L. Barrows, F.c.a., Vice- 
- President of The Institute of Chartered Accountants 
` in England and Wales, Mr A. C. S. Meynell, r.A.C.C.A., 
. President of The Association of Certified and Corporate 
' Accountants, and other guests. 


INSTITUTE OF INTERNAL AUDITORS 
MANCHESTER CHAPTER 


. The Manchester Chapter of the Institute of Internal 
Auditors is to hold its next meeting on Tuesday 
April 2and, at 7 p.m., in the Chartered Accountants’ 
Hall, 46 Fountain Street, Manchester, 2. There will 
be a discussion on prepared questions submitted by 
members to a panel consisting of the Board of 
Governors. 

The chair will be taken by the President of the 
Chapter, Mr H: C. Booth, c.a., divisional chief internal 
auditor of the National Coal Board. 

: An invitation to attend is extended to all who are 

interested. Inquiries regarding the activities of this 
. Chapter should be addressed to Mr R. S. Rossiter, 
' divisional internal auditor, Shell-Mex & DD Ltd, 
. Shell B.P. House, 7 Oxford Road, Manchester, x. ` 
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R.A.P.C. COMMISSIONS FOR 
ACCOUNTANTS, 


A scheme has recently been approved by the Army 
Council whereby accountants, bankers, secretaries or 
others with similar business qualifications, may be 
granted direct commissions in the Royal Army Pay 
Corps (Army Emergency Reserve and Territorial 
Army. ` 

Those eligible for such commissions are members of 
the recognized accountancy bodies, university gradu- 
ates and ex-officers of the Forces of the United King- 
dom or Commonwealth countries. Previous experience 
in the Royal Army Pay Corps, while an advantage, is 
not necessary, and the age limit for initial commissions 
is normally 45. 

Rates of pay and allowances received by officers 
during training are the same as those received by 
serving officers. A second-lieutenant would receive 255 
per diem, a captain 42s to 54s per diem, and a major 
63s to 75s per diem. Under the age of 25, a second- 
lieutenant would receive a marriage allowance of 125 
per diem; if over 25, he would receive a higher rate. 

A cash grant is made to all candidates who have not 
previously held a commission, and to those com- 
missioned officers who have had a break in service of 
more than four years. In addition to the initial grant, 
an annual upkeep allowance is made. 


ARMY EMERGENCY RESERVE 


The commitment in the Army Emergency Reserve in 
peacetime is fifteen days’ continuous training annually, 


which is done at a Pay Office in the United Kingdom. 


The duties of officers in the Army Emergency 
Reserve are: 


(1) Making arrangements for the issue of pay and allow- 
ances by paymasters. 

(2) Making payments and receiving moneys on army 
account. 

e Maintenance of accounts of officers and other ranks. 

4) Preparation of accounts of moneys issued and 
received. 

(5) The discharge of the army liability to the Inland 
Revenue. 

(6) Cost accounting for administrative or statistical pur- 


poses. 
(7) Advice on currency, banking, rates of exchange and 
d exchange control matters affecting the army. 
(8) Advice on regimental funds ~ cove cesi accounting, 
audit and action necessary on audit bo 
(9) Assistance to regimental commanders in ee 
matters. 


'l'ERRITORIAL ARMY 


The annual peacetime commitment in the Territorial 
Army is fifteen days’ training in an annual camp (or 
course in lieu) and thirty training periods 

each of not less than one hour’s duration: 
The R.A.P.C. has no Territorial Army units, its 
members being trained in the duties of unit paymaster 
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and then being permanently attached to the Territorial 
Army units of other arms. While attached to other 
. arms, officers carry out such unit pay and accounting 


duties as are allotted to them by their commanding: 


officers; they may also be responsible for the super- 
vision and maintenance of regimental funds and other 
financial matters. | 

Further information about the scheme may be 
obtained from the Under-Secretary of State, The War 
Office (F 9a), Lansdowne House, Berkeley Square, 
London, W1. 


CHARTERED ACCOUNTANTS’ HOCKEY 
"| CLUB 


A hockey match played on the Inland Revenue ground 
at Grove Park, Kent, between the Chartered Account- 
ants’ XI and the Inland Revenue resulted in a 4-1 
win for the Revenue. The game was played at a fast 
pace on a firm pitch and was won by the side that 
combined better as a team. 

Mr W. S. Carrington, F.C.A., President of the Club 
and Mrs Carrington, were among the spectators who 
braved the cold wind and watched the match from the 
touchline. 

A further match played on March roth against the 
Insurance Hockey Association resulted in a 4-1 win 
for the Association. 

The Chartered Accountants again paid the penalty 
for failing to recognize the strength of their opponents 
and although the team played well above its class, it 
was never able to match the speed and stick work of its 
cleverer opponents, 


ANNOTATED TAX CASES 
Part 4 of Volume XXXVI of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.C., is published today 
and contains reports, with notes on the judgments, of 
the following cases: Phipps v. Orthodox Unit Trusts Ltd 
(C.A.); In re Hodge's Policy (C.A.); Moriarty v. Evans 
Medical Supplies Lid (H.L); Oughtred v. C.I.R. 


(Ch.D.); Gray and Randolph (Hunter's Nominees) v.. 


C.ILR. (Ch.D.); In re McNeill (deceased) (C.A.); 
Parway Estates Ltd v. CIR. (Ch.D.). 

The annual subscription to the Annotated Tax Cases 
is 30s post free: the publishers are Gee & Co (Publishers) 
Ltd, 27-28 Basinghall Street, London, EC2.} 


THE CHARTERED ACCOUNTANT ` ~ 
STUDENTS’ SOCIETY OF LONDON 


WEEK-END RESIDENTIAL COURSE 


The four-day week-end residential course for first- 
year students of The Chartered Accountant Students’ 
Society of London was held at Pembroke College, 
Cambridge, last week-end. The course was attended 
by 130 students from London, who were joined by 
eleven students articled in Cambridge. 

Sir Harold Gillett, M.C., F.c.A., President of the 
Students’ Society, presided at the opening dinner at 


THE 
ACCOUNTANT 


April 19th, 1958: - 


which the Master, the Dean and the Bursar of Pem- 
broke College were guests of the Society. 

Lectures were given on"The financing of business’,. 
by Dr R. F. Henderson, M.a., PH.D. (Lecturer in. 
Economics at the University of Cambridge), “The 
practice of accountancy in industry’ by Mr F. Clive de 
Paula, F.c.a., F.C.W.A., ‘Practical auditing by Mr 
H. O. H. Coulson, F.C.A., ‘National finance’ by Mr 
A. M. M. Mitchell (A Principal at the Treasury), and 
“Handling and reading statistics’ by Professor R. G. D. 
Allen, C.B.E., M.A., D.8C.(ECON.), F.B.A. (Professor of 
Statistics, University of London). Eight discussion 
groups were organized in which questions arising out 
of the lectures and many other subjects were fully 
and enthusiastically examined and disputed, often far 
into the night. 


Nexr WEEK'S MERTINGS 


The following meetings of the Society will be held 


during next week; 
Monday: Visit to Ford motor works (limited number). 
"Practical aspect’ lectures for Intermediate candidates. 
(admission by card): 
‘Costing’, by Mr F. T. Hunter, F.C.A., F.C. W.A. 
“The work of executors and trustees’, by Mr W., M. 
Lockyer, A.I.B. 
“The accountant's place in an industrial organization’, 
by Mr E. H. Davison, A.C.A. 
‘Assurance and insurance’, by Mr 3. R. Fenwick, r.c.1.1. 
Tuesday: ‘Practical aspect’ lectures for Intermediate 
candidates (admission by card): l 
“The chartered accountant and accounting mechan- 
ization’, by Mr J. Sandford Smith, A.C.A. 
“The practical view of auditing’, by Mr J. F. Shearer, 
O.B.E., F.C.A. 
‘Stock Exchange practice’, by Mr P. Legge. 
Demonstration of Burroughs accounting machines 
(limited number). 
Wednesday: ‘Practical aspect’ lectures for Final candidates 
(admission by card): 
*The consolidation e EE in practice, by Mr 
E. D. indice 
‘Banking practice’, "Mr G. I. Williamson. 
‘Economic effects Ei taxation’, by Mr A. R. Ilersic, 
M.8C.(ECON.), B.COM. 
"Dollars and sterling’, by Mr H. Hunter. 
Demonstration of Underwood accounting machines 
(limited number). 
Thursday: ‘Practical aspect’ lectures for Final candidates 
(admission by card): 
‘Building societies - their functions and financial 
structure’, by Sir Bruce Wycherley, M.C., F.C.I.8. 
"The finance of foreign trade', by Mr P. S. Shaw. 
R and bankruptcy practice (including 
deeds of arrangement)’, by Mr Leslie Cork. 
Friday: Whole-day course (limited number): 
Morning: Lecture, and demonstration of punched- 
card accounting. 
Lectures on "The audit of a mechanized 
accounting system’, by Mr J. W. Margetts, F.C.A., and 
on ‘Company meetings’, by Mr W. L. Talbot, F.C.L8. s 
F.T.LI., F.R.ECON.8. 
5.30 pm. at Chartered Insurance Hall: Annual meeting. 
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The Institute's Year 


N the form in which it was sent out this week to members of 
] Institute, the 1957 report of the Council of The Institute of 

Chartered Accountants in England and Wales runs to forty- 
six pages as against twenty-eight the year before, and the appendix 
on this occasion covers forty-nine pages as compared with the 
previous total of twenty-nine. These inflationary figures rightly 
suggest increased activity, and while much of it has had to do with 
the implementation of the integration scheme, the exertions of 
the Council and secretariat to maintain the manifold standing 
interests of the Institute at the customary high level have been as 
successful as ever, as a careful reading of the report shows. 
Although it has been circulated to and, presumably, studied by 
the members of the Institute, we make no apology for reproducing 
the document in this issue. Its contents are of considerable interest 
to the profession as a whole and they fully deserve the further 
circulation which we are able to give them. 

For those who respect round figures, 1957 in the ordinary 
course of events would have been something of a landmark in the 
history of the Institute because in that year the membership 
topped the 20,000 mark. At the first four Council meetings of 
1958, however, a total of 9,338 Society members were admitted 
so that it looks as if, by the end of the year, the 30,000 mark will 
be comfortably passed. Linked closely with this figure is the 
number of articles of clerkship which are registered annually. 
The 1957 figure was 1,624 but of these 204 were registered in . 
December which, as the report says, reflects the commencement 
of the operation of the integration scheme. At a dinner at Bristol 
towards the end of the year, the President stated that in the 
future the annual influx of clerks would require to be ‘well over 
2,000’ so that it would seem that this target should be Ren 
without difficulty. 

The examination results reveal continuing consistency in the 
ratio of passes to failures in the Intermediate examination. The 
percentage pass for 1957 was 48:5, which is near enough the same 
as that for each of the three preceding years. In the Final examina- 
tion, however, where the imponderables are probably greater, the 
percentage of passes shows some degree of fluctuation. In 1954 
it was 45 and in 1955 it was nearly 47. In 1956 it fell to 42 but 
in 1957 it happily recovered to rather more than 46. 

The finances of the Institute at present are understandably in 
a state of flux and the accounts for 1957 — also reproduced in this 
issue — contain a larger number of unusual items than usual, all 
of which are fully dealt with in the Council's report. Prominent 
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among these transactions are the special con- 
tribution of £8,432 to the staff pension fund in 


respect of the entry to the scheme of Society . 


staff now employed. by the Institute, and two 
items -each of £53,500 for initial expenditure in 
connection with the launching of the members' 
retirement benefits. and the employees’ super- 
annuation. schemes, known See as 
CARBS and CAESS. 

The reduction in the balance of the accumu- 
lated fund at the end of 1957 by some {£20,000 
will be more than compensated for in due course 
from two main sources. One will be the transfer 
of the Society's surplus assets to the Institute. 
How much this will be depends principally on 
the proceeds of the sale of Incorporated Account- 
ants’, Hall. The other source will be the antici- 
pated yearly revenue surplus (of at least £40,000) 
from 1959 onwards if the proposal to increase 
the subscription rates is approved by the members, 
as we have no doubt it will be. It seems essential 
that the Institute should consolidate its financial 
position’ in view of: future commitments. 

' Foremost among these is the need to obtain 
new headquarters for the enlarged Institute. The 
announcement ‘that negotiations are in . progress 
with-the planning authorities for å: suitable site 
must raise a number of'i interesting conjectures in 
the. minds of members:: Will. the new . building 
have the Reriaissance' charm .andddistinction of 


Belcher’s early masterpiece, or-will its beauty be ` 


derived from “its functional’ merits rather ‘than 
' from“ its outward” form?. The relationship" be- 
tween ‘architecture: and accountancy has yet to 
be fully explored but there is an: affinity between 
the two as surely: as that which exists. between 
mathematics and-musie." 


` Anóther important, ‘project which xis Institute 
has. in hand is the -production of. a new and 
definitive members’ handbook. Those. who know 
and use the corresponding publication ofthe 
American Institute of Certified’ Public Account- 
ants; also compiled on the loose-leaf principle, 
will appreciate how conveniént such a manual 
can be. The decision to:issue the handbook to 
members without. charge is sensible, but the 
Council would undoubtedly- be’ performing a 
service to the profession at large if it made copies 
available to others at a reasonable price. It is 
pleasing to note from the accounts that Standard 
Costing: ‘An Introduction to the Accounting -Pro- 
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cesses, the Institute’s best-seller of 1956, still 
continues to. be i in demand. 

"The progress of the Non-practising Members 
Consultative Committee; set up by the Council 
last November, will be watched with especial 
interest. Its existence and performance should 
amply demonstrate the growing conviction that, 
instead of drifting away from the orbit and 
influence of their professional bodies, account- 
ants who enter industry have a golden oppor- 
tunity of adding to the lustre of the profession 
by taking part in committee and other admini- 
strative work where they may give articulate 
expression to the practical experience they have 
gained, for the benefit of others. At the same 
time, the second of the new Committee's pur- 
poses — to put before the Council its opinions on 
any matters affecting members in industry or 
commerce- should ensure that the particular 
problems of the large numbers of non-practising 
members of the Institute ko be adequately 


| ventilated. 


The year 1957 saw an addition to the Council's 
well-known series of Recommendations on Ac- 
countancy Principles - No. XVII, Events Occur- 
ring after the Balance Sheet Date. 'Vhis document, 
as we said when. it appeared, notably illumined 
an aspect of professional work which is more 
difficult and potentially dangerous than is gener- 
ally appreciated. Among other legaleand profes- 
sional matters considered by the Council during 
the year were the operation of the Cheques 


Act; : 1957, the Finance Bill and the-vexed 


Schedule E expense rule (Rule 7 of the Ninth 
Schedule of the Income Tax Act, 1952) and in 
August a booklet entitled Unlawful Acts or 
Defaults by Clients of Members was distributed. 
To flaunt successfully the ‘Business as-üsual' 
sign when extensive alterations. to‘the premises 
are being carried out always calls for more thafi 
ordinary application and in doing so in: 1957, 
the Council, the secretariat and the many indi- 
vidual members who helped in their various ways 
are to- be commended. Behind the inipeccably 
phrased paragraphs of-the Council's: report, 
theré may be sensed'a feeling of confident 
anticipation’ and the record of the Institüte, 
already one of considerablé achievement, should 
be even further enhanced. in the next few years 
when the’ pee now maturing eme to- full 
fruition, :" '- ` AY 
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- Budget Deb ate. 


HE debate on Mr HEATHCOAT-ÀMORY'S 

‘Budget revealed two main criticisms, one 
| by the Opposition and one by Govern- 
ment supporters. The Opposition showed them- 
selves uncompromisingly. opposed to the proposal 
to introduce à flat rate of profits tax and to dis- 
continue distribution charges. On the other hand, 
several Conservative back-benchers were severely 
critical of the proposal to give retrospective effect, 
for nearly three years, of the additional provisions 
directed against what Mr HEATHCOAT-AMORY 
called 'dividend stripping'. 

Mr HanoLp'WirsoN, the Labour 'shadow 
Chancellor’, said that companies which had been 
paying high dividends — against the appeals of the 
former Chancellors - were having their shares 
marked up, while those companies who had 
followed a cautious and conservative policy were 
, now being penalized by the Budget. Mr GORDON 
. WALKER said that the change 

‘means hitting firms which have loyally observed 

the appeals made to them by one Chancellor after 

- another oyer a decade, and it will advantage firms 
. which have ignored the appeals. It is the sort of 
thing that brings government into contempt and 
makes it impossible for a government to give 
guidance by exhortation to industry if those who 
obey. are.to be Bun and the ones who ignore are to 

profit’, - l 

These statements show a nub. Jack of 
understanding of the tax: Those companies which 
ignored the: CHANCELLOR’s. exhortations: were 
mulcted of very large sums of profits tax at the 
distributed rate. To pay a net dividend of {£1,000 
involved an additional charge to. profits;tax of 
something like £470. Such. companies therefore 
. had their punishment., Companies which re^ 
frained from, “paying dividends, or doing any of 
the various other things which. the Acts deem 
to be .distributions, had their reward,.there and 
then. What. they complained .about, and with 
justice, was the ever growing contingent liability 
in the form of a possible withdrawal of the non- 
distribution. relief., It seems from, the Budget 
statement that this unpleasant prospect is now to 
be permanently removed. Thus, companies which 
obeyed the CHANGELLOR’s exhortations receive.a 
double reward. Iti is an eloquent comment on the 
standard of Parliamentary debating that. the 


contrary should: be te Steg Maresves 

no mention was made of the withdrawal of the 

CHANCELLOR'S ‘umbrella’ last August. As we said 

in a leading article, this withdrawal was in- 

compatible with a continuance of the two-tier 
profits tax structure. It was pointed out ‘on 
behalf of the Government that the minority of 
the Royal Commission, as well as the majority, 
had recommended a. flat rate of profits tax. ` ` 

. MR J. GRMOND put in a plea for building 
societies; he said there was a case for relieving 
them from any liability to profits tax. 'The con- 
cession which the CHANCELLOR had claimed to 
make for them was not nearly as great as might 

appear at first sight. At the moment they: paid a 

2 per cent tax, which would be put up to 1o per 

cent tax. MR GRIMOND wanted to:know whether 

building societies would be allowed to deduct 
not only the interest paid on their shares but also 
the tax in respect of that interest which they paid 
to the Revenue. Replying on Monday, the 
FINANCIAL SECRETARY TO THE TREASURY said that 
the proposed reform: would: just about halve the 
taxation which would be-payable by the building 
societies. It would .reléase nearly 1 million 
which. would be available for additional Dee. 
‘On dividend stripping MR. WIiLsON said: 
‘I see from the right: hon..gentleman’s. speccl 
- that, as we feared, the moles of the tax avoidance 
industry. have burrowed underneath the barricades 
erected by the Lord Privy Seal (Mn Born si in his 
` autumn Budget; two and a half years ago: We told 
-him they would. . 

- "flam glad that ER CHANCELLOR has had the 
courage to introduce these retrospective provisions 
into his proposals, but if he think» that he has now 

' dealt with all ‘the problems of dividend stripping 
and bond washing and everything else which we 

` once put under the generic -hedding of "Scrip 

teaging’’, he underrates the intelligence and devotion 
of the members of the tax avoidance profession.’ : 

Mr Jonn DIAMOND was more, qualified i in his 

approval. He supported retrospective. - anti- 

avoidance.legislation.as long as.there was prior 
warning 'and provided that the principle j involved 
is easily understood. and quite obviously related 
to... the. matter Cer which.. SSC ReE is 
framed". ` 

. As there appears to be au a little misunder- 
standing. of the relatively. simple. provisioris 
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regarding the dual rates of profits tax, it seems 
unlikely that the much more complicated dividend 
stripping legislation of 1955 1s easily understood. 
That legislation was aimed at charities and also 
at those finance houses which could create a 
notional allowable loss on the purchase and sale 
of shares in the company. The new proposals 
seem to be aimed at something more, namely, 
the utilization of really genuine trading losses 
against genuine dividends. Ít is not by any means 
confined to people who have been able to circum- 
vent the 1955 legislation, because that legislation 
was not even intended to cover this kind of 
transaction. 

‘The leader of the Liberals and several Con- 
servative back-benchers were outspokenly opposed 
to the retrospective nature of the proposals. They 
evidently thought that the fact of a warning 
having been given was not sufficient to justify 
the imposition of taxation on transactions long 
past, taken at a time when they were indubitably 
free from tax. MR GRIMOND said: 

"f we have reached a position where we are 

governed by what Under-Secretaries say at the 

Box and not by the law, it is a very sad day . . 

In similar vein, SiR ROBERT BOOTHBY sade 
‘It is outrageous and intolerable. Of course we 
have to stop dividend stripping. I quite see that; 
but I cannot see why, merely because a Financial 

"Secretary issued a warning which nobody read, 

three years ago, this retrospective legislation can 

be justified.’ 

Perhaps the most telling way in which the 
protest was put was that of Mr WILLIAM 
SHEPHERD. He said that for a small gain in terms 
of cash we were sacrificing a very important prin- 
ciple. We might add that if the practice of 
retrospection grows, the accountant and the 
lawyer will have to include a set of Parliamentary 
reports in their libraries. 

In his reply the CHANCELLOR said he proposed 
to give further thought to the question of retro- 
spection before the Finance Bill. He agreed that 
to justify retrospection one would have to be 
quite sure that the warning given in 1955 was 
specific enough to cover all the devices — the new 
ones as well as the ones that were particularly 
before the House at that time. 

On the proposal to increase initial allowances, 
Mr WiLsoN and some other Opposition members 
advocated instead a reintroduction of investment 
allowances, under which the taxpayer would have 
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tax relief on more than 100 per cent of the ex- 
penditure. MR WILSON was against the granting 
of initial allowances on private cars. MR DIAMOND 
put forward the suggestion that the taxpayer 
should be allowed to claim depreciation at rates 
fixed by himself, subject, of course, to a maximum 
of his actual expenditure and any investment 
allowance which might be granted. 

MR Doucras HoucHToN called for a tightening 
up of the income tax code. Quoting from the 
rooth Report of the Inland Revenue he said that 
out of 1,878,000 assessments on profits, in over 
I million cases the net income assessed was not 
more than £500. In over r$ million the net 
income assessed was not more than £1,000. He 
found those figures difficult to believe, parti- 
cularly in view of the fact that between 1951-52 
and 1955-56, the year for which he was quoting 
figures, the profits from retail distributive 
businesses increased by 47 per cent. He drew 
the inference that there was substantial and 
widespread under-assessment in the feld of 
Schedule D on profits. 

Mr Grorrrey STEVENS suggested that Schedule 
A tax on owner-occupiers ought to be done away 
with; a suggestion on the same lines being made 
by Mr Hucu Darron. However, there was more 
support for the proposal to reduce’ stamp duties 
on conveyances on sale, the general impression 
being that.this was for persons buying their own 
houses. As we pointed out last week, however, 
the proposal (which is to come into force on 
August 1st) applies to conveyances of all kinds 
of property, including such things as goodwill, 
equitable interests and so on. What it does not 
apply to is stocks and shares, though the sugges- 
tion has been made that it would be a good thing to 
give some relief from the full duty on transfers of 
stocks and shares, in order to encourage the small 
investor. 

On the purchase tax kont although there were. 
complaints about the small 5 per cent tax on 
miners' boots, no one seemed to mind the sudden 
imposition of a 30 per cent tax on brief cases and 
document cases. The boots of the people whose 
work obliges them to carry brief cases are, of 
course, already taxed. 

What has emerged clearly from the debate is 
that all parties are satisfied that a general sales 
tax at retail level is undesirable, even 1f it were 
administratively practicable. 
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| Three Hundred Years of Banking | 
d 


HE publication of Professor Sayers's s history 

of Lloyds Bank! has made banking history 
topical. Accountants. in particular, whose 

i work brings them so regularly into contact with 
| the banks, and whose ‘mystery’ has money at 
. least in common with the bankers, can find much 

| to interest them in the record. 
| 


Origins 


A E tede De found in 
| very ancient history, the banking we know in 
| Britain today had its proper beginning in the 
| seventeenth century, when the goldsmiths were 
increasingly taking in other men's valuables for 


safe custody in their strong-rooms. Centuries 


before, Lombard Street had been the home of the 
Italian merchants who had introduced the bill of 
exchange into this country; and other people were 
in the business of money by the time of the 
Stuarts: money scriveners, brokers, merchants 
and goldsmiths. The goldsmiths were different 
from the rest, for it was they who saw the 
possibilities of. banking as a full-time business 


around 1700 gave up their former calling in 
favour of the new one. 


Discoveries and Developmerits 


Two discoveries made possible all that followed: 
first, that of any group of customers, only a small 
proportion — and that as the years went by a 
predictable one ~ would call for their money at 
any one time; second, that if a banker's credit was 


good, his receipt for money. was something like 


money's equivalent. From the first discovery 
stemmed the banker's function of money-lender, 
' for some of the money left for safe keeping could 


safely and profitably be put to use elsewhere. 


. From the second came what was for many years 
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the banker's main source of profit, the note issue, 
through which more money could be lent than 
the banker actually held. 

At the same time there was appearing another 
feature of banking, in the order the customer 
addressed to his banker to pay some of his money 
to a third party. This was the cheque in embryo: 
it was to be almost two hundred years before 


and some of them in the half-century or so 


cheques came into anything like popular use, and 
it is only in this present century that they have 
exploded into their present phenomenal im- 
portance; as recently as 1882 they occupied only 
a subsidiary part of the Bills of Exchange Act. 
The years since then have shown increasingly 
how unfortunate it was that cheques were ever 
equated with the essentially different bill of ex- 
change, and it is likely that last year’s Cheques 
Act, the first of that name, will not be the last or 
the longest. 

In the eighteenth century, when the founda- 
tions of banking were þeing laid, none of these; 
developments were to be foreseen. Much was. . 
happening to shape our present banking structure,. 
however. Just before the turn of the century, the 
Bank of England was founded by a group of men 
who lent the Government a large sum of money.. 
They had in return, although not at the outset, a: 
monopoly of the note issue to the extent that no’ 
other association of more than six partners was 
allowed the same privilege. The Bank of Scotland,’ 
founded on similar terms a year after the Bank of 
England, did not succeed in continuing the mono- 
poly after its first term, with the result that in. 
Scotland the joint-stock company was the pattern 
of banking almost from the beginning. m 

In England, where the Bank's monopoly was; 
renewed for more than a century (always, of 
course, at a price), banking development Was 
perforce i in the hands of the private bankers, in 
partnerships not exceeding six in number. The 
partnets were, in the main, goldsmiths in London 
and, as the century wore on, tradesmen of all 
kinds in the country. 


' Joint-stock Banking ee a 
This scheme of things worked well enough in the: 
early years, but as the Industrial Revolution: 
gripped the country, two consequences became 
apparent. The first was that the localized small: 
banks were not large enough to meet the in-. 
creasing demands upon them; the second, that: 
every successive growing pain, in the form of a 
financial crisis, brought down a. number of. 
bankers, some of them through no fault of their. 
own but more through their insufficient under-: 
standing of principles that were, anyhow, still not 
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that the banker has them as rules of thumb. In 
the eighteenth century, arid ‘well into -the nine- 
téenth, there were no traditional rules, and the 
candlestick-maker turned banker might not even 
realize the need for any such rules until the 
storm broke. 

Dom the 18208 came the movement towards 
joint-stock banking, which would provide the 
strength of greater numbers, and which through 
branch networks would spread risk and resources 
over a wider territory than the smaller, local 
banks could contrive. Banking had already 
changed, and it was realized now that deposit 
banking could yield a profit with no note issue 
to support it; so even though the note-issuing 
joint-stock bank was not permitted within sixty- 
five miles of London, the London and West- 
minster Bank was founded in London in 1834, as 
the National Provincial Bank of England had been 
founded the year before in Gloucester, one with- 
out, the other with, the privilege of issuing notes. 


' The Central Bank 
By this time, the Bank of England, which at first 
had been no more than a bigger bank in active 
competition with the little ones, was painfully 
evolving into the first modern central bank. It 
was from the start in peculiarly close relationship 
with the Government; it’ was increasingly be- 
coming the barikers’ bank as well. It was still far 
from understanding its destiny; and its directors 
fought; by fair means and others riot so'fair, the 
establishment of joint-stock competitors. But in 
fact tlie éxistence 6f those competitors, and the 
development of banking through the rest of the 
century, wasto give the bank its function as sole 


guardian of.the note, issue. In.Scotland, con- 


versely,- the. note. issue was to. remain spread 
amongst the: banks. 


RE ER and Absorption 
In the évent, the joint-stock banks were to go 


from strength to strength. The rapidly developing | 


economy required a financial blood stream strongér 
than the private banks could provide, and although 
as Crisis still succeeded crisis, joint-stock as well 


as private banks‘ collapsed, often as a result of 


the same kind óf bad- management, tlie private 


banks were bound to fall away before their new 


competitors. Amalgamation and absorption were 


their lot: Lloyds, a private foundation, became 


joint-stock and started on its own absorptions; the 
Midland, stemming from .a small joint-stock 
foundation; ` ‘went sweeping into the twentieth 
century-on a tidé of amalgamations. Barclays, a 


ACCOUNTANT 


AGT 26th, 1958 


late comer in the joint-stock field, was formed by: 
the amalgamation of-aaiumiber of private bankers, 
still strong, but accepting the inevitable and 
shaping it in their own way: its present local head 
offices are the continuation of this federal origin. 

The first twenty years of the present century 
saw the completion of this process of centraliza- 
tion; as the First World War ended the final 
amalgamations came, and the ‘Big Five’ emerged 
as the largest of British banks, containing within 
themselves a major part of the banking traditions: 
of two and a half centuries. A major part, but 
not, of course, all: Martins, for example, represent 
the union of an early Liverpool joint-stock bank 
with one of the oldest Lombard Street firms, and 
Coutts have their own distinguished individual 
history. But the end-of-war concentration pro- 
duced some fears that a *noney monopoly' might 
be in the making, and the Government gave an 
assurance that no further amalgamation amongst 
the giants would be permitted. In fact there have 
since then been only a few further absorptions, 
the most recent being that by Barclays, in 1953, of 
Gunners, a small private bank in Bishops Waltham. 


Ancillary Services 


With the present pattern of banking once 
established, the banks entered on a brisk period 
of branch expansion, which lasted until the 
twenties ended in depression. Thereafter, com- 
petition found its expression in the cultivation of 
a variety of ancillary services. The commércial 
banks had begun to handle foreign Dusinéss at 
the turn of the century. Previously, it had been 
the preserve of the merchant banks, whose 
development alongside the commercial banks is 
another story. In the twenty years between the 
wars they added executorship business, and to a 
lesser extent the handling of personal'incomé tax, 
to the annoyance of solicitors and accountants 
respectively. Less controversial were such various 
developments: as the home safe at one end of the 
scale and the provision of safe - deposits in the 
larger towns at the other. 

"Phe large banks established close connections 
with banks in Scotland and Ireland, usually in 
the form of a controlling interest or complete 
ownership, but leaving the indigenous bank to 
operate urider its own name and its own officers; 
in‘ one case the English bank is owned by the 
Scottish. Some direct representation overseas was 
also sought in addition to the network of ‘corre+ 
spondents’ that every bank established; Lloyds 
Bank went to- India, for-example, afd. ‘Barclays 
sët up what is now Barclays Bank D:C.O:,-ranking 
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‘by deposits -next after the Big Five. The parent 
a has for many. years come second to 

idland by size of deposits, but-overtook them. 
during 1957. The title of Britain's largest bank is 
now in some doubt, however, for.on the balance 
sheet asset totals Midland is still ahead. - 


Functions of the Banks 
Hie functions of the banks today are notably 
larger than any of the early bankers could have 
envisaged. The note issue is now, in England, all 
in the hands of the Bank of England, and the 
controversies about convertibility which echo 
‘through so large a part of banking history are 
stilled. But even apart from the ‘new’ services 
‘which the banks now offer, their early money- 
‘lending has expanded out of recognition, and the 
machinery of money transfer which they provide 
in the cheque system is something very like a ‘new’ 
‘service too, both in its size and its EES Indeed, 
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the vast growth of the cheque habit, so that.cash. 
is proportionately leas, important a part of the. 
currency, is perhaps a more notable change in. 
the. pattern of the. country's money than the. 
replacement of gold by paper. It may be remarked 
that the fact that the banks serve these two, 
essentially distinct purposes, of money-lending 
and money transfer, to some extent confuses the 
public view of.them. . 

Where will the banks go from here? Electronic 
banking is almost upon us an English bank has 
introduced an American-style ‘gimmick’ in the 
gift cheque; a Scottish bank has gone in for hire- 
purchase finance; the desirability of “going after* 
working-class money is regularly canvassed in 
banking discussion; the first woman managers are 
almost certainly already in the banks, working: 
their way up. 

The banks’ next three centuries may: well see 
even more Ee than their first three. 


Micro-filming in Office Administration 


: AN INVOICE AND ORDER SYSTEM DESCRIBED ` 
| p by HAROLD R. CLOTHIER, A.C.W.A. m 


E URING the last few years so. much 
: Dez bas been centred on electronic 
7 computers that little attention has been 

' given to the parallel and equally interesting 
| development of high-speed micro-filming.. The 

| principle of micro- -filming documents has never- 
| theless slowly but ‘surely begun to make itself 
' felt in the larger business houses. For the economic 
utilization of space and for speedy and. efficient 
reference there is nothing comparable with it in 
any other filing system. 

The information contained in several thousand 
letters or documents can. be reduced to the size 
of a packet of playing cards, and yet reference 
. to. any one document can be faster. than in any 

other filing.system, and far more interesting for 
| those who need to make reference. Where ‘dead’ 
| matter is being held. or what.is considered. ‘non- 
| dut" the solution of filming is ideal. ‘Complete 

ing cabinets can be emptied and their contents 
` reduced to a few rolls of non-inflammable. film. 
Reference to any ‘pictures’ on these films can be 
made within a few seconds on a micro-film reader. 
The projected pine will. be. clear. and as large 
as the, original. 


-———— e em, € - - 


.' With such. divisas pre for filing. alone 
it. is. difficult.to-understand why this country: has 
been 89. reluctant i in adapting the idea. From 1920. 


to the beginning of the war — despite considerable 
advertising ~ little headway was ,made-and com-, 
pared: with America, in: this „particular , sphere, . 


- the United. Kingdom i is.ten years in,arrear. One; 


can.only;: suppose wejpreferred original documents; 
to original ideas, and.preferred. to. watch -papers., 
mould. and. à decay. in, back rooms and, cupboards. 


“Great Saving in Time. 


Micro- Aiming can effect. great sdving in time: 
(and temper) by eliminating any: necessity- for: 
searching among the dusty files of previous years. 
It makes the filing away of non-current matter a 
complete’ waste. of. time. Documents: can be 
treated as waste paper immediately the film has: 
been developed, and -in some cases - not. even; 
copies need be produced. In the. latter case the, 
saving can be considerable.. The following order. 
and invoice system which is actually i in operation 
illustrates such a principle. No.copies are retained. 
in the business .of..either the.customer's order or; 
the invoice which is sent to the customer. 

Customers' orders, are received either through. 
the post, by telephone, or from the. company's: 
dips MR individual orders ranging: from. 

1,500.to 2,000 per day. . 

. Bach order is analysed for statistics and SEET 

to the punched-card section where . cards are 


480 


pulled for the various lines listed on the orders. 
Invoices are then printed with other relevant 
details in duplicate, one-time carbon being the 
medium for printing the duplicate which is a 
consignment note for the railway. A punched 
ledger card is then prepared in duplicate — one 
being. held for ledger account purposes and the 
other for ultimate filing in the filming section for 
reference purposes. 

The invoice set, with duplicate ledger cards and 
order, now passes through the addressograph 
section where address and other details including 
railway zone are inserted on the invoice. At the 
same time, this section prepares packing labels to 
cover all packages on the invoice. The invoice 
set, order, labels and ledger card are then handed 

'to the filming section where, initially, the invoice, 

order and ledger card are stamped with a serial 
number by means of a hand numbering machine 
set in triplicate. (The labels are not numbered 
since they vary in quantity.) 

The invoices with their corresponding orders, 
labels and ledger cards are usually grouped in 
batches of fifty and are routed through the 
sections in'special boxes; the labels are kept 
separate in the boxes but are collated in the same 
sequence as the invoices. The invoices, orders, 
and ledger cards are, however, matched through- 
out to facilitate ‘numbering, . after which the 
ledger cards are placed in a tray for subsequent 
filing Dy the sorter into account number order. 


A 000 Documents per Hour 


The invoices and orders are now passed through 
the high-speed micro-filmer where they are 
photographed at the rate of 4,000 documents 
per hour. After filming, the orders, having been 
segregated: from the invoices, are held until the 
developed film is returned and then disposed of 
as salvage. (Films are developed overnight and 
returned next morning.) 

The labels are now attached to the relevant 
invoices and placed in zoning trays according to 
the railway area indicated on the invoice to await 
collection by the dispatch department. 

Completed invoices for each day's dispatches 
are now returned to the filming section where 
they are collated into film number sequence for 
photographing a second time. All dispatches for 
one day are contained in one film which is filed 
in date sequence. 

There are now two films covering each invoice 
raised: 

(x) invoices with T winaos 


film); 
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(2) invoices with receipt signatures (orders 
dispatched film). The orders dispatched 
film will often have a broken series of film 
numbers due to the fact orders cannot 
always be delivered as received, but this in 
no way detracts from the efficiency .of the 
system. 

A film dispatched register now sive an 
important part. In it are recorded all the film 
serial numbers which have been allocated and are 
likely to be allocated for months ahead..They are 
naturally in sequence and have a space alongside 
for date of dispatch. The batch of invoices 
covering one day’s dispatches will now have their 
date of dispatch registered by the simple pro- 
cedure of stamping the date beside the corres- 


ponding film number. Two girls on a call-over 


principle can complete 1,000 invoices in an hour. 


Nothing Left for Filing 


When the invoices have been sent to the 
customers, there remain no papers whatever for 
filing relative to a customer’s order. Any sub- 
sequent references are made through the films 
projected on a reader. These references normally 
arise through some mistake in: 

(1) interpreting the customer's order; 

(2) pricing the invoice incorrectly; 

(3) delivering the incorrect goods; ot 

(4) where customer has claimed non-delivery. 

The first film (orders-in-progress) will provide 
answers to (1) and (2); the second film will give 
proof of collection by the railway and covers (4). 
In the case of (3) either film will provide détails 
of what should have been received -by the 
customer. 

À strip index register in alphabetical. sequence 

of customers' names provides a quick means of 
determining customers’ account numbers. This 
enables reference to be made to the duplicate 
punched ledger cards which are filed under 
account numbers. On these, as already stated, 
are stamped the film numbers which will provide 
for either direct reference to the orders-in-pro- 
gress film, or through the film dispatch register 
to the orders dispatched film. 
. It will be appreciated from the foregoing that 
once an invoice is raised by the punched-card 
section it becomes virtually the order for SE? 
purposes. 

This study deals with one application of micro- 
filming technique; other uses include the filming 
of purchase invoices, clock cards, issue requi- 
sitions, legal documents, minutes, drawings and 
illustrations. 


va" om he 
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WeeklviNotes 


Stock Exchange Firms' Accounts 


[s 1954, the Council of tbe Stock Exchange intro- 
duced a new rie (No. 79a): that all firms and 
members trading on their own account should have 
their annual balance sheets prepared by an independ- 
lent accountant. It was. not apparently implied that 
these balance sheets, should be ‘certified by the 
laccountants preparing them. The Council has now 
E a step further and has altered the rule to ensure 
that, in preparing the balance sheet, the accountant 
will have access to ‘all the books and supplementary 
records necessary’ and that he shall be given ‘such 
information and explanations as he may reasonably 
irequire’. The rule further stipulates that the account- 
ant must produce the balance sheet. within six 
[months of the firm's or trader's financial year-end 
his that he must attach to it a letter stating whether 
his work has been restricted to ‘the preparation of 
ithe accounts from the books’ or whether, as arranged 
with the firm or member, he has also ‘carried out 
lany audit work, and if so, the scope of the work'. 
The Council has informed members that applications 
for the year 1959-60 should be amended to include a 
statement by every partner of a firm to the effect that 
the firm's balance sheet haa been examined, approved 
and signed by him. . 

While approving the intention of the amendments 
to the rule, it appears to us that the Council might 


have done better to rationalize the still rather indeter-. 


minate position by insisting on the accountant 
becoming auditor and expressing his opinion on the 


accounts in terms similar to those he uses when. 


| reporting on the accounts of limited companies. The 


| protection to all concerned provided by a full-scale. 


' audit would be much greater and the extra cost in 
| most cases would be inconsiderable. 


| No Capital Issues Committee Report 


| S reported on another page, the Chancellor of. 


the Exchequer has türned down a request that 
he should publish an annual report of the work of 
the Capital Issues Committee. The Committee was 


instructions and. compel it to give reasons Tor its 
decisions. He pointed out that last year the Com- 
‘mittee: gave permission for bonus issues by. Wool- 
| worths and by Marks &.Spencers but refused it for 


SS eege —— — — 


| the Great Universal Stores. Five months later. 


| permission was given in this case also, The issue 
incidentally involved the capitalization of £19-million 
' by the issue of ‘A’ Ordinary shares, i.e. non-voting 
; shares. No reason dou been given | for the change id 
| mind. ` : 
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also under attack in the debate on the Budget, when’ 
Sir Robert Boothby characterized what the Com-. 
mittee did as “absolutely. idiotic’. He thought the. 
Chancellor ought to give the Committee more precise 


481 


"The Chancellor has also informed the Capital Issues 
- Committee: that an. inténsification of disinflationary 
measures is not needed but the tire has not yet come 
for general relaxation. However, it would be consis- 
tent with Government policy to consent to the raising 
of finance for sound developments in areas where 
unemployment is above the average, provided that 
the See are EE acceptable to the 


Variation of Trusts Bill 
HE Variation of "Trusts Bill has been read a 
third time, and; certain ‘alterations have been 
made. The chiéf change is that the Bill is not to 
apply to Scotland; the-sponsors of the Bill having 
been told by the Socttish Law Officers that the law. 
in Scotland is so complicated, as to make the Bill 
unworkable. Another alteration empowers the Gov- 
ernment of Northern Ireland to pass similar legisla- 
tion there. The scope of the Bill has also been slightly 
broadened. We discussed it, on the occasion of the 
second reading, in a vd article 1 in our issue of 

December 14th, 19 SR, ! 


The New Rent. Bill 
HE Landlord and Tenant ('Témporary Provisions) 
Bill, had its second reading on Thursday of this 
week. As its title implies, it is intended to be tem- 
porary and it contains a'provision for its automatic 
expiry three years after it becomes law. : 

Clausé::1 makes it essential for-à landlord who 
wishes to: obtain possessiori of a lióuse which has 
been decontrolled b the Rent Act, 1957, to obtain a 
Court order. He will also need a Court order before 


‘he can withdraw or withhold ‘without reasonable 


cause’ services or furniture: The‘new Bill will cease 
to apply where the tenant leaves,-or enters into a 
new lease. A tenant holding over ‘undéerthe new Bill 
will have to pay a certain minimum rent, twice the 
rateable value plus rates and a reasonable amount 
for services and furniture provided by the landlord 
(clause 2). If the rent already payable exceeds twice 
the rateable value; then the SE amount is sub- 
stituted. 

Clause 3, whith i is the important une gives the 
County Court power to suspend an order for posses- 
sion of houses decontrolled by the Rent Act, 1957. 
The occupier has to satisfy.the Court: 

(a) that he has made all reasonable efforts to secure 

- agreement with. the landlord for a.tenancy for 
three or more years; 

(b) that he is unable, after taking : all reasonable steps 
for that purpose, to obtain other appropriate 
accommodation; 

(c) that he has paid: or tendered all rent due; and 

(4) that having regard to all.circumstances greater 

` hardship would.be caused by -making -the 
possession arder without ‘suspending it than by 
suspending it. : SS 
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. If the Court is satisfied on all these points, it has 
to suspénd the order for at least three, but not more 
than niáe, months. Thereafter the occupier can 
apply Tor an extension of the suspension for a further 
six months at a time until the Act expires. ` 
- The Court has to provide for the rent to be paid 
during the suspension, not less than the rent pre- 
viously payable and not more than the amount 
demanded by the landlord. In between these limits, 
the Court can fix such rent as appears to be within 
the occupier’s means, regard being had also to the 
means of the people living with him. The landlord’s 
means, or lack of them, appear to be regarded by the 

Bill as irrelevant. 

. The Court's power to grant suspension is restricted 
where the landlord has agreed to sell or let the house 
before April 2nd, 1958, and the purchaser or tenant 
requires the house for occupation by himself or 
certain near relatives. 


Accountant’s Action Fails 


TN an action brought by Mr Maurice James 

Waterhouse, chartered accountant, against Messrs 
Price, Waterhouse & Co, judgment was given in 
favour of the defendants (The Times, April 19th, 
1958). Mr Waterhouse brought proceedings for 
ft breach of contract to make him a partner in 
the defendant firm, and for alleged slander and libel. 
Conducting his own case before Mr Justice Ashworth 
and a jury, Mr Waterhouse said that he had been 
promised by Sir Nicholas Waterhouse, the senior 
partner of the defendant firm; in 1932, when plaintiff 
entered the firm as an articled clerk; in 1947, when 
he was considering seeking employment elsewhere, 
and again in the summer of 1953; that if he stayed 
with the firm he would become a partner. In February 
1954 be resigned and sought employment elsewhere. 

He founded his claim in slander on statements 
alleged to have been made by one of the partners to 
another, The alleged libela were contained in two 
letters, one in 1954 from one of the partners to a 
partner in Price, Waterhouse & Co, New York, and 
one in 1955 from one partner to another. 

The jury found for the defendants in both actions. 
They found that the written words of the libels were 
defamatory but were not malicious. Being written 
on a privileged occasion they were therefore not 
actionable. The jury also found that the alleged 
slanders were not spoken. Counsel for the defendants 
asked for, and was given, costs, but said his clients, 
as at present disposed, were very unlikely to wish to 
enforce that order. 

In his summing up, Mr Justice Ashworth referred 
to the payment of £4,000 to the plaintiff not to 
bring the action. Messrs Price, Waterhouse & Co 
ask us to state that, as the evidence showed, neither 
Sir Nicholas Waterhouse nor the firm had anything 
at all to do with this transaction, which was a private 
family one; nor did they know anything about it 
until after the action began. 
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Accountant's Tax Offences 


T the Central Criminal Court on April 16th, 
1958, Frank Raymond Kelsey, 54, chartered 
accountant, of Broad Street Place, EC, and of Martin 
Dean, Bexleyheath, was fined £500 and ordered to 
pay {100 towards the costs of the prosecution for a 
fraud on the Inland Revenue extending over seventeen 
years (The Times, April 17th, 1958). 

He had pleaded guilty to seventeen charges of 
making false income tax returns between 1940 and 
1950 and to ten charges of delivering to the Inspector 
of Taxes, between 1946 and 1955, accounts relating to 
the business of A. W. Hoale & Partners, accountants, 
of Broad Street Place, which falsely understated the 
profits, with intent to defraud. He was given 3 
months to pay or in default 12 months' imprisonment. 

Counsel for the prosecution said the matters came 
to light in November 1955, when the Inland Revenue 
had occasion to criticize certain professional work 
carried out by Kelsey on behalf of a client. That led 
them to ask Kelsey for detailed information concerning 
his own affairs. He then admitted that he had been 
paid certain sums of money over and above the 
money paid to his firm. Altogether, said counsel, 
he had failed to declare about {2,600 over the 
seventeen years and the Revenue loss was £1,320. . 

For the defence it was said that Kelsey’s firm was 
in process of dissolution and its assets would be 
enough to pay the tax on the profits omitted from the 
accounts. Kelsey would pay the personal tax himself. 
It was also said that although Kelsey was a partner 
in a firm of chartered accountants, until 1946 he had 
never been paid more than {500 a year. 22 


P 


Finance Company's Hire-purchase Offence 


N Monday the Court of Criminal Appeal dis- 

missed appeals by St Margaret’s Trust Ltd, a 
finance company, Oliver Autos Ltd, a company trading 
in motor-cars, and Victor Richard and Sidney John 
Hone, two of the car company's officers. The ce 
company was convicted at the Central Criminal. 
Court on September 16th, 1957, of seven offences 
of disposing of goods under circumstances which 


"contravened Article 1 of the Hire Purchase and 


Credit Sale Agreements (Control) Order, 1956, and 
fined a nominal amount of £s on each count. The 
other three appellants were convicted of aiding and 
abetting the commission of the offences; the car 
company and Richard being fined £50 on each count, 
and Hone {50 in all (The Times, April 22nd, 1958). 
Giving the Court's reasons for dismissing the 
appeals, Mr Justice Donovan said that Article 1 
provided that: 
‘a person shall not dispose of any goods to which 
this Order applies in pursuance of a hire-purchase 
or credit sale agreement... unless the requirements 
specified . . . are or have been satisfied in relation to 
that agreement’. 
One effect of the requirements was that the purchaser 
of a motor-car on hire-purchase had to pay a deposit 
of at least 50 per cent of the cash price. 
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| 

| Oliver Autos Ltd, Richard and Hone set them- 
gelves out deliberately and dishonestly to break the 
law laid down in the Order. A false inflated cash 
price was stated to St Margaret’s Trust who were 
thereby induced to advance more than they would if 
the truth had been told to them. They were also 
informed untruthfully that the customer had paid 
his go per cent of that false cash price. In fact the 
customer had not even paid 5o per cent of the true 


| 
| 
| 


Ford Figures 


HE Ford Motor Company’s accounts for the 

year ended December 31st, 1957, which we 
reprint this week, show the millions that have to be 
spent to mass-produce motor vehicles. Among the 
“Highlights of 1957’ featured in the publication are 
expenditure on fixed assets during the year of {194 
million, and outstanding contracts at the end of the 
year of £134 million. In the last six months of the year, 
production averaged 1,552 vehicles per working day. 
, Sales for the year totalled £165,915,939, of which 
60 per cent went in purchases, 22°8 per cent in wages, 
salaries and employee benefits, 5*5 per cent in other 
expenses, 5 per cent in taxation and 1:3 per cent in 
net dividends, leaving 5:4 per cent in the business. 
Sales in the home market totalled 1 53,752 units; 
in overseas markets, 184,669 units, the foreign cur- 
rency earned including over $50 million. 
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cash price. St Margaret's Trust became the owner 


of the car and disposed of the right of possession in 
a way forbidden by Article 1. Although St Margaret's 
Trust had acted entirely innocently throughout, this 
was no defence in view of the absolute prohibition 
imposed by the Order. The importance of not 
doing what was prohibited was such that the method 
of business ought to be rearranged so as to give the 
necessary knowledge. 


Finance and Commerce 


'The balance sheet, it will be seen, has been con- 
fined to the main headings and the detail consequently 
is extensive. Group statistics for the years 1948 to 
1957 are given in a double-page opening; they start 
with total sales and move on to income before and 
after taxation, income allocation, fixed and current 
assets, capital ‘employed, and the rare of net dividend 
on capital employed (in 1957, 2:8 per cent), capital 
expenditure, the number of employees, and vehicles 
sold. The post-war growth in the Ford Company is 


impressive, though the question of inflation must not 


be lost sight of when considering the figures. 


Spratts Tax 

€ Ka accounts of Spratt's Patent Ltd for the year 
to September 3oth, 1957, show profits of 

£386,556 against £328,645 with £186,433 for income 

tax compared with £147,514. Mr A. A. Logan, the 


| FORD MOTOR COMPANY LIMITED AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 


AT 3ist DECEMBER 1957 


























a 
ISSUED SHARE CAPITAL oe 4) 
` Preference Shares e 2,943,140 2,943,140 
Ordinary Shares 4,000,000 4,000,000 
| Ordinary Stock .. 35,024,248 35,024,248 
Total Share Capital 41,967,388 — 41,957,358 
CAPITAL RESERVES .. 2,082,954 2,092,954 
[ 
IU NAPPROPRIATED INCOME 30,284,358 — 21,299,208 
| Total Share Capital, Capital Reserves 
and Unappropriated income e 74,334,700 — 65,349,550 
H 
F UTURE TAXATION (Note 5) 7,833,000 4,202,000 
| 
CURRENT LIABILITIES AND 
! PROVISIONS 
| Creditors (Note 6) 38,723,521 — 26,258,707 
| Taxation Sé 6,438,890 — 9,804,324 
| Provisions 2,699,810 925,862 
; Dividends (Note 7) 1,378,068 1,153,678 
Total Current Liabilities and Provisions 49,240,289 38,142,571 




















š l SH 
FIXED ASSETS at cost less depreciation 
(Note 8) 
Freehold and Leasehold Land and Bulldings .. — 18,213,956 — 12,341,911 
Machinery, Plant, Tools and other Equipment 35,762,334 27,353,468 
Total Net Fixed Assets .. 53,976,290 — 39,695,379 
TRADE INVESTMENT at cost 50,258 50,288 
CURRENT ASSETS 
Stocks (Note 10) 29,944,464 26,736,731 
Debtors and Deferred Chances (Note " 2 10,012,062 9,459,762 
Securities {Note 12) 35,011,871 30,091,859 
Cash 2,413,014 1,660,102 
Total Current Assets 77,381,411 — 67,948,454 


P. d 
Directors. 
H. A. DENNE 





£131,407,989 £107,694,121 


1 

| 

| 

| 

| 

t 

' D 

| (Notes on and forming part of the accounts are given on pages 18-22.) [Reproduced herewith- Ed.] 


£131,407,989 £107,694,221 
EH 
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chairman, feels that the disproportionate charge k O Bae. 
requires explanation. a 5g T ub 
-— t arises, he says, from the fact that a loss, on GR E gas e 9 
a t Hu € 
‘Ameriéan trading, has been consolidated with group ER 2,888 8 $25 a = 8 3 8 
` EN A -— m f - 
income without attracting relief from United LE. = SSES Bd 3 E gë i. É 5 
Kingdom income tax because the trading giving rise fee wow SEN TT RM ds 
to the deficit-was conducted overseas. ^ EE E , 
=Z dën E 
;Profits tax, he points out, is also up (£51,588 ei. 8228 $99. y S 9 gig 
fu R SSS aj 028 A j| nM Apa 
against £37,180), but this is due in part to the ear $ =a. 3“ g S sig 
increased ordinary dividend. ZE Ke e no & 3 a. i z S d S 
- 'The name of the company, incorporated in 1885, FS ^ "Sg" EN E 
has in the past been synonymous with dog biscuits; | Zë: eta)  SESSBOEES e SS 
itis now a leading name in the. pet foods market z 5g $558 HIE EE 
generally. More recent board E cy has been to S $ E ET! 5089 ps 
diversify the group's interests by moderate. invest- | < 3: m i355 S es pg 
ments in subsidiaries whose Lade: is apart from pets. | © 85 S .g8 E 2 S Be 
- Mr Logan welcomes to the board Mr H. L. 1 cB E Zeg ESS > P 
‘Malvern, A.C.A., who joined oe company some years | E ER E E esp c 3 EHS? E. 
-ago as chief accountant. - a ZS 8 E: Ex XE 3 3 38 8 
` Z s? s Bag? $0::1::: 8 Es 
c> $ I E . 
Sumner Hat gear : og E Ht ii 3 2 å [ 
Eis: m “59° Foy KR 
direétors of Francis‘Suniner (Holdings) Ltd’, | 9 #2 Gog og A EB BIS 
i S $ A ` wien ke d ka HL i 
says Mr C, L. Walker, r.C.A., the chairman, o 52 xc Bac Bo PORIO23^9 £ 8 
zee Fee Säi E iiriiriiro 3 og 
"wish to keep shareholders . fully informed as to | 5 Ss . £58 Bee? oq O $s22s2222 < 3 
.their company's affairs, and they propose, therefore, | a X8 833 Ess 3 D x3 e z H? 
to issue a half-yearly. progress report.’ The first | B $8 7^" RE - Pie SE de 
: Ee De: - Cu 
.report will be made towards the end of July and as | Z 5 Ca? S 
d 5 SA5 € 
Ww 
d < 
FORD MOTOR COMPANY LIMITED AND SUBSIDIARIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT 
e us '" YEAR ENDED DÉI DECEMBER 1957 
iE i ] 1956 i 
TRADING INCOME FOR THE YEAR -m5 "T 
“(Note 1) : 18,042,573 8,765,045 E a E: & SS a 3 pu 3: SE? 3 S | S 
, Add: Interest Earned (Note 2) 1,156,862 1,223,797 ^ at 93 suxrs ed IO QNI d 
' Increase in Value of Securitiés 202,414 264,024 É ` Mom 3 S «= SA 2 d 
S ` — as Q e WA p. 3 
INCOME BEFORE TAXATION [9,401,849 — 10,253,866 n ri -- 
ENEE (Note3) 8,521,040 4,639,000 zZ x m m . e In | e 
CH KCL 
GROUP NET INCOME FORTHE YEAR, ; 10,880,809 561486 | È | Q = S5 RASE SG Së 
. (of this amount £8,852,579 (1956 £4,517,043} ` f Ü wi , ~ ZS l ] pw 
has been dealt with in the accounts of = « = E 
Ford Motor Company Limited " n e e 5 . DS 
- Amounts previously set aside no longer ra- >IT ; os w 2 
* quired: i z F g z 
Taxation: , 9 - «|n 6 Ü 
Ford Motor- Coripany Limited ` 182,000 711,000 2.10 : IPC e: 
- Subsldlarles ^. 18,000 — :139000 | -È | k Së o 
TA 11,080,809 6,464,866 SL : y 5 É 
APPROPRIATIONS : - JT 3 3 E 
' Dividends ier income Tax: 16, WË E iz- Pas S c > 
32, SB he 152 76,152 = EE. £ 
` Ordinary Capital S CETUR Se oir SE 8 x 
Interim Gol, $73,170 “560,974 | | £85 i B Bon 
Recommended Final ` (690)1,346,337 — 2,019, EX NE D. o a ` T sg _ 5 8 
P Lon € - Aé 
e b O aA Got 3 Du S T 
UNAPPROPRIATED INCOME OF THE u z o$ 3 25 ai RS 
© YEAR.. 0.4. 26 0. o. 8,985,050 4,705,793 s EELER E 
D = Ka o K d = 
.UNAPPROPRIATED INCOME OF  . l S O e E S 5L tus £z 205 
' PREVIOUS YEARS .. ..  .. 21,299,208 16,593,415 d 9.358 2 po tb SERIO 
. EG be $ S 9 ga l 3 345 f : 
UNAPPROPRIATED INCOME OF-TH 9 3 E SZ pO E $5 WERF 
GROUP RETAINED IN THE Zo Gent & ¿g  B5SEEA : 
BUSINESS .. — .. —.. — £30,84,58 — £21,299,208 -> BŞ d 2 SB : 
c ot z ) 
(Notes on and forming part of the accounts are E e d p 
given on pages 1822) [Reproduced herewith — Ed.] — ch 
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the company's is is to end-December, will cover 
the first er of 19 

“Towards the 2 of July’ looks like fairly prompt 
accounting. The annual accounts, Ed. are 
out only two and a half months after accounting 
date, which is comparatively good for a group with 
many such varied lines of activity as dressing gowns, 
weatherproofs, radio and television, ladies’ dress- 
wear, merchant convertors, gabardine manufac- 
turers, and manufacturers of die-pressings. 

‘Salient features’ included in the 1957 accounts 
give Group turnover £2,400,000; Total expenses 
(wages, materials, etc.) £1,965,000; Depreciation 
£39,000; Net profit before tax £396,000; Taxation 
£196,000; Net profit after tax £200,000; Appropria- 
tions to reserves (including pre-acquisition profits) 
£109,000; Ordinary dividend (20 per cent) £62,000; 
Carried forward £29,000. 

It is to be hoped that the half-year's report will Be 
at least as informative. 


A Precedent ? 


ECTION 209 of the Companies Act has become 
particularly important in this period of take-over 
bids. The section 1s applied in the final round of the 
take-over operation but we have recently noticed a 


CITY NOTES 


T new issue pressure on the stock-markets 1s 
already rising. This week has seen a £20 million 
New Zealand Government 6 per cent loan and next 
month will bring a public issue of loan stock by 
Gallaher Ltd, the tobacco group. 

Meanwhile, the stock-markets themselves are 
beginning to look a little tired after the pre-Budget 
rise and appear to be waiting for a fresh lead. The 
regularity- with which leading company chairmen 
emphasize the increasing fierceness of competition 
and the narrowing of profit margins has led to some 
marking time in industrial equity sections. 

In the gilt-edged market the Chancellor's policy of 
keeping credit easement in reserve as an econornic 
weapon has tended to dampen hopes of an early 
reduction in Bank rate, although the Treasury bill 
rate is now tending to discount a reduction in Bank 
rate to 5$ per cent. 

Leading industrial company reports show that 
where capital investment programmes in recent 
years have been heavy, earnings have kept in reason- 
able pace with expanding output. The Imperial 
Chemical Industries and Monsanto Chemicals’ 
figures have provided outstanding examples. 

It seems probable that for the present the rise in 
the equity markets has gone far enough and that 
interest will now tend to turn towards new issues. 
Much must continue to depend upon the American 
position and the extent to which the United Kingdom 
economy can continue to remain unaffected by the 
United States recession. 
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most unusual application of the section in a manner 
which quite possibly constitutes a precedent in 
matters of this kind. 

The point concerns Harrods (Buenos Aires) Ltd, 
two wholly-owned subsidiaries — South American 
Stores (Holdings) Ltd and South Atlantis Ltd — 
and a sub-subsidiary, South American Stores (Gath 
& Chaves) Ltd, 98:9 per cent of whose capital is 
held by South American Stores (Holdings) and the 
remaining 1'1 per cent by the minority holders. The 
present chairman of the main holding company, 
Harrods (B. A.), is Mr F. A. Stockpole, A.c.a. 

Early in 1955, the minority holders were invited 
to offer their shares at a price not exceeding 7s 6d. 
The move was evidently unsuccessful, for in February, 
last, Section 209 was invoked in this way: South 
Atlantis made an offer to acquire all the ordinary 
shares of South American Stores (Holdings) at a 
price of 21s rod per share. South American Stores 
Holdings) indicated that it would accept. Gath &. 

haves minority holders were notified of this, given 
an opportunity of accepting the same terms, and 
notified that Section 209 would be applied. 

The reasons for this unusual application of Sec- 
tion 209 have not yet been made clear. The majority 
and minority shareholders have peacefully co- 
existed for very many years past. 


RATES AND PRICES 
Closing prices, Wednesday, April 23rd, 1958 


Bank Rate | 
Sept. 17, 1953 34% Feb. 16, 1956 54% 
May 13, 1954 Es Feb. 7, 1957 5% 
Jan. 27, 1955 34% Sept. 19, 1957 7% 
Feb. 24, 1955 44% Mar. 20, 1958 6% 
Treasury Bilis 
Feb. 14 £6 os 10°5d% Mar. 21 £5 115 1°52d% 
Feb. 21 £5 19s 5'52d9; Mar. 28 £5 10s 764d% 
Feb; 28 £6 os 3°28d% April 3 £5'8s 6:30d94 
Mar. 7 £6 os s:10d% April 11 £5 6s 6:19d94 
Mar. 14 £6 os 6:59d95 April 18 £5 4s 0°93d% 
. Money Rates : 

Day to day 44-54% Bank Bill 
7 days 41-5176 2 months 58-5 t% 
Fine Trade Bills 3 months 58-5 1s 7o 

3 months 647% 4 months D SEA 

4 months 61—795 6 months 53-54% 

6 months 6¢-7% 

Foreign Exchanges 
New York 281$-t Frankfurt 11°73 
Montreal 2°734-f Milan 1754 
Amsterdam 1060-4 Oslo 20‘01¢-4 
Brussels (EMS Paris 1180-4 
Copenhagen 19°35¢-$ Zurich 12:231—241 
Gilt-edged 

Consols 24% 5 Funding 4% 60-90 87}x.d. 
Consols 4% 74 Savings AD] imd 8o diro 
War Loan 34% 68% Savings 3% 55-65 87 $ 
Conversion 34% 664 Savings 3% 60-70 ei 
Conversion 34%, 1969 Bet Savings 3% 65-75 73 
E r 595 1966 IOI reasury 24% 49$ 
Funding 3% 66—68 Bad Treasury 34% 77-80 76i 
Funding 3% 59-69 8o% ‘Treasury 34760 79-81 74% 
Funding 34% 99-04 71% Victory 4% 92d 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


REPORT OF THE COUNCIL FOR 1957 


We reproduce below the annual report! of the Council for the year 1957 to be 

presented to the seventy-seventh annual meeting of The Institute of Chartered 

Accountants in England and Wales to be held on Wednesday, May 7th, 1958, at. 

2 p.m. in the Hall of the Chartered Insurance Institute, 20 Aldermanbury, 
London, EC2. 


Scheme of Integration 
1. In the last report (paragraph 2)* the Council recorded 


' that on a poll of all members of the Institute the required 


| 


i 





| 


majority had been obtained for the passing of the resolution 
for the adoption of the scheme to integrate The Society of 
peters Accountants with the Institute. At a con- 


; firmato eeting held on April 17th, 1957, the resolution 
was CO and accordin 7 application was made to the 
' Privy Council for approval of the amendments to the sup- 


| plemental Royal Charter and the bye-laws as set out at 
| pages 56 cea of the last report. The amendments to the 
supplemental Charter were allowed by Her Majesty in 
Council on August 23rd, 1957, and on the same date the 
amendments to the bye-laws were allowed by the Lords of 
Her Majesty’s Privy Council. 

2. The parallel schemes between the Society and The 
! Institute of Chartered Accountants of Scotland and between 
the Society and The Institute of Chartered Accountants in 
| Ireland were adopted by the members of those chartered 
bodies and their constitutions were duly amended. After a 
poll of all its members The Society of Incorporated Account- 


' ants announced that the required three-quarters majority 


| 
i 


| 
| 


| 
| 
| 
| 
| 
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' had been obtained and on November 1st, 1957, the Society 
held an extraordinary general meeting when a special reso- 
lution placing the Society in voluntary liquidation was 


passed. 

3. All formalities having thus been completed the schemes 
of integration became effective on November znd, 1957. A 
Press announcement in the following terms was issued by 
the Council of the Institute on November rst, 1957: 


Schemes of Integration 

"The Schemes of Integration whereby members of The 
Society of Incorporated Accountants become eligible for 
membership of The Institute of Chartered Accountants 
in England and Wales or, as appropriate, ‘The Institute of 
Chartered Áccountants of Scotland or The Institute of 
Chartered Áccountants in Ireland, effective as 
from November and, 1957. - 

‘As a result of the schemes the tree Chartered Insti- 
tutes will comprise within their membership an over- 
whelming proportion of all accountants in public practice 
in the United Kingdom and the Republic of Ireland and 
of those who have obtained their qualification after prac- 
tical experience in the offices of practising accountants in 
the United Kingdom and the Republic of Ireland. 

"The Councils of the three Chartered Institutes are 
setting up a joint standing committee to co-ordinate 
policy on matters arising in connection with the adminis- 
tration of the schemes and to consider any matter of 
common interest which may be referred to it by any of 
the three Institutes. 

_ "Members of The Institute of Chartered Accountants 
in England and Wales and members and students of The 
_ Society of Incorporated Accountants will shortly receive 


1 The Appendices and some references to them In the report aro not repro 


* Soo The Accountant, April 20th, 1957, at page 457. 


a communication regarding the procedure for bringin 

the schemes into operation. There is therefore no pe 

for them to make inquiries. 

4. On November 7th, 1957, the Council issued a notice to 
all members of the Institute informing them that the Scheme 
of Integration had become effective and enclosing a copy 
of a notice issued by the Society to its members with forms 
of application for s EDUC to membership of the Institute. 
The notices issued by the Society were accompanied by a 
letter in the following terms addressed by the President of 
the Institute to the members of the Society: 


Schema of Integration 

‘Your President has kindly arranged for this letter to 
be enclosed with his communication re g the pro- 
cedure for applying for membership of the Institute 
under the Scheme of Integration. 

'| realize that all members of the Society must have 
some regrets at its liquidation after so many years of 
honourable existence and that there are some who were 
unable to support the scheme. Nevertheless, I feel con- 
fident that the Institute will receive from its new members 
the same support and loyalty that they have previously 
given to the eae PP 

"The aim of the Council of the Institute is to implement 
the scheme as smoothly and quickly as possible, notwith- 
standing the enormous amount of administrative work 

- which is involved. Your co-operation in following the 
application procedure will help greatly to achieve this 


aum. 
*On behalf of the Council I welcome to the Institute 
the members of the Society who will be joining the 

Institute under the scheme.’ . 

5. Up to the date of this report, 9,346 cies of the 
Society have been admitted to membership of the Institute 
under the Scheme of Integration, eight at the Coun- 
cil meeting on December 4th, 1957, 977 at the Council 
meeting on January 8th, 1958, 4.945 at the Council meeting 
on February sth, 1958, 2,592 at the Council meeting on 
March sth, 1958, an 924 at the Council meeting on April 
2nd, 1958. The total of 9,346 members so admitted com- 
prises: 






Fellow s Get E 
Associate , 
Incorporated Accountant mam- 

ber P. SA A. oc ag 


6. With the RES S giving important Institute infor- 
mation immediately to members admitted under the 
Scheme of Integration the following documents have been 
sent with the admission letters: 

s) Short List of library books. ` 
Gi P Unlawful Acts or Defaults by Clients vi 
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(ui) "Professional Ethics’ -a paper by Mr D. V. House, 
F.C.A. 

(iv) A list of some Institute publications. 

(v) Summer course notice. 

In addition, the following statement was made in the 
admission letters: 

‘Normally a new member of the Institute receives with 
his admission letter a Members’ Handbook and a book 
containing the Royal Charters and Bye-laws. ‘These pub- 
lications are now being brought up to date and reprinted 
in a new form for distribution to all members as soon as 
practicable, but this will not be for some months. Mean- 
while I regret that the old editions are not available. They 
can, however, be referred to in the library at Moorgate 
Place and in the libraries of the district societies.’ 

7. In order to avoid undue delay in admission to member- 
ship under the Scheme of Integration the members of the 
Society were invited to apply for membership on the basis 
that, if the category of membership claimed were found to 
be incorrect after detailed verification, the Council would 
be entitled to rectify the category in which a member had 
been admitted. Admissions have been made on this under- 
standing and the process of verification is now being carried 
out but will require some time to complete. Membership 
certificates will be issued when the Council is satisfied that 
the correct category of membership has been established. 

8. The Council wishes to record its appreciation of the 
work which is being done by district societies and students’ 
societies towards the smooth and successful implementation 
of the scheme in their areas. 

9. Other matters concerning the scheme are referred to 
later under appropriate headings of this report. 


President and Vice-President 


i0. At the meeting of the Council held on Wednesday, 
June sth, 1957, Mr William Halford Lawson, C.B.E., B.A., 
F.C.A., London, was elected President for the ensuing year 
in succession to Mr Arthur Seymour Hamilton Dicker, 
M.B.E., F.C.A., Norwich. Mr William Leonard Barrows, 
F.C.A., Birmingham, was elected Vice-President. 


Resignations from the Council 


- 11. The Council has to report with regret the resignation 
of the following from membership of the Council: 

Sir Harold Montague Barton, F.c.a., London, a mem- 
ber of the Council since 1928 and President for the year 
1944-45. He was a past chairman of the Planning Com- 
mittee and chairman of the Disciplinary Committee. 

Sir Bernhard Heymann Binder, F.c.a., London, a 
member of the Council since 1932 and President for the 
year 1948-49. — 

Mr Charles William Boyce, C.B.E., F.c.A., Bradford, a 
member of the Council since 1935 and President for the 
year I951—52. He was a past chairman of the Applications 
and Investigation Committees. 

Mr Eric Carpendale Corton, F.C.A., Leicester, a mem- 
ber of the Council since 1952. 

Mr Gilbert David Shepherd, M.B.E., R.C.A, Cardiff, 
a member of the Council since 1929 and President for 
part of the year 1946-47 and for the year 1947-48. He 
was a past chairman of the Library Committee and 
chairman of the Disciplinary Committee. 

IMr Basil Smallpeice, B.COM., A.C.A., London, à mem- 
ber of the Council since 1948. 


New Members of the Council 


I2. The vacancies on the Council caused by the resig- 
nations reported above have been filled as follows and in 
accordance with bye-law 13 a resolution confirming the 
appointments will be submitted to the annual meeting: 

Mr George Thomas Everard Chamberlain, F.C.A., 

Leicester. 

(Mr Stanley Dixon, M.A., A.C.A., Birmingham. 
Mr John Godfrey, M.A., ¥.C.A., London. 
Mr John Eric Talbot, r.c.4., London. 


1 Denotes member not in practice. 
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Mr Victor Walton, F.c.a., Leeds. 
Mr John Colin Montgomery Williams, F.c.a., Swansea. 
13. The Council was pleased to welcome to its member- 

ship in December 1957, the ten members of the Council of 
the Society appointed under clause 18 of the Scheme of 
Integration. Two of them, Mr Harold Leslie Layton, 
M.S.M., F.C.A,, and Sir Richard Ernest Yeabsley, C.B.E., 
F.C.A,, were already members of the Institute and the other 
eight were admitted to membership under the scheme on 
December 4th, 1957. The ten ‘Society’s appointed members’ 
of the Council are: 

tMr John Ainsworth, M.B.E., M.COM., F.8.4.A., Liverpool. 

Mr Edward Baldry, r.c.4., London. 

Mr Charles Percy Barrowcliff, F.C.4., Middlesbrough. 

!Mr Leonard Cecil Hawkins, A.C.A, London. 

Mr James Stanley Heaton, F.c.a., Keighley. 

Mr Hugh Oliver Johnson, F.c.a., Bath. 

Mr Harold Leslie Layton, M.8.M., F.c.a., London. 

Mr William Bertram Nelson, C.B.E., F.C.A., Liverpool. 

Mr Frank Edward Price, F.c.a., Newport, Mon. 

Sir Richard Ernest Yeabsley, C.B.&., F.c.a., London. 


Retirement and Election of Members of the Council 


I4. The following nine members of the Council retire 
under bye-law 5 and are eligible for re-election. The names 
of the eight members in practice have been referred to the 
district societies concerned and no other names have been 
submitted. The Council recommends the re-election of all 
nine members: 

Mr Harold Garton Ash, opp, M.C., F.C.A., London. 

Mr William Gordon Campbell, B.A., F.c.4., London. 

Mr William Speight Carrington, F.C.A., London. 

Mr Claude Croxton-Smith, M.A., LL.B., F.C.A., Bristol. 

Mr Arthur Seymour Hamilton Dicker, M.B.E., E.C.A., 

Norwich. 

4Mr Philip Vaughan Roberts, a.c.a., Bristol. 

Mr Charles Maxwell Strachan, 0.B.E., F.C.A., Hull. 

Mr George Lawrence Capel Touche, B.A. F.C.A., 
. London. 

Mr Alexander Dalrymple Walker, F.c.a., Liverpool. 

15. In addition, the following two of the ten ‘Society’s 
appointed members’ of the Council retire in accordance 
with bye-law 5 and clause 18 of the Scheme of Integration. 
They are eligible for re-election and the Council recom- 
mends their re-election: 

Mr Charles Percy Barrowcliff, r.c.4., Middlesbrough. 
Mr William Bertram Nelson, C.B.E., F.c.A., Liverpool. 


Council and Committee Meetings’ 


16. During the year 1957 the Council met on 14 occasions, 
on 11 of which both special and ordinary meetings were 
held. The following committees held 180 meetings: 


Applications ae 12 Investigation .. we X2 
Disciplinary (ao X4 Library Ki 4 
District Societies .. 3 Overseas Relations .. 3 
Examination.. oe. vd Parliamentary and Law 11 
Finance vs ix RI P. D. Leake .. EE 
General Purposes .. 12 Summer Course 
Special committees and sub-committees of 
standing committees .. d 92 


The foregoing table does not include meetings with repre- 
sentatives of other bodies on matters requiring joint con- 
sideration; nor does it include Taxation and Research 
Committee meetings which are recorded separately in 
paragraph 112. 


Non-Practising Members Consultative 
Committee 


17, On November 6th, 1957, the Council decided to set 
up a committee to be known as the Non-Practising Members 
Consultative Committee with the following terms of 
reference: 

(i) To consider and report on any matters submitted to 

it by the Council. 

(11) To put before the Council its opinions on any matters 

affecting members in industry or commerce. 
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The membership of the committee is as follows: 


The President and Vice-President. 

‘The chairman and vice-chairman of the General Pur- 
poses Committee. 

The members of the Council who are not in practice. 

Two non-practising members nominated by the 
Taxation and Research Committee. 

Six non-practising members to be co-opted by the 
committee itself, 

; The committee has appointed as its chairman Mr Leonard 


! Cecil Hawkins, A.C.A, a member of London Transport 


. Executive. 


18. The two members nominated by the Taxation and ` 


' Research Committee are: 


i 


Mr Charles Whitmore Aston, A.C.A., general manager, 
Peninsular and Oriental Steam Navigation Co. 
Mr John Cartner, A.c.a., director and secretary, The 
Metal Box Co Ltd. 
and the new committee has so far co-opted the following 


, members: 


-— a me Seegen 


l 
i 
i 
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| Wednesday, July 3rd, 


Mr Eric Maurice Clayson, A.C.A., managing director, 
Birmingham Post and Mail Ltd. 

Mr William Frederick Edwards, A.C.A., director, treas- 
urer and secretary, General Motors Ltd. 

Mr Joseph Latham, C.B.E. A.C.A., deputy chairman, 
National Coal Board. 

Mr Edward Julian Pode, A.C.A., managing director, 
Steel Company of Wales Ltd. 


Annual Church Service 


I9. The annual church service was held at noon on 
1957, at St Margaret’s Church, 
Lothbury, EC2, and was attended by the President and 


, members of the Council as well as by a number of other 


members of the Institute. The service was conducted by 


| the Rector, the Rev. A. John Drewett, M.A., B.SC., and an 
' address was given by the Rev. Austen Williams, M.A., Vicar 


of St Martin-in-the-Fields. This address was reported in 


, The Accountant of July 6th, 1957. The lesson was read by 


Mr W. H. Lawson, Cap, B.A., F.C.A., President of the 


' Institute. 


| 
| 
| 


20. The service in 1958 will be held at 1 p.m. on Wed- 
nesday, July and, at St Margaret's Church, Lothbury. The 
Council hopes that as many as possible of ‘the members of 
the Institute will attend. 


Hospitality 


21. President's Dinner. In accordance with custom, the 
President's Dinner was held on the evening of April 30th, 
1957, the day preceding the annual meeting of the Institute. 

e names of those present were reported in The Accountant 
of May 4th, 1957. 

22. Special Luncheon. The President and members of the 
Council entertained the Lord Mayor of London, Colonel 
Sir Cullum Welch, Bt., opp, M.C., at a luncheon in the 
Oak Hall on October znd, 1957. Other guests were Mr 
Sheriff Anthony Clifton-Brown, T.D.; Sir Irving Gane, 
K.C.V.O. (City Chamberlain); Mr R. J. Hayward, R.D., F.C.A. 
(Chief Commoner); Mr E. H. Nichols, r.p. (Town Clerk); 
Mr W. E. Sykes, M.C., J.P., F.C.A. (Chairman of the Coal and 


' Corn and Finance Committee); Mr Leslie B. Prince, M.A., 


F.C.A. (Chairman of the Rates Finance Committee); Mr 
R. S. Walker, r.R.1.C.8. (City Surveyor); Mr William T. 
Boston, O.B.E. (Senior Esquire to the Lord Mayor); Com- 
mander J. R. Poland, n.w. (retd.) (Swordbearer); Colonel 
J. Hulme Taylor, 0.3.2. (Common Cryer and Serjeant-at- 
Arms); and Brigadier Richard Gooch, D.8.0., M.C. (Marshal 
of the City of London). 


Membership Changes 


23. During the year 1957, 902 new members were 
admitted. ese include the 8 members admitted under 
the Scheme of Integration in December 1957, see para- 
graph 13. Admissions under the scheme in 1958 are referred 
to in paragraph 5.) Nine former members resumed member- 
ship, 5 through revocation of exclusion and 4 through re- 
admission after resignation. Under clause 22 of the supple- 
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mental Royal Charter 28 members were excluded (16 of 
them for non-payment of subscription). Twenty-four 
members resigned and the deaths of 149 members were 
reported. 

24. One application for admission as an associate was 
refused. One application for revocation of exclusion was 
refused. An application for re-admission to membership 
was acceded to but did not take effect by reason of non- 
payment of the amount payable on re-admission. 

25. The admission of 4 members became void under bye- 
law 41. One of them was later admitted and is included in 
the total of 902 in paragraph 23 above. The other three did 
not make a further application in 1957. 

26. The number of members of the Institute on January 
Ist, 1958, was 20,124 compared with 19,414 on January 1st, 
1957, an increase of 710. The changes are shown by the 
following statement and in accordance with the alteration 
to clause 31 of the supplemental Royal Charter members in 
the Channel Islands and the Isle of Man are no longer 
classified as being 'not in England or Wales': 
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Ki w^ 
Ch nH 
Lal H 
E AP 
H H 
5 8 
5 E 
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Fellows not in 
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F n ws sheen 
or 
i m za bAi 5} 268 3| 1b--b.g. 24) 28) 240 
Associates in f 
practice fås. 292| 3446] 13| 1| 5167.4. 353| 372) 3074 
Associates not 
in practice k.n. 134.10802 45/27] 93.0. 475) 35010252 
Assoclates not 
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12 Fellows not in practice became fellows in practice. 


275 Associates in practice became fellows in PE 
51 Fellows in practice became fellows not in 
land or Wales, 


e 4 Fellows in practice became fellows not in 
1 Fellow in practice became an associate in 
8 Fellows not in England or Wales became fellows not in practice, 
4 Fellows not in practice became fellows not in England or Wales. 
1) EE 


Wales. 
j) i5 Serge In practice became associates not in England or Wales, 
Rk} 63 Associates in practice became associates not in practice. 
D 284 Associates not Pin tice became associates in practice. 
m) 7 Associates not in d or oe Wales became associates in practice. 
ai or Associates not in or Wales became associates not in 


practice. 
(0) 19x eram tes not in practice became associates not in England or 
ea, 


Fellowship 


27. During the year 1957, 282 associates were elected to 
fellowship (compared with 260 in 1956) and 6 applicants 
were admitted to membership as fellows under the Scheme 
of Integration. 

28. In the last report (paragraph 19)! reference was made 
to the present distinction between associates and fellows 
(which has existed throughout the history of the Institute) 
and it was stated that the Council intended to submit a 


^ 
d 16 Fellows not in d or Wales became fellows in practice. 
c 


. report and, if possible, proposals to members at the earliest 


opportunity, probably at the annual meeting in 1958. 

29. Considerable thought has been devoted to this matter 
by the Council and the conclusion reached by the Council 
is that an associate should automatically become a fellow 


1 Seo The Accowntani, April 30th, 1957, at page 458. 
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after the completion of five years! membership as an 
associate, but in order to avoid unnecessary administrative 
work the change to fellowship should take place on January 
18t following the completion of the five years. Such a change 
in the Institute's constitution would involve amendments 
to the Royal Charters and the bye-laws. The Council con- 
siders that it would not be appropriate to submit resolutions 
for that purpose without giving members ample time in 
which to consider the proposal and therefore the present 
intention of the Council is to submit resolutions to the 
‘annual meeting in 1959. 

30. As part of the foregoing proposal it will be necessary 
to consider whether there should be a narrowing of the 
difference between the rates of subscriptions payable by 
fellows and those payable by associates and of the difference 
between the rates payable by practising members and those 
not in practice. l 


Reduced Subscriptions: Bye-law 43 


41. Retired members. The subscriptions of 546 retired 
members were reduced to one guinea for the year 1957 
under bye-law 43. (The number of subscriptions reduced 
in 1956 was 507.) When the Scheme of Integration became 
effective the Council decided that it will recognize a period 
of membership of the Society of Incorporated Accountants 
as membership of the Institute for the purpose of the pro- 
visions of bye-law 43. It has been the practice of the Council 
to allow the reduced subscription for any member who is a 
minister of religion or is training at a theological college. 
The Council has now decided that the reduced subscription 
will also be allowed for any woman member who is married 
and is not engaged in any business activities or employ- 
ment. A statement to that effect will appear in Accountancy 
for April 1958 and in The Accountant of April 12th, 1958. 

32. National service. The subscriptions of 678 members 
engaged on compulsory full-time national: service on 
January 1st, 1957, were reduced to one guinea under Dye- 
law 43 in accordance with the concession introduced in 1956. 


List of Members 


33. Distribution. The List of Members for the year 1958 
was distributed to those members who completed the 
business reply card stating that they wished to have a copy. 
This procedure followed that adopted for the 1954 and 
subsequent lists and again resulted in a substantial saving 
of expense. A similar course will be followed for the 1959 
list. A member who wishes to receive a copy is asked to 
complete the business reply card which accompanies this 
report and to return it forthwith. The printing order will be 
based on the number of cards returned and the list cannot 
therefore be supplied to members whose cards have not 
been returned by October 31st, 1958. 

34. Members admitted under the Scheme of Integration. 'The 
effective date of the Scheme of Integration was too late to 
enable the 1958 list to include any members admitted under 
the scheme but it proved possible to include a brief note 
' recording that the scheme bad become effective and giving 
the names of the 'Society's appointed members' of the 
Council. The 1959 list will indicate, against the name of each 
member admitted under the Scheme of Integration, the 
year of admission to membership of the Society and where 
applicable the year of election to fellowship of the Society. 


Members’ Handbook 


35. For some years the Council has regarded as essential 
the preparation of a comprehensive handbook, containing 
all important Institute documents and information, in loose- 
leaf form so that it can be kept up to date by the issue of new 
and replacement matter. The compilation of such a hand- 
book has been delayed because of the volume of other 
business requiring the attention of the Council and the staff, 
but the work is now in hand. When finally completed the 
handbook will consist of two loose-leaf binders. Part I will 
contain matter-of a domestic nature such as the Royal 
Charters and bye-laws, statements concerning professional 
conduct, Institute regulations generally, information about 
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district societies and so on. Part II will contain technical 
documents such as the recommendations on accounting 
principles and the statements hitherto issued as pamphlets 
of notes. 

36. The issue of the handbook will not, however, be 
delayed until it has been fully compiled. The initial issue 
(which it is hoped will take place in the summer of 1958) 
will be the Part I binder containing an up-to-date reprint 
of the Royal Charters and bye-laws. Soon afterwards an 
up-to-date reprint of the existing Members! Handbook will 
be issued for insertion in the same binder. It is intended 
that when new technical documents are ready for issue they 
shall be inserted temporarily in the Part I binder and later 
transferred to a Part II binder as the handbook is expanded 
into its final form. 

37. The procedure indicated in the preceding paragraph 
is being adopted partly as a matter of convenience but 
mainly use of the importance of giving to members 
admitted under the Scheme of Íntegration an up-to-date 
edition of the Royal Charters and bye-laws and an up-to- 
date edition of the existing Members! Handbook which was 
issued in. 1950 and expressed to be a temporary measure 
designed mainly for newly-admitted members. Stocka of 
the existing books (which are themselves out of date, par- 
ticularly since the Scheme of Integration became effective) 
are insufficient to enable copies to be SIC to the mem- 
bers admitted under the scheme and it would be inappro- 
priate to incur the substantial cost of reprinting these docu- 
ments in their present form for issue to these members at a 
time when work on the new handbook is in progress, 

38. Tbe binders will be of good d Ee should last 
for many years with reasonable kendin . The contents will 
be printed on good quality paper uu should also prove 
durable with careful use. After full consideration the Council 
has decided that the handbook should be sent to every 
member of the Institute without charge. 


Disciplinary Action 

39. Details are given in the Appendix, page 79,! of the 
findings and decisions of the Disciplinary Committee, or 
where applicable of the Appeal Committee, since the last 
report, on formal complaints preferred by the Investigation 
Committee in accordance with its duty under bye-law 105. 
The findings and decisions have been published in The 
Accountant. As from January 1958 the findings and decisions 
of the Disciplinary Committee, or where applicable of the 
Appeal Committee, have been published also in Accountancy, 


Professional Conduct 


40. The following statement was authorized by the 
Council at its meeting on March 5th, 1958, and published 
in Accountancy of March 1958 and in The Accountant of 
March 15th, 1958: 

Publication of Books and Pamphlets, Articles and 
Letters to the Press by Members 
'(a) It is permissible for a member who is the author of 

a book or pamphlet to state his name and to use the 

description or designatory letters to which he is entitled 

as a member of the Institute but the addition of the name 
of the author’s firm by a practising member or ‘of the 

author’s firm or company by a member associated with a 

firm or company which carries on any of the functions of 

a practising member, would be objectionable and could 

form the basis of a complaint of discreditable conduct. 

*(b) It is permissible for a member who is the author of 
an article in or letter or other contribution to the Press to 
allow his own name to be mentioned or alternatively to 
use as a nom-de-plume the description or designatory 
letters to which he is entitled as a member of the Institute. 

‘The addition (other than in the accountancy journals) of 

the name of the author’s firm by a practising member or 

of the author’s firm or company by a member associated 
with a firm or company which performs any of the func- 
tions of a practising member or the addition by any such 
member of the description or designatory letters to which 


1 Not reproduced. 
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| he is entitled as a member of the Institute would be 
| objectionable and could form the basis of a complaint of 
| discreditable conduct.’ 
Honours and Decorations 
| 41. The Council congratulates the following members 
who have received honours and decorations since the last 
report, The list includes members who received their 
honours before admission to membership under the Scheme 
of Integration. Baronetcy 
Sir Robert Chapman, C.B., C.M.G., C.B.E,, D.8.0., T.D., B-A., 
Di, F.A. K.B.E. 
iG. H. Walton, C.B., C.B.E., T.D., D.L., J.P., A.C.A. 
Knights Bachelor 

= J. R. L. d'Erlanger, c.3.8., A.C.A., H. W. L. Reddish, F.c.a. 

C.B.E. 
d B. L. Clark, A.C.A., W. R. Clemens, F.C.A., G. R. Freeman, 
pou McDougall, A.C.A., G. H. White, O.B.E., A.C.A. 


O.B.E. 
n. S. Borner, V.R.D., A.C.A., E how, F.8.A.A., (TA 
"Reilly, F.C.A., H. B. 


| Lawton, LL.D., M.8C., A.C.A., N 
‘Sheasby, M.B.E., F.C.A. M.B.E. 


E. T. Denton, B.A., F.C.A., H. E. Fairbank, a.s.a.a., H C, F, 
Gill, A.C.A., F. C. Goodger, A.C.A, R. G. R. Marshall, A.C.A., 
C. H. Young, F.C.A. T.D. 


R. Crozier, F.C.A., E. S. Parker, A.C.A. 
E.D. 


R.D. 


T. T. Cherry, ACA. 


poem Millar, F.c.A. 


National Public Service 


| 42. Since the last report the following members have 
Tg dme special appointments of national importance. The 

list does not include innumerable appointments of import- 
ance in local or regional spheres of public service. - 


Member 
| Mr H. A BxNSON, O.*.E., 
¥.C.A, 
| Mr J. CLAYTON, 4.0.4, 
Seir ofan aio bury comite on forts 
' Mr W. G. DENSEL, GA, i 


with a to advising on revision of 

i present fares, 
By the Prime , to membership of the 
Council on Prod ty and Incomes, 


Prices, uctivi 
By the Minister of Transport and Civil Avia- 
to examíne and pori n on the pur- 
licy of the tish Transport 
n and the allegations made about 


specific contracts, 
Vy tie Maia tes of Honing ege Coven: 
ment, to membership of the Clean Air 


Coancil, 
To membership of the Royal Commission to 


Sir Harotp Howirr, ong. 
D.8.0., M.O., D.L., ¥.0.4, 


- e mee eee ee v 


Mr J. LATHAM, O.B.E., A.C.A. 


Mr W. H. Lawson. ong, 


t 
| 
B.A., EA, SEH 
! Me Be N By the Bona f Trade, i with the 
FEIRAM NELSON o n agreement 
C.B.E., ¥.0.A. f Chancellor of the Exchequer to member. 
i deeg Eege 
ty of the t tion and 
status of the Export ts Guarantee 
t for the of its 
statutory duties, 
bus poer He Maksty the J has signified her fn- 
RK T Sokoa Coorpxa, ship d Res g 2 whole-time member- 


| Council Nominations to Other Bodies 


; 43. Bristol University. On September 4th, 1957, the 
; Council nominated Mr C. Croxton-Smith, M.A., LL.B., 


- F.C.A., as the representative of the Institute on the of 


the University, Bristol, for a period of seven years. 
i 44. British Conference on Automation and Computation. 


In June 1957 Mr J. D. Green, r.c.4., and Mr P. D. Irons, 
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B.COM., A.C.A., were appointed to represent the Institute at 
meetings of Group B (which covers the development and 
applications of com ege automatic controls and program- 
ming techniques) of the British Conference on Automation 
and Computation. 

45. City of Londom College. On April 3rd, 1957, the 
Council nominated Mr P. F. Carpenter, F.C.A., as the repre- 
sentative of the Institute on the Governing Body of the City 
of London College until March 1 mn On poi 5th, 1958, 
the nomination was extended un 

46. Hull University. On Noe bore. 6th, 1957, “the Council 
nominated Mr D. C. S. Downs, F.c.a., as the representative 
of the Institute on the Court of the University, Hull, for a 
period of three years. 

47. London Chamber of Commerce. On March sth, 1 1958, 
the Council nominated Mr J. E. Talbot, F.c.a., as one o 
two honorary auditors of the London Chamber of Come 
merce for a period of three years. 

. Royal Sud of Arts. On April 3rd, 1957, the Council 
nominated Mr J. H. Mann, M.B.E., M.A., F.C.A., as the repre- 
sentative of the Institute on the ons Committee 
of the Royal Society of Arts. 

49. Trustee Savings Banks Inspection Committee. On 
November 6th, 1957, the Council appointed Mr George R. 
Freeman, C.B.E., F.C.A., a member of the trustee Savings 
Banks Inspection Committee for a further period of four 
years to November 2oth, 1961. 


Deaths of Members 


so. The Council records with regret that the deaths of 
the following members have been reported up to the date 


of preparing this report.? 


Examinations in 1957 


51. Institute examinations, Examinations were held in 
May and November 1957, the Preliminary examination m 
London and Manchester and the Intermediate and Final 
examinations in London, Birmingham, Leeds, EE 
and Manchester. The following were the results 


4,735 
* Including one disqualified. 

52. Examinations of the Society. The November 1957 
examinations of The Society of Incorporated Accountants 
were at the request of the Council conducted by the Society 
88 examinations of the Society in view of the fact that all the 
arrangements appertaining to those examinations had been 
concluded prior to the date at which the Scheme of Inte- 
gration became effective. The Society announced the results 
of these examinations as follows: 





* In addition, rz candidal Who edt for bots cart peel m Pat Gly 
and 3 such candidates paseed in Part II only. 

53. Prizes and certificates of merit. Lists of the candidates 
awarded prizes and certificates of merit in the Institute's 
examinations and in the November 1957 examinations of 
the Society appear in the Appendix, page 82.7 


Examinations of the Society 
54. Under clause 16 of the Scheme of Integration the 
Institute will (for the limited periods there specified) con- 
1 The names are not reproduced. 
* Not reproduced, 
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duct examinations of the Society. For this purpose a Board 
of Examiners has been appointed, consisting of the Society’s 
Board of Examiners and representatives of the Institute, 
representatives of The Institute of Chartered Accountants 
of Scotland and representatives of The Institute of Char- 
tered Accountants in Ireland. Mr C. A Evan-Jones, M.B.E., 
the former Deputy Secretary of the Society, has been 
appointed Secretary of the Board. The Council has made 
regulations relating to eligibility for such examinations and 
these were set out in ‘Notes’ sent in December 1957 to all 
Society articled clerks and bye-law candidates with forms 
on which to apply to register under the Scheme of Integra- 
tion. The ‘Notes’ were published in The Accountant of 
November 16th, 1957. 


Increased Examination Fees 


55. The Council has decided that, commencing with the 
November 1958 examinations, the following increased 
examination fees shall be payable: 


Institute Final examina- 6 sd 


tion .. 7 7 o(present fee £6 6s od) 
Society Intermediate 
examination . . 5 S O(present fee £4 4s 0d) 
'The fees for the Bier examinations of the Institute and of 
the Society remain unchanged. An announcement to the 
above effect will be published in Accountancy of April 1958 
and in The Accountant of April 12th, 1958. 


Final Examination Syllabus 


56. Commencing with the May 1957 Final examination 
the subject 'General Financial Knowledge and Cost 
Accounting’ was replaced by ‘General Financial Knowledge, 
Cost and Management Accounting’. The decision of the 
Council at its meeting on November and, 1955, to make the 
above alteration is recorded in paragraph 33 of the annual 
report for 1955. 


Disqualification of an Examination Candidate 


57. The following statement was published in Accountancy 
of February 1958 and in The Accountant of February 15th, 
1958: 

“The chairman of the Examination Committee reported 
that a candidate in the November 1957 Final examination 
had been found to be in possession of notes in the examin- 
ation room during one of the papers and that the Examin- 
ation Committee had, after inquiry, disqualified this 
candidate and informed him that he would not be allowed 
to present himself for examination on any subsequent 
occasion.’ 


Permission to sit for an Examination 


58. In October 1957 the Council considered the examina- 
tion record of a former articled clerk and decided to grant 
him permission to present himself for the Intermediate 
EE on one Bc occasion only, either in Novem- 
ber 1957 or in May 1958. 


Exemption from the Preliminary Examination 


59. Bye-law 78. During the year 1957 certificates of 
exemption from the Preliminary examination were issued 
to 1,723 persons who had passed exempting examinations, 
compared with 1,533 in the previous year. 
Go, Scottish examinations, At its meeting on May rst, 
1957, the Council decided to amend the conditions under 
which one.or more performances in the following examina- 
tions are recognized for the purpose of exemption from the 
Preliminary examination under bye-law 78: 
Senior leaving certificate examination of the Scottish 
Education Department. 

Scottish leaving certificate examination. 

Preliminary examination of the Scottish Universities 
Entrance Board. 

61. Exemption fee. The Council has decided, with effect 
from July rst, 1958, to increase from two to three guineas 
the fee for exemption from the Preliminary examination 
under bye-law 78. An announcement to that effect will be 
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published in Accountancy of April 1958 and The Accountant 
of April rath, 1958. 

62. November 1957 Preliminary examination of the Society. 
The Council decided in August r957, as an exceptional 
measure, that a pass in the November 1957 Preliminary 
examination of the Society would be accepted for the pur- 
pose of exemption from the Institute's Preliminary examin- 
ation in the event of the Scheme of Integration becoming 
effective. 

63. Bye-law 79. During the year 1957 exemption from the 
Preliminary examination was granted to 9 persons, not 
being under thirty years of age, who made applications under 
bye E 79 which relates to a person who at the date of 
application had been for ten years continuously in employ- 
ment as clerk to a member or members in practice. (The 
number of applications granted in 1956 was 23.) The 
Council has decided that the words ‘clerk to a member or 
members in practice' shall for this purpose include employ- 
ment as clerk in England or Wales to & member of the 
Society in public practice who becomes a fellow or associate 
of the Institute under the Scheme of Integration. An 
announcement to that effect was made in Accountancy in 
February 1958 and in The Accountant of February 15th, 1958. 


Articles of Clerkship 


64. Registrations. During the year 1957 the number of 
articles of clerkship registered was 1,624 compared with 
1,596 in 1956. To the end of November 1957 the registra- 
tions numbered 1,420 compared with 1,527 in 1956, but in 
December 1957 the number registered was 204 compared 
with 69 in December 1956, an increase which reflects the 
commencement of the operation of the Scheme of Integra- 
tion. The total registrations in the five years to December 
31st, 1957, were 7,026. 

65. Prescribed clauses. One application was 


ted during 
the year 1957 for permission to waive the in 


usion of some 


of the provisions prescribed under bye-law 51 for inclusion 


in all articles. (In 1956 six applications were granted.) 

66. Bye-lato 58 (c). During the year 1957, 36 applications 
were granted under bye-law 58 (c) in respect of articled 
clerks desiring to spend periods not exceeding six months 
in an industrial, commercial or other suitable organization. 
(In 1956, 25 applications were approved.) 

67. Permitted number of articled clerks. As part of the 
Scheme of Integration an amendment wes made to bye-law 
56 to permit a member in practice to take under articles 
four clerks instead of two. At the same time a new bye-law 
564 was introduced under which the Council may, in its 
absolute discretion, on the application of any fellow or 
associate in practice permit him to have in his service at the 
same time more than the number of articled clerks allowed 
under bye-law 56 in any case in which it considers it desir- 
able so to do and upon such terms and conditions, if any, 
as it thinks fit. On October 4th, 1957, a letter was sent to 
every praning member of the Institute in England and 
Wales stating that the Council was considering the circum- 
stances in which, if the scheme became effective, it would 
be prepared to exercise its discretion under b e-law 56A. 
Members who contemplated making an application for 
additional articled clerks were requested to write to the 
Secretary. As a result of this letter, 34 members or firms 
wrote to the Secretary and, of these, 20 firms submitted 
further particulars. The Council has now decided the 
principles on which it will deal with applications under 
bye-law 56a for additional articled clerks. in general it will 
have regard to the number of qualified employees and to the 
number of partners who are members of The Institute 
of Chartered Accountants of Scotland or The Institute of 
Chartered Accountants in Ireland. Any member or firm 
wishing to make an application under bye-law 56a should 
in the first instance write to the Secretary who will let him 
know what particulars are required. 


Vacancles for Articled Clerks 


68. As stated in the booklet Why Not Become a Chartered 
Accountant? (see paragraph 81 of this report), the Secretary 
is willing to give assistance in finding a member who has a 
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be vacancy for an articled clerk. Introductions have 
been given to a considerable number of prospective articled 
clerks, Members with vacancies, including vacancies for 
overseas students, are invited to give their names to the 
Secretary. Where an inquiry is received from a member or 
prospective articled clerk outside the London area it is 
normally referred to the honorary secretary of the relevant 
district society. In London all inquiries are dealt with by 
the staff of the Institute and no introduction to a member 
is given until the prospective articled clerk has attended for 
interview at the Institute. 


1 
l Students from Overseas 


| 

| 69. The Council wishes again to remind members of the 
following statement published in The Accountant of Feb- 
ruary dach 1956 and reproduced in paragraph 53 of the 
last report 7 The Council hopes that with the inc 
number of articled clerks which is now permitted, members 
‘with suitable practices will be able to increase the number 
of places which they can make available for students from 


| ‘For many years students from overseas, mainly from 
| countries of the British Commonwealth, have come to this 
| country in order to serve under articles and have then 
| returned to their own countries after qualifying as mem- 
' bers of the Institute. In recent years there has been a 
| considerable increase in the number of overseas students 
| wisbing to follow this procedure and the Council is 
| anxious to ensure that all suitable students are able to 
| enter into articles. 
| "While a number of inquiries are received from students 
| whose general education is such that it does not fit them 
| toenter into articles, nevertheless many overseas students 
; are of a high educational standard; some of them have 
| been specially selected and sponsored by their govern- 
ments as being persons who can confidently be expected 
| to benefit greatly from training under articles in the 
| United Kingdom and to make in due course a substantial 
contribution towards the development of the accountancy 
| profession in their own countries. 
i ‘A number of firms are already assisting the Secretary 
| in placing suitable overseas students but the help of a 
much greater number is now required. The Council 
recognizes that in some offices there is a shortage of 
vacancies for articled clerks, that vacancies are often 
| pledged for long periods in advance and that there are 
| also other practical difficulties. It is nevertheless believed 
' that there are many offices where some of these diff- 
culties may not apply. 'The Council has therefore decided 
to establish a register of members with suitable practices 
| who are prepared to take overseas students as articled 
| ‘clerks. Those who are able to do so will be rendering a 
|! real service to the Institute and to the profession, not only 
| in the United Kingdom but throughout the world. 
| ‘Members who wish to have their names entered in the 
| new register are requested to write to the Secretary and 
_ they will then be notified of the details required to main- 
| tain an effective register. Entries in the register will be 
| treated as confidential. Brief details of students applying 
| for vacancies will be notified to appropriate members on 
| the register and it will then be for the members to com- 
municate direct with the students if they wish to do so.' 


Suitability of Practice for taking an Articled Clerk 


70. Under bye-law 50 the Council may in its absolute 
discretion refuse to register articles lodged for registration. 
gäe its meeting on August 7th, 1957, the Council authorized 
ug bise of the following statement, which appeared 
he Accountant of August 17th, 1957: 
Suitability of Practice for Taking an Articled Clerk: 
Refusal to register Articles lodged for Registration 
“The Council has recently considered a case involving 
the suitability of a principal's practice for the purpose of 
taking an articled clerk. Under the prescribed provisions 
included in all articles the principal covenants: 


1 Seo T ka Accountant, April 2oth, 1957, at page 46r. 
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“that to the best of his ability and power he will either 
personally or through his partner or partners or his 
senior assistants engage the articled clerk on such work 
and afford bim such opportunities and experience as 
are necessary for the purpose of enabling the articled 
clerk to acquire the art and knowledge of a Chartered 

Accountant in practice as a public accountant; 

"that his professional practice as a public accountant 

is his main occupation and is suitable for the purpose 

of enabling him to perform the last-mentioned 
covenant". 

"The Council considers that the practice in question is 
not suitable in present circumstances for the taking of an 
articled clerk and has accordingly decided to exercise its 
powers under bye-law 50 under which the Council may 
in its absolute discretion refuse to register articles lodged 
for registration.' 


Articled Clerk: Disciplinary Action 


71. Since the last report the Disciplinary Committee has 
considered a formal complaint preferred by the Investiga- 
tion Committee against an articled clerk. The finding and 
decision of the Disciplin Committee . . . have been 
reported in Accountancy and in The Accountant?! 


Articled Clerks and Bye-law Candidates of The 
Society of Incorporated Accountants 


72. Registration with the Institute. Forms of application 
to register under the Scheme of Integration were issued to 
articled clerks of the Society and to bye-law candidates in 
December 1957. Under the scheme such clerks and bye-law 
candidates are required to apply to register within six 
months of the effective date, i.e. by May 2nd, 1958. A noti- 
fication that the forms had been dispatched was published 
in The Accountant of December 28th, 1957, and in Account- 
ancy of January 1958. Advertisements to that effect have 
also been inserted in the personal or equivalent column of 
a number of national and local newspapers in January and 
February 1958. 

73. Council regulations. Under bye-law 120 the Council 
has power to issue such regulations as it may consider 
necessary for the purpose of carrying into effect the Scheme 
of Integration. At its meeting on February sth, 1958, the 
Council authorised the publication of a statement embody- 
ing regulations made under the above bye-law and intended 
also to clarify a number of points which have arisen from 
the operation of the scheme. 'T'he statement was published 
in Accountancy of February 1958 and in The Accountant of 
February 15th, 1958. 

74. Schedule of students. In order to provide the Institute 
with a comprehensive record of the student position in 
England and Wales as on November 2nd, 1957, when the 
Scheme of Integration became effective, each firm in which 
there is at least one partner who is a member of the Institute 
or of the Society was requested in November 1957 to com- 
plete a ‘schedule of students’ showing all Institute articled 
clerks, all Society articled clerks and bye-law candidates, all 
apprentices of the Scottish Institute and all articled clerks 
of the Irish Institute, serving with the firm on November 
and, 1957. 

l Bye-laws 61 and 85 (b) 

75. Persons who have been for ten years continuously in 
employment as clerks to members in practice (or who have 
had experience which in the opinion of the Council is 
equivalent to such employment) may apply for a reduction 
in the period of service under articles (bye-law 61) and 
exemption from the Intermediate examination (bye-law 
85 (b)). Applications considered in 1957 under these bye- 
laws were as follows: 

Bye-law 61: 18 applications, all of which were granted. 
(In 1956, 42 applications were made, of which 41 were 
granted.) 

Bye-law 85 Ei I2 applications, of which 8 were granted. 
(In 1956 the figures were 32 and 27 respectively.) 

Applicants were in all cases interviewed by a sub-committee 


3 Seo The Accouniast, March 15th, 1958, at page 323. 
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unless they had already been interviewed in connection with 
an application under bye-law 79 (see paragraph 63). 


The Universities and the Accountancy Profession 

76. Exemptions granted under bye-law Se (a). During the 
year 1957 exemption from the Intermediate examination 
was granted to 62 articled clerks who had graduated after 
taking one of the degree courses approved for the purposes 
of bye-law 623. (The number of exemptions granted in 
1956 was 58.) 

77. Approved universities degree courses. Since the last 
report there have been no changes in the. degree courses 
approved under bye-law 62. Details of the approved courses 
are given in the booklet The Universities and the Accountancy 
Profession, issued by the Joint Standing Committee of the 
Universities and the Accountancy Profession. The current 
edition, April 1957, will shortly be replaced by the 1958 
edition. 

78. Conference. A conference attended by members of the 
Joint Standing Committee of the Universities and the 
Accountancy Profession and representatives of the local 
joint committee of accountants and university representa- 
tives was held at Derby Hall, University of Liverpool, from 
March 29th to 31st, 1957. This was the fifth conference to 
be held. 

Articled Clerks: National Service 

79. Recall of certain reservists, At its meeting on May rst, 

1957, the Council considered the position arising from the 
recall in 1956 of certain reservists for a further period of 
whole-time national service in view of the developments in 
the Middle East. A statement authorized for publication by 
the Council was reproduced in The Accountant of May 11th, 
1957. 
. 80. Termination of call-up. Following the announcement 
by.the Government of its intention to terminate national 
service by the end of 1960, a statement summarizing the 
effect of the proposal on articled clerks and those contem- 
plating entry into articles was with the Ministry of 
Labour and National Service. e position is explamed 
fully in the Institute's booklet General Information and 
Syllabus of Examinations. 


Accountancy as a Career 


Sr, In his address at the annual meeting of the Institute 
on May rst, 1957, the then President said that the Council 
felt that the Institute was losing, through lack of sufficient 
information concerning the profession in schools and youth 
employment offices, a number of boys and girls who would 
make excellent accountants. The President then referred 
to the publication of a new booklet, Why Not Become a 
Chartered Accountant? (distributed to all members in Eng- 
land and Wales in October 1957) which is intended as a 
first introduction to the profession, not only for pupils but 
also for those responsible for advising them. Copies have 
been sent through the Central Youth Employment Execu- 
tive to all public schools, all grammar schools (whether 
boys’, girls’ or mixed) and to all youth employment officers 
— & total of over 4,000 recipients. A supply has also been 
sent to district societies and branches. Further copies of the 
booklet are available on request. Practising members in 
particular may find it helpful to keep a copy at hand as it is 
to be expected that many prospective articled clerks and 
their parents may have EH the booklet before discussing 
articles. e ' 

82. Members are sometimes asked to give advice on the 
profession at schools or to take part in careers exhibitions. 
An outline for a talk on the accountancy profession is avail- 
able to a member on request. Many invitations have been 

i during the year for the Institute to be represented 
at careers exhibitions, at schools and elsewhere. The 
Council is grateful to those members who have co-operated 
in giving advice on the accountancy profession to young 
people. 

P Students’ Societies 
. 83. The ninth annual meeting between officers and 
students constituting a liaison committee of the Union of 
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Chartered Accountant Students’ Societies and the President: 
and certain members of the Council took place on March. 
18th, 1958. As usual this meeting provided an opportunity 
for a most useful informal discussion on matters of interest 
to articled clerks. 


Summer Courses 


84. 7957. The eleventh summer course, held at Christ 
Church, Oxford, from July rıth to 16th, was attended by 
186 members of whom 113 were in practice, 38 were 
engaged in industrial, commercial and other occupations. 
and 35 were engaged with public accountants. The addresses 

resented were as follows: ‘Finance for privately-owned 

usinesses, including reorganizations to facilitate the pay- 
ment of estate duty, by Mr A. R. English, A.C.A; SCH 
layout and design of accounts’, by Mr E. J. Newman, M.A., 
F.C.A; and “Training for the profession’, by Mr W. E. 
Parker, C.B.E., F.C.A. Informal were given by Mr G. O. 
May, F.C.A., C.P.A., who in 1957 completed sixty years of 
membership of the Institute, and by Prof. J. R. N. Stone, 
C.B.E., M.A., the P. D. Leake Professor of Finance and. 
Accounting in the University of Cambridge. The full text 
of the three formal addresses, together with the programme 
for the course, was subsequently reprinted in the form of a 
booklet for which an order form was sent to all members of 
the Institute on August 16th, 1957. The price of the booklet 
is 5 post free (remittances to accompany orders). . 

5. 1958. The-twelfth summer course, on similar lines, 
at Christ Church and Merton College, Oxford, is to be held 
from Thursday, September 4th to Se September 9th, 
1958. Arrangements have been made with two colleges in 
order to give members admitted under the Scheme of 
Integration the opportunity of taling a full part in the 
course. These arrangements raise from 180 to 280 the 
maximum number of members who can attend. There will 
be one course only; meetings of the whole course and the 
guest night dinner will be held in Christ Church. Those . 
members of the course who are resident in Merton will hold 
meetings of their discussion groups in that college. Arrange- 
ments e been made for three addresses to be presented 
aa follows: 'Some taxation problems of particular interest 
in tbe smaller practice’, by Mr B. R. Pollott, M.A., F.C.A.; 
‘Shortcomings of the Companies Act, 1948’, by Mr C. 
Romer-Lee, M.A., F.C.4.; and ‘Work study and accountancy 
~ the investigation, planning and control of industrial pro- 
cesses and business operations’, by Mr C. T: Gould, M.1.8.8., 
A.MLI.P.E., F.I.I. TECH. Informal talks on subjects of their own 
choosing will be given by Sir Harold Howitt, G.B.E., D.8.0., 
M.C., D.L., F.C.A., and Prof. A. M. van Rietschoten, imme- 
diate Past President of the Nederlands Instituut van 
Accountants. À notice giving prelimin details and .in- 
cluding an application form was sent to all members of the 
Institute on January 23rd, 1958, and has since been issued 
with the letters of admission to all members admitted under 
the Scheme of Integration. 'T'he closing date for the receipt 
of applications is April 30th, 1958. 

86. Future courses. Provisional arrangements have been 
made with Christ Church, Oxford, for summer courses to 
be held in the next two years as follows: 


I959  .. July oth to 14th. 
1960 September 8th to 13th 


Autumn Meeting, 1958 


87. It was announced in April 1957 (The Accountant, 
April 13th, 1957) that the Council had accepted the invita- 
tion of the London and District Society of Chartered 
Accountants to hold an autumn meeting of the Institute in 
London from October 2nd to 4th, 195%. The papers to be 
presented at this meeting (as announced in Accountancy of 
February 1958 and The Accountant of February 15th, 1958) 
are "I'he future role of the accountant in practice', by Mr 
H. A. Benson, C.B.E., F.C.A.; “The future role of the account- 
ant in industry, by Mr W. W. Fea, B.A., A.C.4.; and “The 
progress of tax reform’, by Mr W. S. Carrington, F.C.A. 
A notice with an application form was sent to each member 
of the Institute on March 31st, 1958. d 


+ 
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| Seventh International Congress of Accountants ` 
1957 


; 98. Sir Harold Howitt, G.B.E., D.8.0., MC., D.L., F.C.A., 88 
President of the Sixth International Congress on Accounting 
in 1952, had the honour of opening in the presence of His 

Ae Highness Prince Bernhard of the Netherlands the 
proceedings at the Seventh International Congress of 
Accountants held in Amsterdam from September gth to 
13th, 1957. The sponsoring bodies were the Nederlands 
Instituut van Accountants (Netherlands Institute of 
Accountants) and the Vereniging van  Academisch 
(3evormde Accountants (Association of University Trained 

ccountants) The following resolution was conveyed to 

e President of the Congress after the Council meeting on 

Detober go 1957: 

Council of The Institute of Chartered Account- 

"C ‘ag England and Wales congratulates the sponsorin 
| bodies on the great success of the Seventh Inte ational 
| Congress of Accountants and wishes to express its warm 
| appreciation of the hospitality shown to the delegates and 

visitors from the Institute. In particular the Council 

wishes to thank tbe President of the Con Mr J. 
| Kraayenhof, the Vice-President, Prof. M. van 
| Rietschoten, and the Secretary, Mr A. L. de Bruyne.' 

89. About 180 members of the Institute attended the 
Congress, including the following official delegates 
appointed by the Council: 
| The President (Mr W. H. Lawson, C.B.E., B.A., F.C.A.), 
| the Vice-President (Mr W. L. Barrows, F. C.A.), the Chair- 
| man of the Overseas Relations Committee (Sir Thomas 
‘ Robson, M.B.E., M.A., F.C.A., who contributed a paper on 

‘Principles for the accountant's profession’, and as 

rapporteur for all the papers on.that subject), the Vice- 

Chairman of the Overseas Relations Committee (Mr S. J. 
| Pears, F.c.a.), Mr Basil Smallpeice, B.COM., A.C.A. (dis- 

cussion leader for the session.on “The internal auditor’), 
| Sir Harold Howitt, ong, D.8.0., M.C., D.L., F.C.A. 

resident of the 1952 Congress), Messrs W. S. 
l ington, F.C.&, D. V. House, F.c.a., and G. D. 
. Shepherd, M.B.E., F.C.A. (Past Presidents of the Institute), 
| Mr W. G. Densem, F.C.A. (member of the Overseas 
: Relations Committee), Mr G. F. Saunders, F.C.A. uem 
man of the Parliamentary and Law Committee), Mr 
| G. P. Morgan-Jones, M.A., F.c.A. (Chairman of the Tax- 
ation and Research Committee), Messrs T. A. Hamilton 
Baynes, M.A., F.C.A., H. A. Benson, C.B.E., F.C.A,, P. F. 
| Carpenter, F.c.a., D. A. Clarke, LL.B., F.CA., P. F. 
' Grainger, F.c.a., P. D. Irons, B.COM., A.C.A., R. B. Leech, 
| M.B.E, T.D., R.C.A, R. McNeil, F.c.a., P. V. Roberts, 

A.C.A., L. W. Robson, F.c.a., C. M. Strachan, O.B.E., 
| E.C.A and A. D. Walker, ¥.c.a. (members of the Council 
of the Institute), with the Secretary (Mr Alan S. MacIver, 

M.C., B.A.), an Assistant Secretary (Mr F. M. Wilkinson, 
| A.C.A.) and a Secretarial Assistant (Mrs W. Amor). 
| 9o. During the Beier sessions the following subjects 
: were -one papers thereon having 
been distributed in NE of the Congress: - 
| Principles for the accountant's profession. 
Verification of the existence of assets. 
i Budgeting and the corresponding modernization of 
accoun 
| "The Internal auditor. 
Business organization and the public accountant. 
ent of profit in business. 
I. The President and other delegates of the Institute 
! held a cocktail party in Amsterdam on September 11th, 
' invitations being issued to the leading delegate of each body 
' represented at the Congress and to other senior delegates 
i of. some of the larger bodies. The attendance of delegates 
: and ladies was over 200 
| 92. To enable the Council to have the opportuni 
| meeting those members of the Congress who woul 
, returning to their own countries via London, EE 
were issued to all delegates and visitors from outside the 
United Kingdom and the Netherlands for an informal 
reception at Moorgate Place on September 17th, 1957. On 
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this occasion members of the Committee of the London and 
District Society of Chartered Accountants joined members 
of the Council in entertaining about 100 guests from 
overseas, 
93. On January 23rd, 1958, a notice was issued to all 
inc bcr of the with an order form for the book 


of Pus ud Aa ame to be published about April 1958 
by the Committee m 


terdam. (Orders are not 
required from those who attended the Congress unless 
they wish to receive more than one copy.) Orders for some 
220 copies of the book have been received from members 


and forwarded to the Congress Secretary. 


' Eighth International Congress of Accountants 


94. After consulting the bodies represented at the Seventh 
International Congress of Accountants, the President of that 
has accepted the invitation of the American Insti- 

tute of Certified Public Accountants for the Eighth Inter- 
national Congress to be held in New York in October 1962. 


Fourth Inter-American Conference of Accountants 
95. Mr Roy Milroy, F.c.a., kindly acted as the Institute's 
observer at the Fourth Inter-American Conference of 
Accountants held in Santiago de Chile from November 15th 
to a3rd, 1957. 


First Far East Conference of Kounan 


96. Mr Thomas Matthews, A.C.A., kindiy acted as the 
Institute's observer at the First Far East Conference of 
Accountants held in Manila from November 28th to 
December rst, 1957, and sponsored by the Philippine 
Insütute of Accountants. 


District Societies of Chartered Accountants 


97. Annual conference. 'The annual meeting of representa- 
tives of district societies and representatives of the Council 
took place on November 12th, 1957. The meeting again 
provided an opportunity for a useful informal ion on 
many matters of importance and interest. 

98. Grants. During the year 1957 the Council continued 
to make block grants to district societies, based on their 
membership on January ist. At its meeting on December 

th, 1957, the Council decided to include in the block grant 
br 1958 those members of The Society of Incorporated 
Accountants who are admitted to membership of the 
Institute and who become members of a district society by 
May 31st, 1958. 

9. Rules. The Council has approved alterations to the 
niles of district societies and branches arising from the 
Scheme of Integration. 

100. North Yorkshtre and South Durham Branch. 'The 
Council has approved, with effect from January 1st, 1958, 
the transfer of the North Yorkshire and South Durham 
Branch from the Leeds, Bradford and District Society to 
the Northern Society. ` 

101. Libraries. The Institute has continued to furnish the 
libraries of the district societies with new editions of certain 
essential books of reference as and when these have been 

ublished. On June 26th, 1957, à meeting of the honorary 
fib ibrarians of district societies was held at the. Institute and 
this provided a useful opportunity to discuss various matters 
relating to their libraries. 

102. President's visits. The President (usually with the 
Secretary) has attended ‘the annual dinners or other func- 
tions of the district societies and has, on occasion, accepted 
invitations to meet local students during the same visit. 
Two special students’ aged events attended by the Presi- 
dent were the seventy- anniversary dinners of the 
Liverpool and Manchester students’ societies. Other mem- 
bers of the Council have represented the Institute at dinners 
and other functions held by branches and students’ societies. 

103. London and District Society of Chartered Accountants. 
The Council has: appointed Mr D. A. Clarke, LL.B., F.C.A., 
Mr D. V. House, F.c.a., and Mr E. F. G. Whinney, M.A., 
F.C.A., to serve on the Committee of the London and 
District Society of Chartered Accountants for the year 


1957-58. 
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District Societies and Branches of The Society of 
Incorporated Accountants 


104. The Council has authorized the joint liquidators of 
The Society of Incorporated Accountants not to call in 
funds in the hands of district societies and branches of the 
Society in England and Wales but instead to release them 
to the appropriate district society of Chartered Accountants 
or branch of a district society, after consultation with the 
chairman of the District Societies Committee where boun- 
daries do not coincide. T'he joint liquidators have been 
requested by the Council to refrain from in the 
funds of the Society's branch in South Africa until further 
consideration has been given by the Council to this matter. 


105. A company called the Society of Incorporated 
Accountants Ltd has been formed in South Africa with the 
primary object of protecting the right to the description of 

‘Incorporated Accountant’ and the designatory letters 
A.8.A.AÀ. and F.S.A.A. after the winding up of the Society. 
The Institute will have a controlling interest in this com- 
pany. 

Accounting Principles 


106. On October 18th, 1957, the Council published 
number XVII in the series of recommendations on account- 
ing principles under the title Events Occurring after the 
Balance Sheet Date. A copy was sent to each member of the 
Institute on October 16th, 1957. The copies sent to members 
were printed ahd punched in a form suitable for insertion 
in the 1953 reprint of the loose-leaf booklet published by 
Gee & Co (Publishers) Ltd which contains the previous 
Sixteen recommendations and notes of amendments made 
thereto from time to time by the Council. An announcement 
appeared in The Accountant of October r2th, 1957, and the 
recommendation was reproduced in The Accountant of 
October roth, 1957. 


Technical Matters Generally 


107. A considerable number of technical subjects is 
currently under consideration and the Council hopes that 
the work done on these subjects will lead to the publication 
of further recommendations on accounting principles or 
other suitable statements during the year 1958. Some of 
these subjects are still with the Taxation and Research 
Committee but others have already been reported on by 
that committee and in this connection the following is a 
quotation from the remarks made by the President (The 
Accountant, November 2nd, 1957) when addressing the 
‘Taxation and Research Committee at the commencement 
of its first meeting of the year 1957-58: 


‘It so happens that during the past year or two there 
has been such tremendous activity at Moorgate Place 
(including in particular the integration scheme) that pro- 
gress on some technical subjects has been delayed. Slow 
progress has also been occasioned in some instances by 
the inherent difficulty of the subject-matter. The result 
is that we now have something in the nature of a small 
stock-pile which has emanated from your committee and 
will, I hope, come to fruition through the Parliamentary 
and Law Committee and the Council for the benefit of 
members of the Institute during the next year or two.’ 


Cheques Act, 1957 


108. On September 25th, 1957, the Council issued a 
Press notice (reported in The Accountant of September 28th, 
1957) indicating that the Council hoped at its meeting on 
October 2nd, 1957, to be able to issue a statement on the 
Cheques Act, 1957, for the assistance of practising members 
in considering their audit requirements and in advising 
their clients and also for the assistance of members in indus- 
try and commerce. 'lhe statement was authorized on 
October and, 1957, and distributed to all members on 
October 4th, 1957. It was released to the Press and was 
reproduced in The Accountant of October 5th, 1957. When 
experience of the operation of the Act has been gained the 
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Council will consider whether a further statement can 
usefully be made. 


Bankruptcy Law Amendment 


109. As stated in the last report (paragraph 73)! the 
Council submitted a memorandum in May 1956 to the 
Bankruptcy Law Amendment Committee appointed by the 
President of the Board of Trade under the chairmanship of 
His Honour Judge Blagden, and in June 1956 oral evidence 
was also given on behalf of the Institute. The report of the 
Blagden edo (Cmnd. 221) having been published on 
August ist, 1957, the memorandum submitted by the 
Council is now reproduced in the Appendix, page 96.* 


Taxation 


IIO. Finance Act, 1957. A memorandum on the Finance 
Bill was submitted to the Chancellor of the Exchequer on 
May 16th, 1957, and was discussed with members of the 
Board of Inland Revenue on May 27th, 1957, when the 
Institute was represented by Mr G. F. Saunders, F.c.a., 
Mr W. S. Carrington, F.C.A., and Mr J. E. Talbot, F.c.a. 


III. Schedule E expenses rule. A memorandum on the 
Schedule E expenses rule (Rule 7, Ninth Schedule, Income 
Tax Act, 1952) was submitted to the Board of Inland 
Revenue on January 8th, 1958, in response to an invitation 
from the Board. The subject ap ie with repre- 
sentatives of the Board on Februa th, 1958, when the 
Institute was represented by Mr 6. KO Saunders, F.C.A., 
Mr W. S. CARRINGTON, F.C.A., and Mr J. E. TALBOT, F.C.A., 
with the Secretary to the Taxation and Research Committee. 


Taxation and Research Committee 


112. Meetings. During the year 1957 the Taxation and 
Research Committee held 6 meetings, its four standing sub- 
committees held 14 meetings and twelve special sub- 
cornmittees held 58 meetings, making a total of 78 meetings 
for the committee and sixteen sub-committees. (The com- 
parative total for 1956 was 83 meetings.) 

113. Council appointments. The following ten members 
were appointed by the Council to serve on the Taxation and 
Research Committee for the year commencing October tst, 
1957: Messrs ‘I’. Fleming Birch, F.C.A., L. H. Clark, F.c.a., 
H. O. H. Coulson, F.c.a., S. M. Duncan, F.c.a., A. R. 
English, a.c.a., W. S. Hayes, A.C.A., G. P. Morgan-Jones, 
M.A., F.C.A., L. Pells, M.A, F.c.A., D. W. Robertson, F.C.A., 
and A. E. Spicer, B.A., F.C.A. - 

114. Chairman and Vice-Chairman. At its meeting in 
September 1957 the Taxation and Research Committee 
appointed Mr S. Dixon, MA, a.c.A., and Mr E. N. 
Macdonald, D.F.C., F.C.4., as Chairman and Vice-Chairman 
respectively for the year commencing October 1st, 1957. 

115. Activities. The Taxation and Research Committee 
was responsible for much of the drafting work in connection 
with the memorandum on the Finance Bill (paragraph rro) 
and the memorandum on Schedule E expenses (paragraph 
111). The committee was consulted during the preparation 
of recommendation XVII on Events Occurring after the 
Balance Sheet Date (paragraph 106). Many other subjects 
remain under consideration or have been reported on to the 
Parliamentary and Law Committee which is now consider- 
ing the documents submitted (see paragraph 107). Matters 
which had reached a sufficiently advanced stage were sub- 
mitted by the Taxation and Research Committee to the 
regional taxation and research committees of the district 
societies for their comments. 


Unlawful Acts or Defaults by Clients of Members 


116. At its meeting on August znd, 1957, the Council 
authorized the distribution to all members of a booklet 
entitled Unlawful Acts or Defaults by Clients of Members. 
The distribution was made on August 16th, 1957, and the 
booklet was reproduced in full in The "Accountant of 
October rath, 1957. 


1See The Accountant, April 20th, 1957, at page 463. 
* Not reproduced, 
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Fountain Pen Co Ltd 
House or LORDS APPEAL 


| 117. The case of Fomento (Sterling Area) Ltd €. The 
Selsdon Fountain Pen Co Ltd ([1958] 1 A.E.R. 11)! was 

a civil action for breach of contract, but the issue depended 
upon the proper interpretation of an audit clause in a 
royalty agreement. A decision of the Court of Appeal 
(reversing a decision of Mr Justice Harman) would, if 
allowed to stand, have 1m d serious limitations on the 
rights of auditors to obtain relevant and n infor- 
mation under such a clause and the decision might well 
have had similar effects over a much wider range of audits. 
'The Court of Appeal refused leave to appeal to the House 
of Lords. The Council briefed counsel to watch the pro- 
ceedings in an application to the House of Lords for leave 
to appeal to the House of Lords and to consult with counsel 
for the appellants. The application was successful and later 
when the appeal was heard by the House of Lords the 
judgment of Mr Justice Harman was restored. 


| 
| Fomento (Sterling Area) Ltd v. The Selsdon 
d 
| 


| Advertising of Accountancy Services by Members 
! of Other Professions and by Banks 


! 118. The Council has continued to take up with other 
professional bodies instances where their members have 
referred in advertisements to the provision of accountancy 
Services. 

| 119. An approach was made to a bank which had referred 
in the Press to its services in connection with income tax 
and an assurance was received that any such reference will 
e eliminated from future advertising in the Press. 


, Accountants’ Joint Parliamentary Committee 


|! 120. The Accountants’ Joint Parliamentary Committee 
has continued its work of watching all parliamentary matters 
relating to the qualification and status of accountants and 
auditors. Throughout the year under review the joint com- 
mittee has been successful in maintaining the adoption of a 
form of audit clause which confines in effect the choice of 
professional auditor to members of the accountancy bodies 
represented on the joint committee. 


, Ghartered Accountants Joint Standing Committee 


! yar. In paragraph 31 of the explanatory memorandum 
issued by the Council to members of the Institute with the 

cheme of Integration in December 1956,* it was stated 
that the Councils of The Institute of Chartered Accountants 
of Scotland and 'The Institute of Chartered Accountants in 
Ireland were joining with the Institute in forming a joint 
standing committee to co-ordinate policy on matters arising 
in connection with the administration of the scheme and to 
continue in being for the purpose of considering any matter 
of common interest which may be referred to it by any of 
the Institutes. A meeting of representatives of the three 
Institutes was held in November 1957 as a result of which 
the Chartered Accountants Joint Standing Committee bas 
een formally constituted. 


Practice Rights Overseas 


| 122. Legislation and other developments affecting the 
practice of accountancy and auditing in many countries 
overseas have been watched closely and continuously 
Ithroughout the year. When necessary, representations have 
been made through the appropriate channels. Information 
and advice have readily been given in response to requests 
from overseas countries. 

: 123. The Council is pleased to report the passing in the 
‘Union of South Africa of the Public Accountants’ and 
" 'Auditors’ Amendment Act, 1957, which removes (subject 
(to certain registration and other requirements) the pro- 
 hibitions introduced by the Public Accountants’ and 


l See The Accountant, December r4th, 1957, at page 679. 
la See Tha Accountant, December zand, 1956, at page 664, 
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Auditors’ Act, 1951, against partnerships with or sharing of 
profits with accountants not resident in the Union and 
against the use of firm names not consisting of the names of 
persons who are or were during their lifetime resident in the 
Union. These matters and the representations made by the 
Council were referred to in the annual reports for 1953 
(paragraph 93)* and 1954 (paragraph 82)‘. 

124. The Council cannot emphasize too often its belief 
that the ideal arrangement is reciprocity in all parts of the 
world of the right to practise under the professional desig- 
nation which the individual accountant has obtained by 
suitable training, experience and examination, without 
restrictions on the right to enter into partnership or agency 
arrangements with properly qualified accountants whatever 
may be their country of residence. 


125. Experience at international gatherings of account- 
ants (such as those referred to in paragraphs 88 to 96) should 
help to demonstrate the importance of a liberal attitude 
towards world freedom of practice rights. The Council 
believes that all forms of artificial barriers (by reference to 
nationality, residence, partnership association, firm names, 
or otherwise) are detrimental to the future development of 
the profession and to the interests of the countries imposing 
such barriers. In the past, over a long period of years, 
United Kingdom chartered accountants have taken a major 
part in the creation and development of an organized pro- 
fession in many overseas countries; it is the Council’s 
earnest hope that they will be enabled to continue to make 
a material contribution in this way. 


Accountancy 


126. Accountancy, previously the monthly journal of the 
Society of Incorporated Accountants, has been published 
as the journal of the Institute commencing with the 
January 1958 issue. In order to allow of early publication of 
statements and documents issued after Council meetings 
the publication date of Accountancy has been altered to 
about the twentieth day of the month. The subscription rate 
(including postage) is £1 10s od per annum and the price 
of a single copy is 2s 6d. Articled clerks of the Institute and 
students continuing their service as articled clerks or bye- 
law candidates of the Society may subscribe at the reduced 
rate of 15s per annum. communications relating to 
Accountancy and subscriptions thereto should be addressed 
to 23 Essex Street, London, WCa2. 


127. Mr Leo T. Little, B.8C.(&CON.), continues as Editor 
of Accountancy and Miss A. H. Page, M.A, continues as 
chief editorial assistant. 

128. Accountancy is being issued free to the secretaries of 
district societies and branches and their libraries and to the 
secretaries of students’ societies and their libraries. A library 
for this purpose means a library where tbere are facilities 
for the reading of books and papers. 

129. There is no change in the long-standing arrangement 
under which Institute news items, Council statements and 
Institute documents are supplied to the Editor of The 
Accountant. The Council has expressed to the district 
societies and the students' societies the hope that they will 
similarly continue to keep The Accountant informed as 
hitherto in addition to sending information to Accountancy. 
Members will appreciate that The Accountant is a weekly 
publication whereas Accountancy is published monthly. 
The Accountant continues as hitherto as an independent 
journal, 

130. A leaflet about Accountancy together with a sub- 
scription order form is being sent to all members with this 
report. 

The P. D. Leake Trust 

131. At its meeting on January 8th, 1958, the Council 
approved for publication a booklet containing the accounts 
of the P. D. Leake Trust for the year ended October 31st, 


* See The Accountant, May rst, 1954, at page 49r. 
4 See The Accountant, April goth, 1955, at page 494. 
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tration of the trust and the report by the P. D. Leake 
Committee on the application of the income. Any interested 
person may obtain a copy, without charge, on application to 


the offices of the Institute. The report by the P. D. Leake 

Committee records: 
(a) The continuance of the t of £3,000 annum to 
the University of Cambridge for the P. D. Leake 


Chair of Finance and Accounting established in 1954. 
The Chair is held by Prof. J. R. N. Stone, C.B.E., M.A. 
(b) The appointment in the University of Oxford of Mr 
A. A. Pakenham- Walsh, M.A., and in the University 
of Birmingham of Mr L. Wilk, D.F.C., M.A., F.C.A., a8 
the first P. D. Leake Research Fellows. These 
appointments are for one year. Mr Pakenham-Walsh 
is conducting research into ‘Management accounting 
in the service of agriculture’ and Mr Wilk into 


‘Accounting for inflation’. Each of the two universities. 


is receiving a grant of {2,000 from the trust. 

(c) The commencement by the Royal Institute of Public 
Administration of its research project on budgetary 
practices in public authorities, for which a grant of 
£1,500 per annum for two years is being made by the 
trust. 


Library 
132. Activity. The following figures show the extent to 
which the library has been used in recent years: 


Year Attendances Books lent 
1953 10,200 4,869 
1954 10,415 4,556 
1955 9,365 4,356 
1956 9,339 4,513 
1957 9,375 4,459 


133. Short List. A new edition, dated September 1957, of 
the Short List of books in the library, including books avail- 
able on loan, has been issued and supersedes the 1955 
edition and the supplements thereto. The new edition was 
announced in The Accountant of November gth, 1957. 
Copies of this list are available to members, free and post 
free, from the Librarian on receipt of an addressed label. 
A copy of the current edition of this list is sent to each new 
member on admission, including all members admitted 
under the Scheme of Integration. 


134. Acquisition of rare books. The Institute has such an 
unrivalled collection of early books that there are now few 
opportunities for adding to the collection. In October 1957, 
however, the Librarian was successful in bidding at 
Sotheby’s for the following seventeenth-century works: 

A Most Excellent Instruction for the exact and perfect 
keeping Merchants Bookes of Accounts, by way of debitor 
and creditor, after the Italian manner, by John Carpenter. 
(1.B. for James Boler.) 1632. 

The Merchants Mtrrour: or Directions for perfect ordering 
and keeping of his accounts, by Richard Dafforne. (R. 
Young for Nicolas Bourne.) 1635. 

and the following further seventeenth-century work has also 
been purchased: 

The Apprentices Timse-Entertainer accomptantly: or a 
Methodical means to obtain the Exquisite Art of 
Accomptantship, by Richard Dafforne. (R. Young for 
Nicolas Bourne.) 1640. 

A. description of these early works appeared in The 
Accountant of December 14th, 1957. 


Appointments Register 


135. The number of inquiries received from employers 
and the number of members placed through the appoint- 
ments register were almost exactly the same as in 1956. 
Until December 1957, Mr M. G. J. Harvey, A.C.A, acted 
both as Appointments Officer and as Accountant of the 
Institute, but in recent years his increasing duties as 
Accountant have limited considerably the time which he 
has been able to devote to the appointments register. As a 
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result of the Scheme of Integration the Society’s appoint- 
ments register has now been absorbed into that of the 
Institute and Mr F. H H Finch, B.A., who was previously 
the Society’s Appointments Officer, has been appointed as 
the Institute’s Appointments Officer. Mr Harvey continues 
as Accountant. Members are invited to bring the register 
to the notice of prospective employers especially where a 
high-level appointment is being made. Assistance in finding 
employment for older members is particularly welcome. 


The Institute of Chartered Accountants of 
Ontario 


136. In January 1958 the President sent the following 
message to the President of The Institute of Chartered 
Accountants of Ontario: 

‘On behalf of the Council of The Institute of Char- 
tered Accountants in England and Wales it gives me 
great pleasure to send greetings and congratulations on 
the occasion of the seventy-fifth anniversary of the 
incorporation of The Institute of Chartered Accountants 
of Ontario on February 1st, 1883. My Council sends you 
its best wishes for the future progress.and prosperity of 
your Institute.’ 


The Cape Society of Accountants and Auditors 


137. In August 1957 the President sent the following 
message to the President of The Cape Society of Account- 
ants and Auditors: 

‘On behalf of the Council of The Institute of Chartered 
Accountants in England and Wales it gives me great 
pleasure to send greetings and congratulations on the 
occasion of the Golden Jubilee of the incorporation of 
The Cape Society of Accountants and Auditors on 
August 15th, 1907. My Council sends you its best wishes 
for the future progress and prosperity of your Society.' 


The Society of Accountants and Auditors in the 
Orange Free State 


138. In January 1958 the President sent the following 
message to the President of The Society of Accountants and 
Auditors in the Orange Free State: 

‘I am not certain of the precise date in 1908 when your 
Society was founded but I believe it was first constituted 
some time in January 1908 and it therefore gives me great 
pleasure, on behalf of the Council of 'The Institute of 
Chartered Accountants in England and Wales, to send 
warm tings and congratulations on the occasion of 
the fiftieth anniversary of the foundation of The Society 
of Accountants and Auditors in the Orange Free State. 
My Council sends you its best wishes for the future 


progress and prosperity of your Society.’ 


The Royal Commission on Doctors’ and Dentists’ 
Remuneration 


139. At the request of the Royal Commission on Doctors’ 
and Dentists’ Remuneration the Council submitted to it 
on November 7th, 1957, a paper setting out factual infor- 
mation relating to the accountancy profession. The Council 
understands that it is the intention of the Royal Commission 
to issue a questionnaire to selected members of various pro- 
fessions, including accountancy. In the opinion of the 
Council the question whether such a questionnaire should 
be completed by a member of the Institute is a matter for 
the individual member to decide for himself. 


Oxford Historic Buildings Appeal 


140, Ín response to an invitation addressed to all members 
who have attended the Institute's summer courses in Christ 
Church during the past eleven years, a total of £779 4s od 
has been contributed to the Oxford Historic Buildi 
Appeal and forwarded to the Appeal Secretary who has 
been asked to arrange that this amount be earmarked for 
Christ Church. As reported in The Accountant of December 
14th, 1957, the President has received a cordial letter from 
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the Vice-Chancellor of Oxford University thanking these 
members of the Institute for their response to the appeal. 


| Capel House (Medcalf) Trust 
| SC Capel House (Medcalf) Trust was founded in 1953 
b: lonel S. A. Medcalf, ong, T.D., D.L., who made a 
ft to The Society of Incorporated Accountants of Capel 
ouse, Enfield (subject to a tenancy in his own favour for 
1e remainder of his life), together with investments to 
provide an endowment fund towards the upkeep and main- 
ance of the property. Scheduled as an historic building, 
lapel House stands in its own grounds of about sixty acres. 
‘The present value of the endowment fund is approximately 


,000. 


| 142. Both Capel House and the endowment fund were 
in trustees appointed by Colonel Medcalf and 'The 
Society of Incorporated Accountants. The trust was 
founded for educational purposes for the benefit of members 
d students of the Society. As this object can no longer be 
ed, an application has been made to the High Court 
first for confirmation that the original trusts were valid 
ritable trusts, and secondly for an order that a scheme 
ould be drawn up for the administration of the fund in 
ccordance with the cy prés doctrine. If such an order is 
made the intention is to draw up a scheme under which the 
trust would be administered for the educational benefit of 
members and students of The Institute of Chartered 
Accountants in England and Wales, The Institute of Char- 
tered Accountants of Scotland, and The Institute of 
Chartered Accountants in Ireland. - 


The Chartered Accountants’ General Charitable 
Trust 


143. The accounts of The Chartered Accountants’ 
General Charitable Trust appear at page 76 of the report. 
This trust was created in 1955 to contribute to charitable 
causes with which the Council may from time to time wish 
to associate the Institute. Under a deed of settlement 
executed on December 21st, 1955, the Institute is paying 
to the trust seven annual amounts each of £300 less income 
tax. l 


144. During 1956 the scope of the trust was extended to 
include grants to chartered accountant students’ societies ~ 

d to joint tuition committees, as a result of the establish- 
ment of charitable status of students’ societies. Accordingly 
& further deed of settlement was entered into on August rst, 
1956, under which the Institute is paying to the trust eight 
additional annual payments each of £700 less income tax. 


| 145. It was found in 1957 that the scale of grants to 
students’ societies and joint tuition committees recom- 
E by the district societies had increased and a third 

eed of settlement was accordingly executed on July 3rd, 
1957, under which the Institute is paying to the trust seven 
further annual payments of £700 less income tax. The total 
payments now being made under deeds are therefore {1,700 
per annum less tax. 


Institute Staff 


| 146. Following the Scheme of Integration all members 
of the staff of The Society of Incorporated Accountants were 
offered appointments and with few exceptions they are now 
members of the Institute staff. Mr Ian Archibald Forbes 
Craig, 0.B.E., B.A., has been appointed an Assistant Secre- 
tary, Mr Terence Wilton South, B.A., Barrister-at- Law, 
Mr Alan George Smart, A.C.A, and Mrs Irene May 
Duncalf have been appointed as Secretarial Assistants. Mr 
Francis John Buyere Lovell, A.C.A., has been appointed 
Assistant Accountant. Mr Francis Henry Hen Finch, 
B.A., has been appointed as Appointments Officer (sce para- 
ph 135). Mr Leo Thomas Little, B.8C.(ECON.), continues 
Editor of Accountancy. Mr Cecil Artimus Evan-Jones, 
.B.E., has joined the staff of the Institute but has not for 
the time bemg ted-a permanent appointment; as men- 
tioned earlier in the report (paragraph 54) he has been 
eegene 


1 Reproduced on page 403 of this issue. 
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appointed as Secretary of the Board of Examiners for the 
examinations of the Society. 


Institute Staff Pensions 


147. Ín offering employment to members of the staff 
of The Society of Incorporated Accountants the Council 
offered them entry into the Institute Staff Pensions Fund 
on the basis that pensionable service with the Society would 
rank for benefits as if it had been service with the Institute, 
provided that the Society’s Staff Superannuation Scheme 
was wound up in a manner satisfactory to the Institute and 
provided that the individuals concerned agreed to the 
transfer to the Institute Fund of that part of the assets of 
the Society’s scheme attributable to them. The Institute’s 
actuary has certified that there is a liability of £20,263 in 
respect of the entry of former employees of the Society. ‘The 
assets of the Society's scheme available for transfer amount 
to £11,831 leaving £8,432 to be provided by the Institute. 
This amount has been charged against the Institute's 
accumulated fund (balance sheet) and in addition the 
income and expenditure account shows a charge of £5,308 
being the Institute’s annual contribution to the fund at a 
rate of 14 per cent on salaries of all staff who are members 
of the fund. The accounts of the Staff Pensions Fund 
appear at pages 72 and 73 [of the report].? 

148. Sir Thomas Robson, M.B.E., M.A., E.C.A., and Mr 
W. S. Carrington, F.C.A,, have intimated to the Council 
their wish to relinquish their positions as trustees of the 
Staff Pensions Fund to enable the Council to make revised 
arrangements. With their approval the rules of the fund 
are being altered to provide that the custody and manage- 
ment of the assets and the disbursement of benefits are in 
the hands of Chartered Accountants’ Trustees Ltd (see 
paragraph 154) all other functions of the present trustees 
being transferred to a committee of five, consisting of: 


The President for the time being 

The Chairman for the time being of the Organization 
Sub-Committee of the Council 

A director of Chartered Accountants’ Trustees Ltd who 
shall be a member of the Council 

The Secretary for the time being of the Institute 

One other official of the Institute nominated by the 
Secretary. 


Office Accommodation 


149. In the report for 1955* the Council referred to the 
fact that the Institute building in Moorgate Place is no 
longer large enough for the Institute's requirements. This 
problem has become far more acute in view of the Scheme 
of Integration. Temporary premises were taken duri 
1957 at 43 London Wall where part of the Institute's sta 
is now working and in addition the Society's Hall is being 
used for the time being by some of the staff who were 
previously on the of the Society. The offices of 
Accountancy are in separate premises near to the Society’s 
Hall. The dispersal of the Institute's staff in this way is 
unsatisfactory and the Council considers that it is essential 
for the Institute to have a headquarters large enough to 
meet its present requirements and those of the foreseeable 
future. Negotiations are being conducted with the planning 
authorities in regard to a site on which a new Institute 
building could be erected. No decisions have yet been 
reached. 

150. As it is not practicable to use the Society's hall for 
Institute purposes except as a temporary measure the 
Council has with decided that it should be sold and 
is endeavouring to obtain a satisfactory offer for it. 


Retirement Beneflts Schemes for Members 
` and their Employees 
151. Chartered Accountants’ Retirement Benefits Scheme 
(known as CARBS). This scheme was established during 


1 Reproduced on page 508 of this issue. 
3 Seo The Accountant, April 28th, 1956, at page 475, paragraph 84. 
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1957 to provide retirement benefits for members who are 
self-employed or otherwise within the ambit of Section 22 
of the Finance Act, 1956. Àn explanatory booklet was sent 
to all members of the Institute on June 6th, 1957, and 
subsequently to all members of The Society of Incorporated 
Accountants, CARBS having been extended to embrace 
members of the Society in anticipation of the Scheme of 
Integration becoming effective. CARBS has also been 
extended to members of The Institute of Chartered Account- 
ants in Ireland. Three sections of CARBS provide for benefits 
expressed in fixed money terms and a fourth section 
provides for benefits based on equity share values pre- 
vailing at the time of payment. The Scheme Secretaries 
are Messrs Bacon & Woodrow, Actuaries, and the day-to- 
day administration is in their hands. In the first ten months 
of the scheme up to the end of March 1958, contribution 
income amounted to over £150,000. 


152. Chartered Accountants Employees Superannuation 
Scheme (known as CAESS). This scheme was established in 
1957 to enable practising members of the Institute to set 
up a contributory retirement benefits scheme for their 
staffs, each participating firm being able to prescribe its 
own detailed terms within a standard framework. Accrued 
benefits are transferable upon a change of employer within 
the scheme. An explanatory booklet was sent on August Ist, 
1957, to all members of the Institite practising in the 
United Kingdom and subsequently to all members of The 
Society of Incorporated Accountants practising in the 
United Kingdom, cagss having been extended to embrace 
members of the Society in anticipation of the Scheme of 
Integration becoming effective. cagss has also been 


extended to members of The Institute of Chartered Account- : 


ants in Ireland. Chartered Accountants’ Trustees Ltd 
(referred to in paragraph 154 below) is responsible for the 
custody and management of the assets and there are wide 
powers of investment. Messrs Bacon & Woodrow, Actuaries, 
are the Scheme Secretaries and also Secretaries to the 
committee responsible for the day-to-day management. As 
announced in Accountancy in February 1958, and in The 
Accountant of February 15th, 1958, the Council has 
appointed the first members of the committee as follows: 


Chairman. 
Mr R. W. L. Eke, F.c.a. (London) 


Employers? committeemen. 
Mr T. A. Hamilton Baynes, M. A. F.C.A. (Birmingham) 
Mr E. W. P. Broad, T.D., F.C.A.,(Tunbridge Wells) 
Mr D. A. Huggons, A.C.A. (London 

Mr S. Jackson, B.COM., F.c.A. (London) 

Mr R, A. Palmer, T.D., M.A., F.c.A. (Northampton) 

embers 


' committeemen. 
Mr K. J. Lethieullier, a.c.a. (London) 
Mr A. McGuire (London) 
Mr P. J. Mellows, a.c.a. (London) 
Mr C. H. Pittman, A.c.4. (London) 


At the end of March 1958, after eight months of the 
operation of the scheme, 86 firms were participating and 
other firms were actively negotiating terms of entry. 


153. Cost of establishing the schemes. CARBS and CAESS, 
referred to in the two preceding paragraphs, have been 
established pursuant to the resolution passed at the annual 
meeting on May and, 1956. The formulation of the two 
schemes has been a long and difficult task involving 
exhaustive discussions with solicitors, actuaries and insur- 
ance companies over a long period and also protracted 
negotiations with the Inland Revenue. Particular difficulty 
was encountered on CARBS where the absence of precedents 
coupled with conflicting interpretations of the relevant 
statute by the Institute's advisers and the Inland Revenue 
almost resulted in a deadlock. In consequence, the expense 
of establishing the two schemes has been substantial. Both 
schemes are, however, drawn to provide a margin for 
administration costs and the Council has thought it proper 
that each scheme should be charged with its own initial 
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expenses. Accordingly the amounts required, totalling 
£,7,000, have been advanced by the Institute by way of 
loan, payment of interest being waived for the time being. 
It is, however, unlikely that any substantial repayments will 
be possible for some years and these advances have therefore 
been written off in the Institute’s accounts for 1957. 


154. Chartered Accountants’ Trustees Limited. This com- 
pany has been formed to act as trustee of CARBS and CAESS. 
It is a private company with a share capital of {roo and is 
wholly owned by the Institute. T'he directors are all mem- 
bers of the Council and the Joint Secretaries of the company 
are the Secretary and four other officials of the Institute. 
£1,000 has been loaned to the company by the Institute. 
The objects clause has been drawn very widely in order to 
permit the company to be used for other purposes if in due 
c this appears desirable (for example, see paragraph 
148). 

Accounts 


155. The audited accounts for 1957 accompany this 
report. They show that expenditure exceeded income by 
£18,999 after charging substantial non-recurring expen- 
diture, namely the £7,000 advanced to CARBS and CAESS 
and written off (see paragraph 153) and expenditure 
amounting to over £8,000 on legal charges, printing and 
other expenses relating directly to the Scheme of Integra- 
tion. In addition the sum of £8,432 has been charged against 
the accumulated fund in respect of a transfer to the Staff 
Pensions Fund following the entry to the fund of staff 
who were formerly members of The Society of Incorporated 
Accountants! Superannuation Scheme (see paragraph 147). 


156. As a result of the appeal referred to in paragraph r11 
of the last report the uation for rating purposes of the 
Institute building in Moorgate Place has been reduced from 
a gross annual value of ee to £8,450. In the 1956 
accounts the income and expenditure account was charged 
with the amount demanded under the new assessment and 
in consequence the 1957 charge has been reduced by £828 
overcharged in 1956. 

157. After taking into account a surplus of £7,551 on the 
realization of investments the balance of the accumulated 
fund on December 31st, 1957, was £167,365 being a 
reduction of £19,880 on the amount shown in the previous 
balance sheet. Under the Scheme of Integration the 
surplus assets of the Society are to be transferred to the 
Institute. The Society's principal asset is Incorporated 
Accountants! Hall and until it has been sold it is not 
possible to know the amount which the joint liquidators 
will be able to transfer to the Institute. The balance sheet 
of the Society as on November 1st, 1957, shows the Hall 
at a book amount of £107,107 and other assets at book 
amounts totaling £45,797, against which there were 
liabilities amounting to £49,397 (debentures of £29,575, 
other creditors of £13,210 and £6,612 for the purchase of 
annuities for supplementary pensions hitherto paid directly 
from the Society's current revenue). The liquidators 
estimate that their other disbursements to be met out of the 
net proceeds of assets will amount to about £20,000, of 
which the main items are £6,000 for expenses of the 
November 1957 examinations of the Society, £3,500 for 
expenditure on the November and December 1957 issues 
of Accountancy (which was not taken over by the Institute 
until January 1958) and £3,000 for salaries of the Society’s 
staff for November 1957, their transfer to the Institute 
being from December rst, 1957; the balance of £7,500 
consists substantially of the cost of maintaining the Society's 
building and other offices up to May 31st, 1958. Further 
expenses will be incurred if the building is not sold by then. 
Pending realization of the Society's assets the liquidators 
have had to be financed for their disbursements. Advances 
totalling £13,393 made for this purpose by the Institute to 
the joint liquidators are shown in the Institute balance sheet. 


.158. Out of the net assets, when transferred, the Institute 
make payments estimated at approximately {£5,000 
and £8,000 respectively to The Institute of Chartered 
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E of Scotland and ‘The Institute of Chartered 

Accountants in Ireland in respect of members of the 

ed admitted to those Institutes instead of to this 
titute. 


lx 59. It will be evident that the amount by which the 
Institute will benefit from the transfer of the surplus assets 
of the Society is dependent largely upon the net amount 
realized when the Society’s building is sold. 


| Finance 

|160. Members! subscriptions were last revised as from 
January 1st, 1950. During the subsequent eight years there 
has been an increase of about 45 per cent in price levels. 
Expenses have increased substantially and it is therefore 
evident that a review of subscriptions is necessary. The 
income from members during 1957, shown in the income 
and expenditure account at nearly £100,000, ought to have 
been at least £145,000 in order to preserve the same 
balance between income and expenditure as that which 
existed for 1950. In addition to this important question of 
the rise in price levels the Institute's financial position is 
affected by other considerations dealt with in the following 
paragraphs. 

| 161. Subscription income for 1958 will be lower than 
would have been received by the Insititute and the Society 
as separate bodies. A reduction of combined income by 
some £23,000 is estimated by reason of the cessation of 
Society subscriptions of those members of the Society who 
were already members of the Institute and those who will 
not become members of the Institute (either because pari 
choose not to do so or because they have become or 
become members of The Institute of Chartered Accountants 
of Scotland or The Institute of Chartered Accountants in 
Ireland) and also because the Institute subscription rates 
are rather lower than were the corresponding Society rates. 

|! 162. For some years the Institute has been seriously 
under-staffed. Adequate expansion of the staff, to match 
the ever-increasing volume of Institute work, has been 
bindered by the lack of sufficient accommodation in the 


Institute building and by the need to avoid making new ` 


'appointments which would have made it difficult to absorb 
s staff of The Society of Incorporated Accountants. The 
un der-staffing is now being rectified through the absorption 
óf-the-Seciety's-stuff. Most of them are for the present 
engaged on work connected with the implementation of the 
Scheme of Integration (of which there is still much to be 
done) but when this exceptional work has been completed 
the staff acquired from the Society will be absorbed into the 
Institute's normal work. In view however of the growing 
volume of Institute work, the under-staffing in recent 
years and the additional office accommodation required for 
e now expanded staff, it is unlikely that any significant 
économies in administrative costs can be made. 


: 163. For the year 1958 expenditure is estimated to exceed 
income by some £65,000, after providing for further 
expenditure in connection with the implementation of the 
ieu of Integration and about £35,000 exceptional 

diture on the issue of Part I of the Members’ Handbook 

rred to in paragraphs 35 to 38. In deciding to proceed 
n the Members EE during 1958 when the sub- 
stantial cost cannot be met out of current income, the 
Council has borne in mind that to delay would be more 
costly i in the long run. As indicated in paragraph 37 reprints 
of the Royal Charters and bye-laws and of the contents 
of the present handbook are urgently necessary and it is 


clearly desirable that these should be in the new loose-leaf 


form otherwise they would again have to be reprinted in 
ihe new form within a short time. Moreover the Council 
expects during 1958 to issue several technical documents 
including recommendations on accounting principles, some 
of which will replace and consolidate existing recom- 
mendations. Here a it is desirable that these documents 
should be printed in the new form. AU this is printing 
expenditure which in one form or another will have to be 
incurred during 1958 and the Council has decided that the 
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further substantial cost of providing the new loose-leaf 
binders must therefore be incurred at the same time so 
that all members will have a suitable container for the 
printed matter. 


164. Apart from the need to make good the deficit for 
1957 and the estimated deficit for 1958 the Council con- 
siders that the Institute should have a substantial annual 
surplus to meet future requirements, particularly in view 
of the need to provide a new headquarters building for the 
enlarged Institute (see paragraph 149). Accordingly the 
Council is proposing new rates of subscription which are 
estimated to produce a revenue surplus in 1959, of some 
£40,000 and rather larger surpluses in subsequent years, 
subject in each case to the need to meet any exceptional 
expenditure which may arise (including Part II of the 
Members’ Handbook) and subject also to any further rise in 
costs. 


165. A special meeting will be called, to take place 
immediately after the annual meeting on May 7th, 1958, to 
consider a resolution for amendment of bye-law 42 to 
increase members’ subscriptions as from January rst, 1959. 
In determining the proposed new rates the Council has not 
considered it appropriate to suggest a proportionate increase 
for all members. Go Council takes the view that the 
differences between the.rates applicable to associates and 
those applicable to fellows are already too wide and accord- 
ingly the Council is proposing a scale under which there 
would be the same monetary increase for fellows and 
associates in each category. The Council does not propose 
any increase at present in the subscriptions of incorporated 
accountant members. The proposed new rates of sub- 
scription are as follows: 


Proposed Present 
rates rates 
Members in aai in the PRIMORUM Lsd £ s d 
Fellows IS I5 o £0 IO O 
Associates IO IO o 5 5 0 


* Incorporated accountant mem- 
bers F.S.A.A. and A.S.A.A. S 5 O 5 5 0 


Members in practice in England or 
Wales outside the SAM Ie. 
Fellows . I2 I2 0 & 8 o 
Associates : 8 8 o 4 4 0 
*Incorporated accountant mem- 
bers F.S.A.A. and ASA A. 4 4 0 4 4 o 


Members resident in England or 
Wales but not in Maes 
Fellows "P 7 70 85 58 o 
Associates sch 5 5 0 3 3 0 
*Incorporated accountant mem- 


bers F.S.A.À. and ASA A. 3 30 3 3 0 

Members not residing tn England 
or Wales 

Fellows n 2s ks 5 5S0 4 4 O 

Associates : 3 3 0 2 2 0 
*Incorporated accountant mem- 

bers F.S.A.A. ^ ; 2 2 o 2 2 o 
*Incorporated accountant mem- 

bers A.S.A.A. 2 I I o f d 

* These are the rates applicable to members admitted as ‘In rated 


accountant members’, Members of the Society who have been tted to 
membership of the Institute as fellows and associates pay the rates applicable 
thereto, 


166. Further consideration of the rates of subscription 
will be necessary if in due course the members of the 
Institute adopt the proposal (referred to in paragraph a9) 
regarding fellowship. As part of that proposal it will be 

necessary to consider whether there should be a further 
narrowing of the difference between the rates payable by 
fellows and those payable by associates and a narrowing of 
the difference between the rates ble by practising 
members and those not in practice. These are questions of 
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re-distribution of the source of subscription income. If the 
Institute is to achieve satisfactory annual surpluses the 
rearrangements made as part of the change in the significance 
of fellowship will have to be such as will not reduce the 
total revenue under the rates proposed in paragraph 165. 


Appreciation 


167. 'T he Council again wishes to record its appreciation 
of the invaluable work done, often at considerable personal 
inconvenience, by members of the Institute who have given 
so much time to the work of the Taxation and Research 
Committee, the committees of the district societies, the 
summer course and other activities on behalf of the 


SUBSCRIPTIONS FOR THE YEAR ENDED 
‘DECEMBER 31st, 1957 


1956 
g 2 Members in Practice H g 
Fellows 
1,672 1,712 at £10 10 0 .. 17,976 
8,217 2,854at En 8 0 .. 19,774 
97 84 at other ratos ux 584 
Associates 
836. 820 at £26 5 0.. ae 4,305 
2316 | 2,278at£4 4 0.. ..  $,568 
785 53 at other rates a 1906 
i ——— 52,403 





Members not tn Practice 




















silows 
827 at £5 5 0.. ne 1,717 
Bat éd 14 8.. is 14 
Associates B 
8,880 at £8 8 0.. ,. 27,973 
408 at other rates Ké 707 - 
30,500 
Members not resident in England or Wales 
Fellows 
220 at £4 4 0.. E 983 
lat£3 8 0.. s 8 
i ~ 
1,7760 at es 2-0.. - .. 8,780 
10at£1 1 0.. ‘a 10 
4,705 
Reduced subscriptions: bye-law 43 
Retired members 
532 $07 548 at £1 1 0.. s 573 
Members on national servio f 
474 4I 078at21 1 0.. we 712 
£86,494 Tota! carried to Income and Expenditure Account £88,893 
—- (page 67 of the report) mama 


Institute. 'T'he Council also wishes to record its appreciation 
of the work of the Secretary and his staff who, in addition 
to their normal duties, have carried an immense amount 
of additional work in connection with the implementation 
of the Scheme of Integration. 


Auditors 


168. The two auditors, Mr Geoffrey Bostock, F.c.a., and 
Mr L. W. Bingham, F.C.A., retire in conformity with bye- ` 
law rte and are eligible for re-appointment. 

W. H. LAWSON, 


President. 
April 2nd, 1956. 


EXAMINATION ACCOUNT 
MAY AND NOVEMBER 1957 


INCOME E A 
. Examination Fees 
978 Preliminary, 230 at £4 4 0 1,004 
13,629 Intermediate, 2,555 at ER 5 0 13,414 
11,945 Final, 2,050 at £6 6 0 .. 12,971 


EXPENDITURE 
Printing, stationery and sun- 
4,743 dries — .. Se së .. 5,120 


2428 Hireofrooms .. T .. 2,838 
196 Publicity . 2 ^ cxx W 


Fees of E ee 
19.003 and invigilators Te . 19,373 


Prizes d gen .. £9 
Less Grant from Institute 
Prise Trust (page 76 of 
the report) .. rk 


Excess of direct Iture 
over examination fees 
transferred to [noome and 
Expenditare Acoount (page 

185 8a of the report) s 152 


Nore. - The expenditure charged 
in this account does not Inchitle "—— Án 
any charge In respect of the sub- 
stantin] amount of time which 
the Institute's staff devotes to 
examination work or in reapect 
of the use of the Institute'« 
premises. 











£20,552 £926,552 £27,541 £27,541 











The Chartered Accountants! General Charitable Trust 
INCOME AND EXPENDITURE 
for the year ended December 31st, 1957 





— —— — 





£ institute contributions under deed of £ È 
1,000 covenant 1,700 
Income from Investments and depostts, 
Ii less irrecoverable income tax 19 
1,011 1,719 
less Charitable grants: 
Students’ Sooletios 861 


Joint Tuition Committees.. 433 
Church of Bt Margaret, 





Lothbury 59 
Professional Clases Aid 
Council 25 
928 — 1,378 
£58 Exoesa of income over expenditure for £341 
NE 


the year 
Nora. - The Chartered Accountants’ 
res iir. Trust is referred 


id. to 145 of tho 
Mona of the 


The Institute Prive Trust 
INCOME AND EXPENDITURE 
for the year ended December 31st, 1957 


—— € ^ 


£ £ Institute Geer Bag deed a 








&£ 
450 . envenant : . è 450 
Income from investments and p depos, 
30 lena irrecoverable income tax 37 
480 487 


less Charitable grants: 
Prizes at Institute examin- 





7I ations x . 
142 Quilter Prize Fund xa 69 
218 -——— 
£287: Excess of Income over — for £418 


— the year — 
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Reviews 


Unit Stock and Store Control 
by H. Dennerr. (Business Publications Ltd, in 


_ association with B. T. Batsford Ltd, London. 25s net.) 


"The intention of this book is excellent. Limited 
strictly to the physical control of stocks, it aims at 


classifying the information necessary for stock 
control; describing a selection of office machines and 
appliances helpful in producing this information; 
and discussing the varying emphasis on different 
requirements in different classes of business. The 


 nümerous illustrations are helpful and interesting, 


il — —— á'€ÓÓ—————————5o————RROÓ—————— eter nn tate 


and a directory is given of suppliers of various types 
of stationery and equipment. 

The author's style, unfortunately, hampers the 
clarity of his presentation. De appears most at ease 
in those chapters which describe the application of 
stock control to particular trades and industries. The 
book devotes some pages to the stock control pro- 
blems of the manufacturer, but the treatment of 
these could well be given considerably more detailed 
attention. 

|A decision to include the financial aspects of stock 
recording and control might have given the book a 
wider appeal, as well as increasing its value to those 
whose primary interest is in unit recording. It would 
also have enabled a more balanced view to be taken 
of the value of machine aids in stock recording, since 
the -efficiency of a machine application will often 
lie in the consolidation into one operation of several 
aspects of a particular transaction. 

In general, this book will have interest and value 
mainly for those concerned with stock control in 
the distributive trades. 


An Introduction to Company Law 


by J. A. HORNBY, M.A., LL.B., Barrister-at-Law. 
(Hutchinson & Co (Publishers) Ltd, London. 18s net.) 
This introduction is confined to general principles 
designed to give the interested layman a broad survey 
of the law relating to registered companies, The 
author also hopes that the book will prove useful to 
students at the universities and to others engaged in 
professional studies. Acknowledgements are given to 
Halsbury, Buckley and Gower, of which the book 
may be regarded as a distillation. 

. As the work comprises but 177 pages of text, it 
will be realized that the author's task of selection 
must have been an onerous one. His style and con- 
struction are very good and the book is eminently 
readable, though for the student studying the subject 
for the purpose of answering examination questions, 
tabular presentation and other aids to the memory 
are likely to be preferred. 
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The Electronic Office 


Second Edition by R. H. WiLLiMs. (Gee & Co 
(Publishers) Ltd, London. x7s 6d net; 18s 2d post 
free (inland).) | 
This book is a very general introduction to the use 
of computers and is easily read. There is a general 
description of an electronic computing system which 
covers basic principles and a chapter on existing 
equipment. It is, perhaps, a pity that the latter does 
not deal in rather greater detail with the equipment 
currently available in this country. 

The author specifically makes no apology for 
devoting two chapters to a suggested application to 
banking which may give the book a specialized rather 
than a general interest, although accountants gen- 
erally may benefit from reading how the basic 
principles of electronic accounting might be applied 
in such a field. ^ 


Sales Taxation 


by Professor Jonn F. Duer. (Routledge & Kegan Paul 
Ltd, London. 4os net.) 


The Influence of Sales Taxes 
on Productivity 


(The European Productivity Agency of the Organiza- 
tion for European Economic Co-operation, Paris. 
H.M.S.O., London. 18s net.) 
With the prevailing rates of direct taxation in this 
country, it is not surprising that increasing attention 
is being paid to the possibility of raising additional 
revenue by a new sales tax which could replace the 
existing purchase tax. For those interested in this 
question and outlay taxes in general, both of these 
studies provide substantial material and evidence. 
The O.E.E.C. study is especially concerned with 
the effect of such taxes on productivity through its 
effects on costs of production where a transactions 
tax at each stage is imposed as compared with single- 


. Stage taxes such as our purchase tax. Professor Due's 


book represents the culmination of twenty years' 
study of this field. It is more comprehensive, more 
readable, and-in this reviewers opinion ~ its 
economic analysis sounder than the O.E.E.C. study 
by a French economist. | 

Both books contain case studies of the different 
types of sales taxes used in different countries of 
Europe where these methods of raising revenue are 
extensively employed. Professor Due also discusses 
similar taxes imposed by municipalities in the United 
States and Canadian provinces which the reader 
concerned with the problem of local authority finance 
in this country might find of interest. 

Both studies give high marks to the British pur- 
chase tax as a tax of this type. T'hey are impressed 
with its value as an economic tool for influencing 
demand, but Professor Due reveals a considerably 
greater appreciation of its limitations, inequities and 
anomalies which have emerged in the operation of 
the tax. For the general reader interested in this 
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subject the early chapters of this author's substantial 
and well-documented study; will provide ample food 
for thought.as to the practicability of sales taxes ini 
tlie United Kingdom together with. their merits as 
compared to other forms of taxation. ` 


Office Organization and Method 

Second Edition, by GEOFFREY MILLS, A.C.1.8., M.B.I.M., 
F.O.M.A., and OLIVER STANDINGFORD, F.8B.I.M., F.O.M.A. 
(Sir Isaac Pitman & Sons Ltd, London. 22$ 6d net.) 


Office machinery and equipment are becoming 
continuously more elaborate and efficient and to 
keep up with the latest developments, textbooks on 
that subject require frequent revision. To the new 
edition of this book, first published in 1949, have 
been added a chapter on electronic computers and 
another on production control. : 

The. work is divided into six parts. The fist 
covers Such general office services as typewriting, 
filing, duplicating and communication. The second 
and third parts consider, respectively, accounting 
machines and the services they have to perform. 
Part four has two chapters on accommodation and 
part five deals with staff. The sixth and last section 
assembles and answers quéstións on such aspects of 
planning and control as internal audits, reports and 
committee procedure. 

‘A criticism.of the manual might be that it attempts 
to-encompass too much in.its 350.pages but, as a 
survey in range if not in depth, it is excellent value 
arid’ the text is illustrated with a wealth of photo- 
graphs and diagrams. S i 


Manual of Modern Business Equipment 
(Macdonald & Evans Ltd,:London, for ‘The Office 
Appliance and Business Equipment Trades’ Associa- 
tion. 4s-6d net per part; complete work, consisting of 
twenty-six parts, including two loose-leaf binders, 
£5.55 net.) 


Five more parts (completing the second volume) have ` 


appeared in the above series. They deal with retail 


cash and credit control methods and machiries, time- 


control systems, ` recorded dictation, addressing 


machines and factory and office seating. When added 


to the parts which have’ already been published (see 
our issue of October 26th, 1956), the whole forms 
a manual fully descriptive and illustrative of all the 
business amenities which the modern office may 
enjoy. The publishers.plan to keep the work con- 
tinuously up to dàte by producing new editions of 


individual parts as and when tlie bau d of new 


techniques warrants them. 


Pitman’s Commercial a 

by J: A. SLAYER, B.A., LL.B. Fourteenth Edition. by 
JOHN NEVIN, B.A. (CANTAB. ) Barrister-at-Law. ` (Sir 
Isaac Pitman & Sons Ltd; London. 12s 6d net.) 
"This is a useful little book, originally written by Mr 
J. A. SLATER, the author of Slater's Mercantile Law, 
of which Cie, in a sense, an epitome. Although the 
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text runs to only 240 pages, the range is surprising] 
wide and the matter, | presented with admurab! 

Pride of place is, of course; given to contracts 
both the general law and the law relating to particul: 
kinds of contract: agency, partnership, sale of good: 
carriage, and insurance. The Cheques Act, 195 


` apparently came too late for mention in the book. £ 


the end of the book are specimen examinatio 
questions, set out in the order in which the subjec 
are dealt with in the text. 


Underhill's Law Relating to Trusts and 
Trustees 


Tenth Edition, Seventh Cumulative Supplement, b 
M. M. WELLS, M.A., Barrister-at-Law. (Butterwort 
& Co (Publishers) Ltd, London. 8s 6d net; by post 9. 
Combined price 77s 6d net; by post 79s 6d. ) 


This supplement, which takes the usual form of 
page-by-page noter-up, accompanied by a table « 
statutes and a table of cases, brings the tenth editio 
up to September rst, 1957. 

In the twelve months since the last supplemen 
there have been some significant developments i 
trust law, and the relevant cases are dealt with her 
at commendable length. These include such matter 
as the rule in Howe v. Lord Dartmouth, acceleratio 
of interests, restrictions on accumulation, and th 
distinction between trusts and mere powers. Th 
supplement also devotes a page to the. new scale « 
fees payable to the Public Trustee. . l 


RECENT PUBLICÀTIÓNS 


WILLIAMS! LAW AND PRACTICE IN BANKRUPTCY, 17th editio: 
by Muir Hunter, B.A., Barrister-at-Law. c+- 1,007 pi 
1o X 64. £6 6s net. Stevens & Sons Ltd, "E ondan: 

Tre DEVELOPMENT OF THE SOVIET BUDGETARY SYSTEM, L 
R. W. Davies. Foreword by Alexander Baykov. xxi 
373 pp. 94 X 6. 45s net. Cambridge University Press. 

INTRODUCTION TO MECHANIZED ACCOUNTS, 4th edition, t 
Andrew F. Linton. ix+84 pp. 101 x 8t. 16s net. S 
‘Isaac Pitman & Sons Ltd, London. . >v: 

Your BUSINESS, [HE RIGHT Way: to RUN rr, by- Medes 
George Elliot. 124. pp. TEX 5. 75, 6d net. Elliot Right Wi 
"Books, Kingswood, Surrey. 

THE Costs oF. EDUCATION, by John elsi. Foreword 1 
‘Professor R. M. Titmuss. 256 pp. 9x6. 30: net,, Geor 
Allen & Unwin Ltd, London. , >.. 

WHEAT AND BARLEY: Costs AND RETURNS, 1956: 24. D 
11 X8}. 2s net. Mimeographed Report No. 54, Far 
‘Economics Branch, School of Agriculture, Cambridge 

'óI TE.EUROPEAN COMMON. MARKET AND FREE TRADE -ARE 
.. A series of lectures delivered in the City of London | 
. November and December 1957, under the auspices : 
the University of Lóndon (Department of Extra-Mur 
Studies), and the Institute of Bankers. 73 pp. Kid? 
er net./T'he Institute of Bankers,'London. . 

GROWTH OF A Business, by K. L. "Milne, F. C.A-(AUST.)). ar 
J. L. Rawnsley, F.C.A.(AUST.). 35 pp. 8Exsti. A ne 
.John Fairfax & Sons (Australia) Ltd, London. 

Tax Cases Reported Ver the Directión of the- Board’ 
'Inland Revenue, nod e 7. (Pages 439-51 5 
9$ X6. 3s net. H.M.S.O ndon.. , 

INDEX TO REPORTS OF Tax CASES. Volumes. rto. 35,. 187: 
1955, prepared by Butterworth's Legal Editorial Stai 
iv4d-316 pp. ro X 6k. sos net. Butterworth & Co (Pul 
. lishers) Dtd;.Londón..: ^ ta Pou ago 25 
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COMPARATIVE NATIONAL PRODUCTS AND Price Levers, A 

| Study of Western Europe and .the United States, by 
Milton Gilbert and Associates; 168 pp. 10 X 6}. 24s net. 
Organization for European Economic Co-operation, 
Paris. H.M.S.O., London. 

Tue LEGAL ASPECTS OF ees am edition, by H. R. Light, 
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B.SC.(LOND.), F.C.1.S. xviiid-326 pp. 9X6. 161 net. Sir 
Isaac Pitman & Sons Ltd, London. : 

Uer BRITISH JOURNAL PHOTOGRAPHIC ALMANAC, 1958. 
Edited’ by Arthur J. Dalladay, A.INST.P., F.R.P.S., F.I.B.P. 
6164-32 pp. 7$ X 5. 6s net (board); 8s 6d net (clot) 
Henry Greenwood & Co Ltd, London. 





Correspondence 


letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Dividend Problem 


Sm, — The following problem: has arisen in this 
office. 

An existing company bought all the shares in a 
trading company at October 31st, 1954, at which 
date the revenue reserves stood at £90,000 
sum was transferred to a capital reserve in the sub- 
sidiary and was used to compute the goodwill account 

in ithe consolidated balance sheet. It is now desired 

to declare this sum as a dividend to the parent. Can 
thé resultant capital reserve in the parent of £90,000 
be applied in the issue-of bonus shares to the parent 
company shareholders? 

Opinions seem to differ as to whether this pro- 
cedure is permissible under company law. We should 
be, glad to have the views of your correspondents. 


Yours faithfully, 
| | -= BANCO. 
| . Profits Tax Changes, 1958 
Sm, ~ It occurs to me that the following which gives 
a picture of the effect of the new profits.tax proposals 
over a wide range of circumstances my be of interest 
(to readers. - 

-On the old basis if ilie total profits subject to taxa- 
tion are represented by the letter P and the total 
gross dividends being páid are represented by D, 
then the total.income tax and profits tax due was 
45i per cent of P-+27 per cent of.D.-On the new 
basis this becomes 52} per cent of P. ‘The change in 
the amoufit of tax ae represents 27 per cent of 
D less 7 per Geng of P. This change will be a favour- 
able one for a company which: has followed a liberal 
distribution policy, but will be adverse. where: the 
| distribution policy. has been conservative. The exact 
effect can be seen in the table following, the point of 
equilibrium being -at.3:19 times cover for dividends. 

On the old basis the balance available to pay 
‘dividends was 54d per cent P—27 per cent D, aid 
on the new baàsis.this balance available represents 
475 per cent of P. The ratio showing the number of 











times dividends (including preference dividends) 
were covered by earnings was formerly defined by 


the figures 40 (544 per cent P—a7 per cent D) 4 
23D . 
can be simplified as 3i E : The ratio showing 
cover on the new basis is 49 mss 472 per cent of P 
23 D 
which can be simplified as —— SE E 
23 D` 


From the above, the undernoted comparative table 
can be calculated by taking varying values for Së 


D`. 
Number of times Percentage change 
total net dividends are “in amount of 
-~ covered by net earnings profits tax payable 
AN in future compared 
l Equivalent with amount. 
Old basis on new basis previously payable 
1'O0 1:28 —5I 
I'25 1°50 —44 
1'50 1°72 we ae 
2°00 "215 —25° 
2°50. í- "2°59 - i =i 
3'00 '*23:02.: n "Gs Al: 
319: 4 «07319 No change 
3°50 © 346 4 SLT 
4°00 3°89 HIS, - 
500 — 47,. T39, 
6-00 5 64 A4 


Di is also of intérest to note that the maximum 

dividend (gross) which can be paid’ has now risen to 

approximately 824 per cent of, untaxed’ profits as 

against EES? 64% per cent on the old basis. : 
"Yours faithfully, 


London, NS. i W. L. SPALDING. 


School Fees Paid Í by Etaployer E 


Sm, — There has been brought to my notice. an 
instance of a company pa the school fees of. an 
employee’s child, the said employee receiving 80 
much less from his remuneration. s 

Can any of your readers say if such a procedures is 
in order? It appears to me that, if legal, the. Revenué 
would lose considerable sums,.as there would. be no 
knowing where this habit would stop. | 

: Yours faithfully. -` 

, SURERISED. .. 
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laxation Case 


A full report of the case summarized in this column will be published, with a Note on the Judgment, 
in the ‘Annotated Tax Cases’. 


The Public Trustee (Lord Northcliffe's 
Trustee) v. GER, 


In the HEN Court of Justice (Chancery Division) 
ne, February 13th, 1958 


P "(Before Mr Justice DANCKWERTS) ' 


Estate duty Gifts of parts of income of residue for 
life — Gift to executor — Whether gift to holder of an 
office - Whether liability excluded on that ground ~ 
Finance Act, 1894,. Sections 1 and 2 (1) (b). 


The testator died in 1922, and, among other 
bequests, he directed that three one-hundredth parts 
of the income was to be paid to one of his executors 
during his life for so long as he should act as executor 
and trustee of the will. The will conferred wide dis- 
cretionary powers on the executors and stated that 
the testator had the fullest confidence in them. The 
executor in question died in 1955, having been in 


Notes and Notices 


THE INSTITUTE’S AUTUMN MEETING 
IN LONDON 


Members of The Institute of Chartered Accountants 
in England and Wales are reminded that the 1958 
Autumn Meeting will be held in London on October 
2nd, 3rd and 4th next. Forms inviting members to 
give provisional notice of their intention to be present 
have already been dispatched and their early com- 
pletion, involving no commitment, will greatly assist 
the organizing committee. The forms should be sent 
to the Honorary Secretary, Mr C. J. M. Bennett, 
Alderman’s House, Bishopsgate, London, EC2. Any 
member requiring a further copy of the form may 
obtain one on application to the honorary secretary. 

In addition to business sessions at the Royal 
Festival Hall there will be an address of welcome by 
the Lord Mayor of London and an extensive pro- 
gramme of social functions for members and their 
ladies including an evening reception and dance, sight- 
seeing tours, visits to a variety of industrial under- 

, river trips, golf competitions and a choice of 
a banquet, or seats for My Fair Lady. 

The programme of business sessions and social 
functions (an outline of which was given in our issue 
of April sth) coupled with the spaciousness of the 
Royal Festival Hall, will provide ample opportunity 
for the large numbers expected to discuss both formally 
and informally matters of mutual interest. 


PERSONAL 
Messrs BARTON, MavuEw & Co, Mxzssns 'T'URQUAND, 
Youncs & Co and Messrs J. W. Horron & Co 
announce the amalgamation of their practices in Paris 
under the style of Barton, MayHew, HORTON & 


receipt of the income from 3/494 shares of the 
residuary capital immediately before his death. 

The Inland Revenue claimed that estate duty was 
payable under Section 1 of the Finance Act, 1894, 
on 3/491 shares of capital on the footing that those 
shares of capital passed on the death of that executor. 
The plaintiff contended that the deceased executor's 
interest in his shares of the residuary income was 
‘only an interest as holder of an office’, within 
Section 2 (1) (P) of the Finance Act, 1894, and that 
therefore the claim to duty under Section 1 of the 
Act was excluded. 


Held, (i) that the deceased executor’s interest in 
his shares of the residuary income was only an interest 
as holder of an office, (ii) but that the words in Sec- 
tion 2 (1) (b) excluding liability in such circumstances 
were not applicable to a case within Section r of the. 
Act. 


l'URQUAND YOUNGS at 12 rue: Lincoln, Champs, 
Elysées, Paris VIIe. 

Messrs ELLIOTT, ADRIAN JAcoss & Co, Chartered 
Accountants, of 31-32 Haymarket, London, SW1, 
announce that as from April 8th, 1958, Mr ADRIAN 
JACOBS, A.C.A., has retired from the partnership. The 
practice is being continued by the remaining partner, 
Mr ELLIOTT NORMAN JACOBS, F.C.A., at the same, 
address under the firm name of ELLIOTT NORMAN 
TAcoss & Co. 


Messrs FRANK & PRICE, Chartered Accountants, of 
Pilgrim House Chambers, 8 South Street, Boston, 
Lines, announce that Mr Max STUART FRANK: 
retired from the firm on April 5th, r958. Mr D. T. 
PRICE, A.C.A., will continue the practice at the same 
address under the name of D. T. Price & Co. 


Messrs CLARK, BROWNSCOMBE & Co, Chartered 
Accountants, of 8 The Drive, Hove, and at Brighton, 
and Eastbourne, announce that they have taken into 
partnership Mr PETER ERNEST GOLDSMITH, A.C.A., a8 
from April 1st, 1958. The practice will continue to De 
carried on under the name of CLARK, BROWNSCOMBE 
& Co. 

Messrs MADDOX, PETTER & Co and Messrs dor 
CAMPBELL & Co, of ro-13 Dominion Street, EC3, 
announce that Mr S. R. DuNwoopy, F.C.A., retires 
from both firms as from April 30th, 1958, but remains 
available for consultation. Both practices will be 
carried on under the same names by the remaining 
partners. 

Mr SIDNEY BERMAN, ACA., and Mr GERALD 
ABRAHAMS announce that they recently commenced 
practising from rg0 Commercial Road, London, ES 
under the style of BERMAN, ABRAHAMS & Co. 


* 
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"The partners of Hot, VgL.LACOTT & Co, Chartered 
Accountants, of London, have received with deep 
sorrow the news of the passing, on April 18th, 1958, 
of Mr ARTHUR Hsywoop HiLLYER, F.C.A. Mr HILLYER 
was originally articled to the firm in May 1898, and 
after practising on his own, became reassociated with 
T firm when he joined the partnership in January 

923. He retired in March 1951. - 


js MAXTONE GRAHAM & Sime, Chartered 
Accountants, of 34 Charlotte Square, Edinburgh 2, 
and 67 Watling Street, London, EC4, announce that 
Mr J. M. C. Lawson, F.C.A., after being connected 
with the firm for many years, retired from the London 
partnership on March 31st, 1958. His son, Mr A. E. 
LAWSON, A.C.A., and Mr B. F. J. PARDOE, M.A., A.C.A., 
both of whom have been members of the London 
staff for a number of years, were admitted into the 
London partnership on April 1st, 1958. 


Messrs BRADBURN & Co, Chartered Accountants, 
‘announce that as from April 28th, 1958, their address 
will be Duchy Chambers, 24 Sir Thomas Street, 
Liverpool, 1. The telephone numbers, Liverpool 
Central 0132 and 1581 will remain unchanged. 


Messrs LANDAU, MonLEY & Scorr, of High 
Holborn House, 52-54 High Holborn, London, WC, 
and at Clapham Junction, Feltham, Ilford and 
Brighton, announce that they have opened a branch 
office at 459 Finchley Road, London, NW3. Tele- 
phone: Hampstead 6182. 


Massrs VENTER, WALTHAM & Co, Chartered Ac- 
countants (formerly VENTER, WALTHAM & PARISH), 
announce that on May ist, 1958, they will be re- 
moving to new offices at 33 Boothferry Road, Goole, 
from which the practice will continue to be conducted 
by the existing partners. The telephone number 
(Goole 310) will remain unchanged. 


Missus SHIPLEY, BLACKBURN, SuTTON & Co, Char- 
tered Accountants, of 52-53 Jermyn Street, London, 
SW, announce with deep regret the death of their 
senior partner Mr Ronad H. SHIPLEY, F.C.A. The 


practice will be continued by the remaining partners 
under the same firm name. 


Mussrs LANHAM & Francis, of Gillingham, Dorset, 
announce that they have admitted Mr F. J. Guppy, 
A.C.A., into partnership as from T 1st, 1958. The 
pane ‘of the firm remains unchan 


| PROFESSIONAL NOTES 


Mr M. B. Ormrod, a.c.a., has joined the board of 
Hénry Ansbacher & Co. 

Lord Polwarth, T.D., M.A.(CANTAB.), C.A., has been 
appointed a director of the General Accident Fire and 
Life Assurance Corporation. 

Mr N. Onley-Wilde, A.A.C.C.A., A.C.L8., a Senior 
Inspector of Taxes in London, is to retire from the 
Inspectorate on his appointment as taxation accountant 
of Reckitt & Colman Holdings Ltd. 

| NEW MAYOR OF KENSINGTON 


Mr A. N. E. McHaffie, B.COM., C.A., of London, a 
Lloyd' s underwriter and company director, i is to be ic 
next Mayor of Kensington. Mr McHaffie who is a 
member of the Council of the Scottish Institute has 
been a member of Kensington Borough Council since 
1949 and has served on many of its committees. 


| ; 
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OBITUARY 
RONALD HARRY SHIPLEY, F. C.A. 


Iti is with regret that we record the death on April 11th, 
at the age of 58, of Mr Ronald Harry Shipley; F.c.4., 
senior partner in the firm of Shipley, Blackburn, 
Sutton & Co, Chartered: Accountants, of London. 

Mr Shipley, who was admitted an Associate of The 
Institute of Chartered Accountants in England and 
Wales in 1927, founded the present firm of Shipley, 
Blackburn, Sutton & Co with the late Mr C. N. 
Blackburn in 1936. Previously he had been a partner 
in the firm of Oswald & Shipley. He was elected a 
Fellow of the Institute in 1932. 

He was a member of the Council of the Institute of 
Taxation and for many years he took a great interest 
in the theatrical profession and served as honorary 
treasurer of the King George’s Pension Fund for 
Actors and Actresses. 


IN PARLIAMENT 
Capital Issues Committee 


Mr GnIMOND asked the Chancellor of the Exchequer 
if he will publish an annual report of the work of the 
Capital Issues Committee. 

Mr Mamme: No, Sir. I do not think that this is 
necessary, but statistics giving the result of applica- 
tions to the Committee are now published at quarterly 
intervals in the Monthly Digest of Statistics. 

Mr GRIMOND: May I ask the right hon. gentleman 
to think about this again. I think it is regrettable that 
the Committee should be a permanent part of the 
Government's financial machinery, but it is; and we 
are now, are we not, in a position in which the Govern- 
ment are making use of it for very important assistance 
to areas of unemployment? Should not this House be 
told what is being done and on what basis it is making 
these decisions? 

Mr MaunpLIiNG: The principles on which the 
Committee is operating are always made known to 
the House by means of question and answer. 

Mr D. Price: Will my hon. friend bear in mind 
that many of us on this side of the House feel that in 
tidying up the C.I.C. higher priority should be given 
to giving it statutory form? Would he consider, while 
tidying up Defence Regulations and giving them 
statutory form, giving statutory form to the C.I.C.? 

Mr Mavup ina: I am certainly prepared to consider 
that, but I think that there are other hon. friends of 
mine who might take a rather contrary view. 


Hansard, April 17th, 1958. Oral Answers. Col. 338. 


5 PER CENT DEFENCE BONDS AND 
CONVERSION OFFER 


As announced by the Chancellor of the Exchequer 
on April 15th, the current issue of 44 per cent Defence 
Bonds will be withdrawn at the close of business on 
Wednesday, April 30th, 1958, and a new issue to be 
known as.5 per cent Defence Bonds will be on sale 
from Thursday, May rst, 1958. 

The new Bonds will carry interest at 5 per cent per 
annum payable half-yearly on February isth and 
August rsth. The bonds will mature on the interest 
date next following seven years after the date of 
purchase or, in the case of bonds purchased on an 
interest date, on the seventh anniversary of purchase; 
repayment will then be made on application at the 
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rate of {103 for each J£ roo.; Application for bonds 
must be for £5 or multiples: of £5 and should not be 
made before May rst, 1958. 

" Purchases of the new issue may be made up to a 
maximum of £2,000, ‘These may be held in addition 
to any permitted. holdings of previous issues. of 
defence bonds. Any 5 per cent Defence Bonds in- 
herited from a deceased holder or acquired by con- 
version of earlier issues of defence bonds may also 
be held. 

Holders of 2$ per cent Defence Bonds purchased 
between May rst, 1948, and September 3oth, 1948, 
which mature between May 1st, 1958, and September 
30th, 1958, and holders of 23 per cent Defence Bonds 
(Conversion Issue) which mature on May 1st, 1958, 
who have accepted the offer of conversion into 4$ per 
cent Defence" Bonds (Conversion Issue) made on 
December 28th, 1957, àre to be given an opportunity, 
at their option, to have their bonds exchanged for 
5 per cent Defence Bonds (Conversion Issue) on terms 
similar to those of the 5 per cent Defence Bonds 
(Subscription Issue). | 


LONDON AND DISTRICT SOCIETY OF 
.". - CHARTERED ACCOUNTANTS 


. FORMATION OF New GROUP IN LUTON 


At a SE E held in Luton on April.22nd, a new 
Group. for the Bedfordshire, Buckinghamshire and 
Hertfordshire area. of, the London and -District 
Society of Chartered Accountants was formed. 

The chair was taken by Mr E. F. G. Whinney, 
M.A., F.C.A., a member, of the Council of The Institute 
of Chartered Accountants. j in England and Wales, and 
seventy-six members of the Society attended, including 
Mr E. Kenneth Wright, M.A., F.C.A., the Chairman, and 
Mr J.'W..G. Cocke, T:D., MA, PA _the Hon. 
Secretary. i 

A provisional committee of twelve (one' ‘from local 


góverntient, five “from” industry and commerce and . 


six members in practice) , was elected to plan the 
Bey organizatión and to nofninate officers. 

An _invitgtion is ‘extended tò all members. of the 
Institute if the’ dred ~ both: ‘practising’ and non- 
practising — to join-the new group. Inquiries should 
be addressed’ to. Mr T: RD $us FCA, “IT George 
Street West, Luton; Beds. ; 


Wi 
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MANCHESTER SOCIETY OF 
, CHARTERED. ACCOUNTANTS, 


l The o annual report. of the committee 
of the: Manchester Society of, Chartered Accountants 
for ‘the. year ended December gist, 1957, records an 
increase in membership. of. 104 . during the year, 
bringing the total to 1,07 e these figures do not include 
former..members of The Society. of. Incorporated 
Accountants who have since applied. for membership 
under the integration scheme. During. the summer 
months, a special membership drive was conducted 
which yielded seventy-eight new members. ` 

Nine: meetings were held during the year and, in 
addition; Saturday morning Jectures were arranged 
- for students in Manchester and Préston. The students’ 
resideritial courses held at Burton Manor, Burton-in- 


Wirral, in March and. September were. again most l 
e Lionel Thomson and A. B. , Hollis beat D. V. House and 


successful. 


; The annual dinner i in November wes “attended Py ds 
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298 members and guests, while, two informal sherry 
parties were held during;the autumn. The first was the 
annual sherry party to which invitations are extended 
to all persons in the aréa of the Society who have 
passed the Final‘ examination within the previous 
twelve months — there was a record attendance of 102 | 
members and guests. The second function was held to 
entertain members of the committees of the Incorpora- 
ted Accountants’ District Societies of Manchester and 
of North Lancashire and provided an Ge for 
much useful discussion. ` 

The annual match between members of the Man- 
chester Society and the Manchester Inland. Revenue 
Golfing Society was played over the Wilmslow Golf 
Club course on May 15th, and was won by the 
Chartered Accountants by three matches to two. À 
further match played against members of the Man- 
chester Lawyers’ Golfing Society resulted in a draw. 

During 1957, there was an increase in the member- 
ship of the North Lancashire Branch of the Society 
from 242 to 260. The membership of the Bolton 
Branch increased slightly during, the year and now 
stands at seventy-four. 


. THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


The week-end residential course for senior students 
of The Chartered Accountant Students’ Society of 
London will be held this year from September 11th 
to 14th at Balliol College, Oxford. Details and applica- 
tion forms will be circulated to members later. 

The following meetings of the Students’ GR 
wi]l be held during next week: 


Monday: Visit to the Royal Mint (limited number). 


Wednesday, 6 p.m. (limited number): Lecture, demonstra- 
tion of National accounting machines. 


CHARTERED ACCOUNTANTS’ GOLFING 
, |, SOCIETY = 


An enjoyable and keenly contested golf n match, Eer 
over the course of the Woking Golf ‘Club, on April 
12th, between the Chartered Accountants' Golfing 
Society: and the Bar Golfing Society, resulted in'a draw, 
four matches being won and two halved. ‘Tre teams 
consisted of five pairs each and ten foursome: matches 
were played. 

Results: (Bar Society . names first): 


Morning: Mr Justice Havers and C. Trevor Reeve lost to 
S. Sillem and J. Phillips, 1 hole. 
Mr Justice Salmon and Te R. Rougier beat J. B. Pittman 
and T. Auker, 1 hole. 
NG L. Richards, Q.C., and -Lionel. Thomson lost to 
> H. Lemmon and. D. Gibson, 5 and 4. 
J. B. Latey, Q.c., and J. "Elson. Rees lost to D. V. House 
. and H. W. Pitt, I hole. ` 
W. J. Glover and A. B: Hollis halved with L. R. Elcòmbe 


' and J. D. Green. 


Afternoon: Mr Justice Havers and G. Ch Rougier ‘halved 
-with H. Lemmon and T. Auker. 

Mr. Justice Salmon and J. B. Latey,, Q.C., beat H. w. 
EE . 

N. G. L:-Richards, Q.c., and C. 'Trevor Reeve lost to 
J: B. Pittman and S. Sillern, 1 hole.- 

J. Elson Rees and W. J. Glover beat J. D. Green and 

! » D. Gibson, 2 holen," * 


E Phillips, 2 holes." i 
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THE INSTITUTE OF GOST AND ` 
"^ WORKS ACCOUNTANTS ` 


' TWENTY-NINTH NATIONAL Cost CONFERENCE 


he .twenty-ninth national cost conference of The 
Institute of Cost and Works Accountants will.be held’ 
at The Connaught Rooms, Great Queen Street, London, 

C2, on Thursday and Friday, June sth and 6th, and 
will be followed on Saturday, June 7th, at 10.30 a.m., 
by the annual general meeting. The theme of the 
conference will be ‘Electronics in industry’ and the 
programme is as follows: 


Thursday afternoon, Fune 5th, at 3 p.m. i 
Opening of the conference by the President of the 
Institute, Mr James Borsay, F.c.w.A., followed by a 
discussion by a panel.of distinguished. speakers on the 
| Management’ accountant’s part in the relationship 
| between top management and labour. 

Thursday evening, June 5th, 8.30 p.m. 
| Informal reception by the President and Mrs Borsay 
in the Members’ Room of the House of Commons. 

Friday morning, June 6th 
70 a.m.: Presidential address by Mr James Borsay, F.C. W.A. 

` 10.45 a.m.: Interval for coffee. 

| ZI am.: An address by Mr J. A. Goldsmith, M.A., A.C.A., 

, A.C.W.A., on “Choosing your computer’. 

T p.m.: Luncheon, to be served in the Balmoral and 
Edinburgh Rooms. (Ladies will be welcomed at the 
luncheon.) 

riday afternoon, June 6th, 2.30 p^ 
An address by Mr John Diebold. 

The ladies will have the opportunity of joining a con- 

ducted motor coach tour of famous sights of London and 

: of visiting the London Planetarium. 

Friday evening, Fune 6th, 7 for 7.30 p.m. 

| 'T'wenty-ninth annual banquet of the Institute at The 
Dorchester, Pask Lane, Wi, followed by dancing unte 
1 a.m. 

rae morning, Fune 7th, 10.30 a.m. 

Thirty-ninth annual general meeting of the Institute 
| to be held at The Connaught Rooms, Great “Queen 
Street, WCa. 





$ FIRST AUTOMATION: CONFERENCE 
IN SOUTH AFRICA 


conference on electronics and office automation held 
in Cape Town on March 31st by The Institute of Cost 
and Works Accountants, was the first such conference 
lever to be held in the Union of South Africa. `| 

"The conference programme was arranged to provide 
a comprehenaive course covering not only technical 
developments in office automation but also. the con- 
sequent ¢ economic and sociological problems. 


t 


IRISH MANAGEMENT INSTITUTE 

| l CONFERENCE 
A 'sixth conference on ‘Management: and financial 
control’ organized by the Irish, Management Institute 
is to be held in Killarney from May 1st to 3rd. ` 

The object of the conference is to increase under- 
standing of financial control viewed as a necessary tool 
of MR EE It 18 designed especially for senior 
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management and will ‘consider the telationships 
between management and the accountant. 

Mr J. C. O'Connor, F.c.a.; of Cork, will give an 
address on ‘Are you asking the right questions?” Other 
addresses will be on ‘Methods of control’ and’‘Presen-' 
tation and dissemination of financial ena p3 


STATISTICAL SAMPLING IN INDUSTRY 


A one-day conference on statistical sampling in industry, 
organized by the Birmingham Group of the Industrial 
Applications Section of the Royal Statistical Society, 
will be held on. May 7th at thé Birmingham College of 
‘Technology. 

The speakers at the conference will outline tech- 
niques designed for the collection and analysis of 
numerical information and indicate appropriate 
methods of analysis. The .conference is designed to 
appeal particularly to those responsible for production, 

inspection and accounting, as well as to statisticians. 

The speakers and their subjects are: 

Mr E. D. van Rest (Ministry of Supply): on ‘A survey of 

statistical sampling for management’ 

Mr R. H. S. Lesser (Philips Electrical Industries Ltd) 

on ‘Statistical sampling m the control: of quality’. 

Mr F. Gei Campbell (I.C.I. Metals Division) on ‘Work 

samp 

Mr H. get Mactiendie (University of Bristol) on Sampling 

in-accountancy’. . 

The fee for the conference is 305; Bucher aoma 
tion may be obtained from. Mr D. Goldberg, A.E.I., 
Lamp & Lighting Co Ltd, Moia Road, Leicester. 


AUSTRALIAN. INSTITUTE “MEMBERS! - : 
^" LIST - ~ 


A newly-issued List of Members. of The Institute ar 
Chartered Accountants in Australia gives the Insti: 
tute's total membership, as at June 3oth, 1957, as 
3,863. This figure comprises 1,643. Fellows, 602 
Associates, 531 Associates not in Practice, ‘and I ,087 
members on the Separate: List. ` 

The Separate List is composed of mémbers not 
engaged in public practice, either as clerks or prin- 
cipals. lhey.chiefly comprise those i in industry. Or the 
public service. . 
. Besides information regarding Past Presidents, the 
General Council and State Councils, thé book includes 
the normal alphabetical and Kee lists of 
members. 


O.E.E.C. AND THE COMMON “MARKET ` 
A booklet entitled The OE ECO: and the Common 
Market was published last week by the Organization 
for European Economic Co-operation in Parisi’ "The 
sub-title of the booklet — prepared by M. Marc^Ouin; 
a member of the O.E.E.C. Secretariat — i8 "Why 
Europe needs an Economic: Union of 'Seventeen 
Countries’. The booklet is available from ` H.M. 
Stationery Office, price: Is 6d. AE s 


JOHN FOORD & COMPANY 


Telephone: Victoria 2002 (3 oe. 


_VALUERS AND ASSESSORS ` 


T | OF WORKS, FACTORIES, PLANT & MACHINERY, Etc... . ; 
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THE LEEDS, BRADFORD AND DISTRICT 
SOCIETY OF CHARTERED ACCOUNTANTS 


Ar the annual meeting of The Leeds, Bradford and 
District Society of Chartered Accountants, held 
recently, and at the committee meeting afterwards, 
the following officers and committee were elected for 
the ensuing year: 

President: Mr G. N. Hunter, J.P., F.C.A. 

Vice-President: Mr H. L. Simpson, F.C.A. 

Hon. Treasurer: Mr W. W. Powell, F.C.A. 

Hon. Secretary: Mr G. D. Paterson, M.A., F.C.A., Central 
Bank Chambers, Infirmary Street, Leeds, 1. 

Hon. Auditor: Mr G., R. Turner, M.A., F.C.A. 

Committee: Messrs C. W. Allan, B.COM., F.C.A. KEN 
H. H. Blackburn, F.c.a. (Bradford), H. Bolton, F.c.a. 
deen C. W. Boyce, C.B.E., F.C.A. (Bradford), D. L. 

row, A.8.A.A. (Bradford), F. Dean, r.c.4. (Bradford), 

P. H. Dobson, F.c.a. (Leeds), W. N. Herald, F.c.a. 

(Leeds), T. W. Hibbert, sai (Bradford), G. N. 

Hunter, J.P., d E A. (Leeds), L. W. Hustwick, F. Ec: 
(Bradford), E 3 Longman, F.C.A. (Leeds), G. 

Marsden, A.C.A. alites C. D. North, F.c.a. eet 

J. J. Penny, F.c.a. (Leeds), G. D. Paterson, M.A., F.C.A. 

(Leeds ), W. W. Powell, F.C.A. (Leeds), L. Rank, F.c.a. 

(Y ies W. A. Rawlinson, F.C.A. (Bradford), C. Simpson 


A.C.A. (Bradford), H. L. Simpson, F.c.4. (Huddersfield), 
J. L. Simpson, F.c.a. (Bradford), S. Snowball, F.c.A. 
(Leeds), B. C. Stead, F.c.a. (Leeds), D. Steele, F.C.A. 


(Bradford), E. Sugden, F.c.a. (Leeds), G. Tattersall- 

Walker, A. Naar (Boston Spa), D. Veale, M.A., F.C.A. 

(Leeds) R. S. Wainwright, M.A., F.C.A. (Leeds), 

Rupert Walton, F.C.A. ), GD Warrington, B.8C., 

A.C.A. (Huddersfield), G.A. Windsor, F.c.a. (Leeds). 

Messrs J. S. Heaton, A.c.a.. E. Duncan ‘Taylor, 

F.c.A., and V. Walton, F.C.A., are ex officio members 
of the committee, as members of the Council of the 
Institute practising in the district. 


NORTH YORKSHIRE CHARTERED 
ACCOUNTANTS 


The following officers of the North Yorkshire and 
South Durham Branch of the Northern Society of 
‘Chartered Accountants have been elected for the 
ensuing year: 

Chairman: Mr C. H. W. Sansom, F.c.A. 

Vice-Chairman: Mr E. B. Goldson, A.C.A. 

Hon. Secretary: Mr H. B. Kilvington, A.C.A., 17/19 Scar- 
borough Street, West Hartlepool. 

Hon. Treasurer: Mr J. C. Gregory, F.C.A. 


EVOLUTION OF G.A.T.T. 


A University of London special lecture in economics 
on "I'he evolution of the general agreement on tariffs 
and trade', will be given by Mr E. Wyndham White, 
executive secretary of the General Agreement on 
Tariffs and Trade, at the London School of Economics, 
Houghton Street, Aldwych, WC2, on May rst. 

‘The lecture will commence at 5 p.m. and the chair 
‘will be taken by Prof. L. C. Robbins, c.B., Professor 
of Economics in the University of London. Admission 
is free and without ticket. 


THE 
ACCOUNTANT 


April 26th, 195€ 


SOUTHEND-ON-SEA. CHARTERED 
ACCOUNTANTS' GROUP 


The third annual dinner-dance of the Southend-on- 
Sea Chartered Accountants’ Group was held at The 
West Cliff Hotel, Westcliff, on April rh, 

The chairman of the Group, Mr Richard E. 
Barnett, F.c.a., and Mrs Barnett received the members 
and guests. In a short speech, Mr Barnett thanked 
Mr A. A. Stewart, A.C.A., hon. secretary of the Group 
and Mr John Kennedy Melling, A.C.A., the Group's 
hon. Press officer, for the excellent arrangements thai 
they had made towards the success of the dinner. 

Music during dinner and for dancing was by the 
Roger Cantwell Quintet; cabaret was provided by Joe 
and Robin Barnes, puppeteers. 


BY CAR TO ISTANBUL 


Those of our readers who like unusual holidays will 
interested in the appearance of a travel book by M 
Robert Bell, an administrative assistant of Th 
Association of Certified and Corporate Accountants 
In search of an unusual holiday, he set out to trave 
to Turkey and back by car. Having now made th 
journey on two occasions he has written By Road 
Turkey (Alvin Redman, London, 15s net). 

This exceptionally interesting book gives details o 
the costs, scenery, and places of interest encounte 
en route, as well as a fund of helpful informatio 
about Istanbul itself. 


BRITISH OVERSEAS TRADE 
Three papers on British trade will be given by distin 
guished speakers at the Royal Society of Arts, Jo 
Adam Street, Adelphi, London, WCz, during Apri 
and May. 

The first paper, on Wednesday next, will be o 
‘British trade with Latin-America’ and will be rea 
by Sir John Taylor, K.B.E., C.M.G., Director-General 
Hispanic and Luso-Brazilian Councils; The Righ 
Hon. Sir David Eccles, K.c.v.0., M.P., will preside a 


wealth Economic Committee, will speak on ‘Britis 
trade with the Commonwealth’. Sir Patrick Hannon 
Vice-President, Empire Industries EE 


7th, when, 
Edward Beddington Behrens, 0.M.G., M.C., Mi 
Chairman, European League for Economic Co-opera- 
tion, Mr Roger Falk, ong, Managing Director, 
Marketing Development Co Ltd (P. E. Management 
Group), will read a paper on ‘British trade wi 
Western Europe'. 

Separate tickets are required for each meeting; 
applications for them should be addressed to the 
Secretary of the Society. 
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The Finance Bill 


HE text of the Finance Bill was published last Tuesday 
afternoon. It is a somewhat bulky document as the oppor- 
tunity has been taken to set out a new comprehensive list 
of purchase tax rates. This comprises the Second Schedule, 
which does not come into force until October 1st, 1958. The 
First Schedule contains precise details of the actual changes. 
Clause 2 closes a feared gap in the purchase tax net in relation 
to stationery and the like produced by local authorities and 
similar bodies. Clause 2 enacts that the carrying out by local 
authorities of their functions, and by other bodies of their objects, 
shall be deemed for purchase tax purposes to constitute a business. 
Clauses 3 to 9, inclusive, comprise Part II which is headed 
"Customs and Excise' and covers a variety of matters from enter- 
tainments duty to dog licences. Clause 3 effects the reduction in 
entertainments duty already announced, and has effect from 
May 3rd. Clauses 4 and 5 effect the reduction of duty on heavy 
wines, while clause 6 exempts from spirits duty methyl alcohol, 
even though it is ‘so purified or prepared as to be potable’. This 
liquid is in any case poisonous. Administrative changes in the 
motor licencing system are dealt with in clause 7; and clause 8 
exempts from duty mechanical vehicles going to or returning 
from compulsory tests. Dog licences cease to be excise licences, 
It would be a strange Finance Bill which did not mention 


" income tax. This appears in Part III which comprises clauses 10 


to 19 inclusive. Clause 10 imposes a standard rate of 8s 6d for 
1958-59 but leaves the surtax rates to be fixed later. Clause 11 


“imposes surtax for 1957—58 at the 1956—57 rates. 


The increases in personal reliefs announced in the Budget 
statement are effected by clause 12. It will be recalled that the 
old age exemption limits are raised from {250 to £275 for single 
persons, and from {£400 to £440 for married men, while the limit 
of the excess income for marginal relief is increased from {50 
to £55. The maximum income for age relief is increased from 
£700 to £800, while £30 has been added to the permitted income 
of dependent relatives. To allow time for recoding, these changes 
are not to have effect for P.A.Y.E. deductions until June 22nd. . 

Clause 13 effects.the 25 per cent increase in the initial allow- 
ances in favour of expenditure. incurred on or after April 15th, 
1958. One doubts the equity of this restriction of the relief to 


- persons who waited for a Budget concession. 


Clause 14 contains the much-acclaimed relief to EE 
persons in employment. Unfortunately, it does not go very far. It 
is in effect divided into two parts. An employee who paysiout 
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of his emoluments a fee or contribution men- 
tioned in the Fifth Schedule, may claim it as a 
deduction if it is for a registration or certificate 
which is a condition, or one of the alternative 
conditions, of the performance of the duties of 
the employment. The Fifth Schedule is confined 
to architects, dentists and dental workers, 
opticians, registered patent agents, pharmaceutical 
chemists, solicitors (in respect of the compensa- 
tion fund) and veterinary surgeons. 

Secondly, the clause provides similar relief for 
annüal subscriptions paid to bodies of persons 
which have been approved by the Inland Revenue 
for the purpose. To obtain approval the body 
must not be of a mainly local character; its 
activities must be carried on otherwise than for 
profit; and those activities must be solely or 
mainly directed to all or any of the following 
three objects: 

É (a) the advancement or spreading of knowledge; 

(b) the maintenance or improvement of standards 


of conduct and competence among the members 
of any profession; : 


` (c) the indemnification or protection of members: 


of any profession against claims in respect of 
liabilities incurred by them in the exercise of 
their profession. 


Clause 15 implements the Chancellor's promise - 


to extend charity relief to cases where charity 
property is used by an officer having an income 
of £150 or more. 

Clause 16 extends the scope of Section 4 of the 
Finance (No. 2) Act, 1955, directed against 
dividend stripping by finance houses and charities, 
but there is an exclusion for shares acquired 
before April 16th, 1958. In other words, the 
changes are not to be retrospective after all. 

. Clause 17 restricts the allowance for loss relief 
under Section 341 of the Income Tax Act, 1952 
(as subsequently extended), and is on the same 
lines as the original dividend-stripping legisla- 
tion. There is a corresponding relief from retro- 
spection where the shares were acquired before 
April 16th, 1958. Not to have given this relief 
against retrospection would have caused a very 
considerable injustice. Even as things are, a 
person who paid a good price for a controlling 
interest in a loss company but neglected to vest 
shares in it before April 16th will suffer. 

Clause 18 closes the gap revealed by the 
decision in C.I.R. o Saunders (36 A.T.C. 181). 
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In effect it widens the meaning of ‘revocable’ for 
the purposes of Section 404 of the Income Tax 
Act, 1952, but gives an opportunity to make the 
settlement irrevocable by a release of the offending 
powers given by the settlement. Clause 19 and 
the Sixth Schedule extend various time limits 
laid down by the Income Tax Acts. In the case 
of appeals, for instance, the new time limit: will 
be thirty days instead of twenty-one days. 
Incidentally, clause 22 imposes a six-year time 
limit on the Revenue’s power to make profits tax 
assessments, except where there is fraud or 
wilful default. 

Part IV of the Bill is headed ‘Profits Tax’ and 
comprises clauses 20 to 22. Clause 20 substitutes 
the new ro per cent flat rate and provides for 
transitional provisions in the Seventh Schedule, 
directed against abnormally low dividends in 
respect of chargeable periods prior to April 1958. 
Clause 21 contains consequential provisions for 
statutory undertakers, co-operative societies and 
building societies. 

Part V (Estate Duty) comprises clauses 23 to 
27. The first of these provides for the imposition 
of duty on the consideration paid by a life-tenant 
for the reversion, where the purchase was made 
within five years of the life-tenant’s death. 
Clause 24 provides that where two persons die 
together in circumstances which make it uncer- 
tain who died first, the property chargeable to 
estate duty shall be ascertained on the footing 
that they died at the same instant and the 
property concerned devolved accordingly. Clause 
25 and the Eighth Schedule extend quick- 
succession relief to all property. The relief for 
works of art sold to certain national institutions 
is restricted by clause 26 so as to exclude sales at 
auctions. Clause 27 deals with property handed 
over to the Revenue in satisfaction of death duty. 

Part VI, dealing with stamp duties, comprises 
clauses 28 and 29. The first gives effect to the 


. extension of the relief from ad valorem duty on 


conveyances and also provides for a less abrupt 
scale of duty in the case of small amounts. It also 
contains consequential amendments. Clause 29 
makes some miscellaneous minor changes, the 
most important being a restriction of the scope of 
duty on periodical payments in relation to the 
sale of goods. 

We hope to discuss the Bill in more detail i in 
subsequent issues. 


wer 


from the excerpts which appeared in 


our issue of April 12th, the 1957 report | 


of the Council of The Association of Certified 


and Corporate Accountants is a straight-forward 


record of useful endeavour. For the first time in 
its history, the. membership of the Association 
now exceeds 10,000 although the intake for the 
year was less than usual. The number of stu- 
dents and graduates (including articled clerks) 
registered at December 31st, 1957, was 7,398 as 
against 7,555 and 7,883 at the end of 1956 and 
1955 respectively. The results of the Intermediate 
examination continue to be disappointing, the 
percentage pass for the second year in succession 
being only 30 as compared. with 39 in 1955 and 
44 in each of the two previous years. The Final 

ation candidates, however, improved upon 
the poor showing of the previous year. In 
Section I, 31 per cent passed as against 26 per 
Cent in 1956 and in Section II, 43 per cent were 
successful, 6 per cent more than in the year before. 
' Mainly because of the higher rates of annual 
subscriptions, operative as from January rst, 
1957, the Association's total income for the year 


irose from £50,410 to £67,961. Expenditure fol- 


llowed the same trend and increased by £5,075 
ito £60,414. The consequent surplus of £7,547 
(1956 showed a deficit of £4,929) brought the 
jaccumulated fund to £59,140. While a satis- 
factory equation between income and expenditure 
pn thus been achieved, only two more years of 
rising expenditure on the same scale as that of 
| 1957 over 1956 would see the recurrence of an 
undesirable deficit. The Council is alive to this 
| danger and is making every effort to introduce 
| what economies may be made without reducing 
the customary standard of service to members. 
A feature of the Association's activities which 
| does it credit year after year is the industry of the 
‘technical research committee and its associated 
| sub- committees and panels. Prominent among 
‘its publications during 1957 was a booklet pre- 
, pared by the management accounting sub- 
' committee entitled The Planning and Measure- 
bos of Profit~a Technique of Management 
; Accounting, and the taxation sub-committee com- 
pleted a comprehensive study on Residénce and 
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The Association’s Affairs 


| S our readers will have already observed - 
ye Y 


Income from Abroad which took the place of two 
previous publications dating from before the 
appearance of the 1956 Finance Act. That sub- 


committee’s present work in progress includes a 
pamphlet on certain aspects of back duty. 


Elsewhere in this issue we report the proceed- 


ings of the fifty-third annual general meeting of 


the Association, held in London on Tuesday. 
In his presidential address, Mr A. C. S. MEYNELL, 
F.A.C.C.A., makes it quite clear that no further 
developments in the unification of the profession 
may be expected immediately. The meeting 
arranged for next October between representa- 
tives of the three Institutes and of the Association 
will be exploratory in character. What will 
happen after that and when will depend on, 
among other things, how the integration scheme 
between the Institutes and the Society works out 
in practice, and this naturally will take some 
time to determine. 

Whatever the future may. hold, the. present 
hard-won reputation of the Association will not 
be enhanced if the lack of enthusiasm shown by 
many members towards its affairs and activities 
is not checked. 'T'he Council in its report deplores 
the fact that a large number of members 'do not 
concern themselves with their district society or 
their fellow members in any way' and that 
attendances at meetings have been so poor 'as to 
reflect on the Association adversely’. Again, in 
his presidential address, MR MEYNELL discloses 
that more.than 3,000 members have not yet 
replied to a questionnaire distributed a year ago 
asking for essential information which would 
help to define the Council's attitude towards any 
future integration negotiations and to shape its 
ultimate policy on that and other issues of 
moment to the Association. Lack of enthusiasm 
amounting to indifference by a substantial section. 
of its members will sap the vitality of any cor- 
porate organization in time. Those, therefore, to 
whom the remarks of the President and the 
Council apply, should.seriously consider the 
grave consequences their negative. conduct, if 
persisted in, would bring down not only upon 


their own heads but on those of their fellow 


members who’ work so hard and so loyally to 
further the cause of thé Association. 
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European Commentary — I 
by KENNETH S. MOST, LL.B., A.C.A. 


Readers will be familiar with the commentaries which we receive from North 

America, Australasia and Africa, and we now have pleasure in introducing an 

addition to the series, to be published quarterly, dealing with contemporary 

problems and trends of thought in the accountancy profession on the Continent. 

Our contributor has spent the last ten years working as accountant and auditor in a 

number of European countries and is familiar with these PTOS and trends at 
first hand, 


Future Developments in Public Accounting 

WHE public accountant has two functions, 

auditing and advising, writes E. O. J. Jans 

in the February 1958 issue of Maandblad 
voor Accountancy en Bedrüfshuishoudkunde (Am- 
sterdam), and the one is incomplete without the 
other. Although the advice given by the auditor 
must be restricted to those fields of knowledge in 
which he is an expert, i.e. taxation, business 
economics and administrative organization, he 1s 
not to be considered a specialist; he is a specialist 
only in the field of auditing. 

In order to maintain his present position in 
business life, the accountant will have to develop 
this advisory function, particularly in the direc- 
tion of giving unsolicited advice, and by increas- 
ing his knowledge of business organization. 


"'lhe first relates to the manner in which the 


advisory task is performed. The point is made 
that, in his capacity of auditor, the accountant is 
familiar with numerous aspects of the business, 
and should confront management with the 
problems he has encountered without being 
asked to do so. If necessary, he should recommend 
that specialists be called in. 

The need for up-to-date knowledge of business 
organization derives from the dynamic character 
of an administrative organization, both as regards 
management and costs. ‘The accountant must 
keep abreast of this subject, not only in order to 
be able to give advice when required, but also 
for a better understanding of the results of his 
audit procedures. Management expects the 
accountant to give his opinion, not only on the 
annual accounts, but also on the accounting 
system. It might be feasible to include "Accounting 
organization' as a separate subject in the training 
programme. 

The writer does not deem it advisable for the 
accountant's expert knowledge of business organi- 
zation to attain the state where it would justify 
him applying its techniques, by setting up 
standards, specifying labour conditions; and so 
on. If he did this, the advisory function would 


change into an organizing function, with a 
different kind of responsibility like that of the 
business consultant. The danger of collision 
between the two functions if the accountant is 
both auditor and business consultant should not 
be under-estimated. 


Distributing Trades and the 

Common Market 
The century of production is being superseded 
by the century of distribution, said Prof. Dr Karl 
Christian Behrens, of the Berlin Free University, 
in an address given at the tenth Austrian Business 
Economy Week, of which a condensed report 
appeared in Der Wirtschaftstreuhdnder (Stuttgart) 
dated February 15th, 1958. Great changes are 
foreseen in forms of trading within the Common 
Market when, at the end of the 15 years' transition 
period, customs barriers are removed. They will 
also affect native industries and import-export 
firms, the former because of different market 
requirements, the latter because of the possible 
disappearance of a need for their intermediary 
functions. 

Prof. Behrens expects that examples for new . 
European forms of distributive trading will come 
from the U.S.A. In finance, for example, there 
may well be an acceptance of the factoring system. 
Other American forms mentioned by Prof. 
Behrens are, the 'cash and carry' system, which 
he claims has developed a new form of whole- 
saling comparable to self-service retailing, and 
the ‘discount houses’, which sell goods at 15~30% 
less than manufacturers' fixed retail prices, and 
thus prevent vertical price-fixing in the U.S.A. 

Many international traders will compete within 
the new inter-state market. German wholesalers 
are already strengthening their position by setting 
up outlet chains, supplying them at wholesale 
prices plus a charge for administration, financing 
them, and putting at their disposal a staff of 
experienced specialists. 

- With regard to retailing, Prof. Behrens sees the 
mail-order stores continuing their advance of 
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recent years, both by using electronic equipment 


' dnd by establishing stores at the outskirts of 


provincial cities and towns, thus liberating their 


| raotorized customers from the confines of the 
catalogue. Self-service stores will also continue 


to increase in numbers, and he lays down the 
EUN conditions for their success: 


| (1) Pre-packed goods of standard qualities and 
quantities. 

' (2) Complete refrigeration system from pro- 
ducer to consumer. 

(3) Adequate parking space for customers. 


Sole traders will have to realize in time that 
forms of co-operation are open to them, which 
they must adopt if they are to survive. Particularly 
promising are ‘shopping centres’ on busy cross- 
roads outside towns, which can be administered 
as a unit, each trader paying a combination rent 
based upon area occupied and turnover. Three 
groups are distinguished: neighbourhood shop- 
ping centres (15-20 shops), district shopping 
centres (30-50 shops and a small department 
store), and regional shopping centres (perhaps 
ioo shops, several department stores, super- 
inarkets, garages, restaurants, and parking HE 
for 4,000-6, 000 Cars). 


| 3 
| Equal Rights for German Women 


in English law, husband and wife are one 
person, and that person is the husband. 'T'hose 
who would have it otherwise, particularly for tax 
assessment purposes, should take a look at the 
. German Gleichberechtigungsgesets (Equality of 
Rights Law) of June 18th, 1957. An article by 
Notary Karl Haegele, in the same issue of Der 
Wirtschaftstreuhdnder, illustrates the problems 
which have required solution. 

© Among the economic questions dealt with by 
legislation are: the right of a wife, even though a 
minor, to establish a domicile different from that 
of her husband; her right to use her maiden name 
after marriage, e.g. for trading purposes; respon- 
‘sibility for decisions on family affairs; rights 
‘arising out of the wife’s housekeeping duties, and 
her power to pledge her husband's credit; 
provisions similar to partnership law where one 
spouse assists the other in his or her business, 


and for division of the family income; relations 


With creditors; and relations with parents and 
minor children. 
The new law, which takes effect on July 1st, 


,1958, is a substantial departure from the old in 
many respects. Anyone accustomed to the 


.almost Biblical provisions of English family law 


might find some of.its paragraphs quite incredible, 
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but it represents an interesting effort to bring 


the law in accordance with contemporary 
patterns of social behaviour. 


Tax Officials Demand Simplification 


The same journal reports a request made by 
German tax officials to the Bundestag for a 
drastic reform of the fiscal system. The points 
demanded are: 
(1) A change-over from the fiscal year to the 
calendar year, and not more than one taxing 
Act in any one year, to take effect on January rst. 

(2) Cancellation of all concessions and a return to 
the simple legislation of 1934. 

(3) Cancellation of all small taxes where the 
yield bears no significant relation to total 

' | revenues. 

LO Technical improvements in the administration 
of the tax system. 

(5) peels the link between fedes ei practice 

by returning to a single financial administration 
for the country. 

The chaotic position which obtains is illustrated 
by the fact that the tax laws for 1954-55 comprise 
40 Acts, 67 Orders and 72 Administrative 
Orders, having in all 6,215 sections or sub- 
sections; in addition, from 1951 to 1955, there 
were issued 75 Amendment Acts, 120 Amend- 
ment Orders having 2,515 sections or subsections, 
and over 2,300 pages of Amendments to Admini- 
strative Orders. 


Test Yourself Question 


The following question was set in the second 
1957 examination for the French ‘Brevet Sup- 
erieur d'Etudes Commerciales’ (state certificate 
in advanced commercial studies), reprinted in the 
January 1958 issue of the bi-monthly Bulletin de 
la Société de Comptabilité de France (Paris): 

Analysis of the profit and loss account of a 
business for the year 1956 indicates that the fixed 
charges total ten and a half million francs. Turn- 

' over corresponding to break-even point was 
reached at the end of October. 

The business obtained a loan of twelve million 
francs in January 1957, in order to modernize its 
equipment. The new machines, which were 
installed at the end of March 1957, must be 
written off over ten years. The cost of the loan 
is 8 per cent. Turnover for the first four months 
of 1957 remains at the average for 1956, but an 
increase of 40 per cent is expected from May 1957 
onwards. 

Calculate the budgeted fixed charges for 1957. 
Assuming that the profit margin remains the same 
for 1957, ascertain break-even point for 1957. 
(3) Indicate by which date in 1957 turnover corres- 
ponding to break-even point will be reached. 
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Balancing Charge is not ‘Income’ 


CONTRIBUTED 


from the 'actual income of a company 
from all sources’ for the purposes of a 
surtax direction under Section 245 of the income 
Tax Act, 1952. Such was the recent decision of 
the Court of Appeal in C.I.R. v. Wood Brothers 
(Birkenhead) Ltd (In liquidation) (36 A.T.C. 259) 
affirming a decision of Harman, J., in the Chancery 
Division. From one point of view, it is difficult to 
see how that which is a liability of a company can 
yet be put forward as part of its income, 

‘but’, said Harman, J., ‘in income tax cases the 
common sense of the matter has got so overlaid 
by statute... and the subtleties of the law generally, 
that things are rarely quite what they seem’. 


A BALANCING charge is to be excluded 





Surtax Directions 
Section 248 of the Income Tax Act, 1952, 
provides that where a direction has been given 
under Section 245 of the Act, with respect to a 
company, the apportionment of the actual income 


from all sources of the company shall be made . 


by the Special Commissioners in accordance with 
the respective interests of the members. Section 
255 (3) then provides that in computing the 
actual income, the income from any source is to 
be estimated in accordance with the provisions 
of the Act relating to the computation of income 
from that source. In Endowment Co Ltd v. C.I.R. 
(8 ATC 107; x4 T.C. 353) it was held that it is 
immaterial from what source a company derives 
its income so long as it is income within the 
meaning of the Act. 


Winding-up 

Under the general law, sums distributed in a 
winding-up are capital receipts in the hands of 
the members and so do not form part of the 
members’ total income, even though they include 
undistributed profits (C.I.R. v. Burrell (3 A. T.C. 
341: 9 T.C. 27)). 

` Section 253 of the Act of 1952, however, enacts 
special provisions as to companies in liquidation, 
to which Section 245 applies. 'T'he effect of these 
provisions is to make all income for the period 
from the last accounting date down to the date of 
commencement of the winding-up, income of 
that period available for distribution to the 
members of the company. Nevertheless, any such 


income not distributed is not necessarily deemed 
to have been unreasonably withheld from distri- 
bution so that a surtax direction must auto- 
matically be made; it is open to the company to 
show that there has been no such withholding 
(A. & F. Mucklow Ltd v. C.I.R. (33 A.T.C. 250; 
35 T.C. 269)). 


Initial and Annual Allowances 

Initial allowances in respect of capital expendi- 
ture on the provision of machinery or plant for 
the purposes of the taxpayer's trade or profession 
are provided by Section 279 of the Income Tax 
Act, 1952, as amended by Section 16 (2) (a) of 
the Finance Act, 1953; while Section 280 of the 
Act of 1952 states the rule for the granting of 
annual allowances (formerly "wear and tear' 
allowances). 


Balancing Allowances and Charges 

In certain events a balancing allowance may also 
be granted or a balancing charge made. Under 
Section 292 of the Income Tax Act, 1952 (as 
amended), balancing allowances or charges may 
arise if the plant or machinery has been the 
subject of an initial and/or annual allowance and, 
before the permanent discontinuance of the trade, 
the plant or machinery ceases to belong to the 
trader; also, if there bas been a permanent 
cessation of the use of the plant or machinery in 
the business, or a permanent discontinuance of 
the trade. 

A balancing allowance 1s made where the initial 
and annual allowances have proved inadequate 
to equate the written-down value of the plant 
and machinery for income tax purposes with the 
proceeds of sale, compensation or insurance. A 
balancing charge is due when the sum received 
exceeds the expenditure unallowed, to the extent 
of the excess. The balancing charge, however, 
cannot exceed the total allowances (excluding 
any investment allowance) granted in respect of 
that plant or machinery. Thus, any capital gain, 
if the proceeds exceed the original cost, is not 
subject to the charge. 


Method of Computation 
Sections 301 and 323 of the Income Tax Act, 
1952, state the manner in which balancing 
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allowances and charges are to be given or made. 
They are, saving exceptions, to be made to or on 
the taxpayer in charging the profits or gains of 
his trade. The profits forming the basis of assess- 
ment are first cornputed. In the case of balancing 
allowances, they are then deducted from the 
amount assessed, any unexhausted balance being 
carried forward and deducted against the assess- 
ménts for subsequent years. That this is so is 
made plain by subsection. (1) of Section 323, 
which provides that 
‘Any claim by a person for an allowance falling 
to be made to him . . . in charging the profits or 
gains of his trade shall be included in the annual 
statement required to be delivered . . . of the 
profits or gains thereof, and the allowance shall be 
made asa deduction in charging those profits or 
gains.’ 

Subsection (4) of the same section, which deals 
with balancing charges, does not, in terms, state 
the converse and directs that the amount of the 
balancing charge shall be added to the amount of 
the profits or gains. It reads: 

| “Any charge falling to be made [under Part X of 

the Act] on a person for any year of assessment in 

charging the profits or gains of his trade shall be 

‘made by means of an assessment on the profits or 

gains of that trade for that year of assessment in 

addition to any other assessment falling to be made 
thereon for that year.’ 

‘This provision gives rise to a difficulty of 
construction, bearing in mind the dictum of 
Lord Blackburn in Coliness Iron Co v. Black 
»((1882), 6 A.C. 315, at page 330) that 

"no tax can be charged on the subject without 

| Words i in an Act of Parliament clearly showing an 
‘intention to lay a burden on him’. 


Balancing Charge to be Separately 

: Assessed 

Iı Townsend v. Electrical Yarns Ltd (31 ATC 
95; 33 T.C. 166) it was held that a balancing 
charge is to be assessed separately, and not by 
augmenting the profits (if any) of the trade for 
the year in question. In that case a company 
| permanently discontinued its trade in the year of 
| assessment 1949-50. Its assessment for the 
| penultimate year 1948-49, based on the profits 
of the preceding year, was £3,038, and the actual 
| profits of that year were £2,578. During that 
year the company sold plant and machinery and 
were additionally assessed on £600 in respect of a 
| balancing charge. The company claimed that the 
£600 should be added to the £2,578, making it 
£140 in excess of the £3,038, and that {140 was 
the sum on which they should be assessed. 


| 
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Donovan, J., held that the company was 
correctly assessed on the £3,038 in respect of the 
profits of the penultimate year, and in addition 
on {£600 in respect of the balancing charge. The 
difficulty presented by the words ‘by means of an 
assessment on the profits or gains of the trade' 
appearing in Section 323 (4) he got over by 
holding that they meant ‘by means of an assess- 
ment purporting to be on the profits or gains of 
the trade’. 

In CIR v. Wood Brothers (Birkenhead) Lid 
(supra), a company, to which Section 245 of the 
Income Tax Act, 1952, applied, ceased trading 
on April 28th, 1951, and went into voluntary 
liquidation on April 16th, 1952. he period 
over which the company had to be taxed was 
April 30th, 1950, to April 16th, 1952, inclusive. 
It was not disputed that a balancing charge of 
£18,675 fell to be made on the company in 
respect of sales of plant and machinery on cessa- 
tion of its business under Sections 292 (3) and 
323 (4) of the Act. It was also agreed that the 
actual income of the company from all sources, 
as computed for the purposes of Chapter III of 
Part IX of the Income Tax Act, 1952, for the 
said period, fell to be apportioned among its 
members under Sections 245 and 248 of the Act. 

On appeal by the Crown from a decision of the 
Special Commissioners that the amount of the 
balancing charge did not fall to be included in 
the actual income of the company from all 
sources, Harman, J., held that the amount of 
the balancing charge was not 'actual income' of 
the company apportionable among the members, 
since the proceeds of sale of plant and machinery 
(a capital asset) were capital, not income: and the 
mere fact that a balancing charge had been made 
did not convert the excess of the proceeds of sale 
over the written-down value for income tax 
purposes of the plant and machinery, into actual 
income of the company. 


‘Actual Income’ 


The Court of Appeal affirmed the decision of 
Harman, J., in the result, but they disagreed with 
his construction of the words ‘actual income’. 
Whereas he had held that actual income meant 
income in the popular sense of that expression, 
as opposed to fictional or notional income, and 
so had concluded that the amount of the balancing 
charge could not be said to be part of the actual 
income of the company, the Court of Appeal, 
applying dicta of Scott, L.J., and Lord Atkin in 
the well-knonw case of Thomas Fattorini (Lanca- 
shire) Ltd v. CLLR. (21 A.T.C. 98; 24 T.C. 328) 
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held that 'actual' in the phrase 'actual income 
from all sources' meant income for the actual 
period in respect of which the assessment in 
question was made, as distinct from the income 
for some other basic period of a conventional kind, 
such as the previous year. 

The fact that a balancing charge was not actual 
income in the popular sense but, if it was income 
at all, was a sum to which the character of income 
had been notionally attributed by the Legislature, 
would not necessarily exclude it from the cal- 
culation of the company's total income from all 
sources; nor would the fact that the amount. of 
the balancing charge was arrived at by means of a 
capital calculation necessarily conclude the 
question as to its cbaracter for income tax 


purposes. 


Clear and Unambiguous Words 


Nevertheless, the balancing charge did not in 
itself bear the character of income at all. It was 
necessary to find somewhere in the relevant 
provisions of the Act a sufficiently clear and 
unambiguous provision to the effect that the 
amount of the balancing charge should be deemed 


THE 
ACCOUNTANT 


May 3rd, 1958 


to be in addition to the income of the company 
for the period in question. 

There was a significant change of language to 
be found when comparing the terms of subsection 
(4) of Section 323 (relating to balancing charges) 
with the terms of subsection (1) relating to 
balancing allowances. Although under sub- 
section (4) there was to be an assessment on the 
profits or gains of the trade for the year of 
assessment, in addition to any other assessment 
falling to be made thereon for that year, there 
was nothing to say that the amount of a balancing 
charge must be added to the amount of profits 
or gains. True, there was to be a surcharge (by 
means of a separate assessment) on profits or 
gains to the extent of the balancing charge, but 
that did not involve the conclusion that the 
balancing charge became part of the actual income 
from all sources for the relevant period. Therefore 
the Crown's appeal failed. 

As the withdrawal of the Chancellor's 'conces- | 
sion’ is likely to witness an increase in the number | 
of surtax directions in future, this decision of the | 
Court of Appeal is of particular importance where | 
a balancing charge is also involved. | 


survey For Computers 


by D. B. E. DOUGLAS-WITHERS 
Accountant Liaison Service, National Cash Register Co Ltd 


Historical Background 


E must begin by looking back over the years 
and surveying the scene on to which the - 


computer has swept, rather like a prima 
donna at a first night — a first night that is meeting 
with a distinctly mixed reception. In many people's 
minds the electronic computer goes hand-in-hand 
with such terms as ‘automation’, ‘controlled atomic 
reactor, even ‘inter-continental ballistic missile’. 
These and many other somewhat frightening and 
formidable terms have burst upon us in the post- 
war years with remarkable suddenness. To my 
mind, it all points to a second industrial revolution, 
or perh T more accurately, a second part of the 
industrial revolution begun in the late eighteenth 
and early nineteenth centuries. 

A feature of the industrial revolution was the 
mechanizing of the old hand-crafts and skills. The 
machine did not necessarily produce a better article 
(in many cases it did not produce such a good one), 
but it did produce it quicker and, pro rata, less 


One of a series of lectures on the study and application of 


expensively, Speed and production are the crux of 
the matter. We see the skill of the hand replaced by 
the repetition of the machine. 'l'his trend has been 
continued over the years and is still continuing. Its 
influence goes far beyond the piece of machinery in 
the factory —that is, the device that is used for 
actually making something. The washing machine 
and a host of gadgets in the home, the numerous 
packing and stacking devices in the warehouse, the 
heavy bull-dozing and earth-shifting equipment 
on the building site are all instances of the machine 
making lighter the work of the hand. 


If the industrial revolution started by assisting us 
in our physical output, is it not a logical sequence 
that it should go on to assist us in our mental pro- 
cesses? The commencement of this trend goes back 
to the production (as a commercial proposition) of 
the adding and calculating machine — that is, from 
the last quarter of the nineteenth century. Tech- 
niques have improved but, in general, the adding, 
calculating or accounting machine is nothing more 
than a very useful aid to our own mental processes. 
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dimi has revolutionized all this. First reports 
spoke of ‘electronic brains’ and ‘thinking machines’; 
While I hope to disprove these claims, I think they 
do serve to show the sort of i impact that the computer 
has made. 


Present-day Conditions 


Before passing to the characteristics of a computer, 
let us pause to consider present-day conditions, 
particularly those relating to the office. The modern 
trend is towards management accounting; manage- 
ment is beginning to realize the potential that lies 
within the accounts departments. Hitherto the 
functions of the accounts department may be defined 
as: 

(1) housekeeper, in that it pays the staff, and pays 

| the ge after the manner of old-fashioned 

| stewardship; 

(2) custodian of the companies funds and debts 

i and, to a lesser extent, of stock and fixed assets; 


(3) reporter of things past and present. 

This is adequate provided you are keeping accounts 
| for shareholders, tax authorities and, in order to 
‘satisfy the law, for the protection of property. But 
now must be added a further function, that of 
Prophet. The tempo of business is such that manage- 
| ment requires up-to-date information for the conduct 
of their affairs. The cost and complexity of the 
machinery of industry and, in its widest sense, the 
machinery of commerce is such that management 
must have up-to-date information to function 
economically. The accountant in his capacity of 
prophet must be able to blend up-to-the-minute 

ormation with past experience and estimates of 
future activity. It is because forecasting often requires 
elaborate research that commercial and industrial 
: ‘accountants have tended to steer clear of management 
accounting techniques in the past. Managers must 
share the blame for this neglect because, in many 
cases, it never occurred to them to ask for figures on 
which to base future policy, and when produced, 
|they often ignored them. Anyway, be that as it may, 
EE is now no doubt that management are more 
| 
| 


+ 
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and more athirst for information and accountants 
are evolving methods of providing it in the most 
pálatable form. 

Into this world has come the commercial digital 
computer. With its background, which we have 
traced as an extension of the industrial revolution, 
it is able to do a great deal of our mental donkey- 
work for us; and this at a time when there is an 
increasing amount of mental donkey-work to be done. 
Moreover it provides us with an opportunity as never 
béfore of integrating the historical and management 
functions of accountancy. Sir Ben Lockspeiser, 
formerly Secretary of the Department of Scientific 
and Industrial Research, had this to say: 

! “The real future of the electronic computer lies in 

ae information which is otherwise unobtain- 

‘able.’ 
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This statement may seem a little sweeping but we 
will be able to show that the computer opens avenues 
that have hitherto been too tedious to investigate. 


'" Characteristics of the Computer 


We have heard a lot of things about the computer. 
We- have been told it is blessed with a brain; yet we 
know that outside the realms of Frankenstein no 
one has succeeded in putting a brain into an inanimate 
creature. We have been told it is clever; it is in fact 
stupid. We have been told it can think; it is incapable 
of constructive thought as we know it. We have been 
told 1t works very fast; this certainly is true. ; 

First of all, let us examine the 'brain' myth and see 
how it originates. By various means, the computer is 
able to store information. 'This may either be in the 
form of pure information — as contained in a reference 
book or in a filing cabinet — or in the form of instruc- 
tions, Its Capacity for storing such instructions is 
large and its capacity for storing pure information is 
very much larger. The instruction store contains 
instructions of the , simplest kind all r ga 
definite answer of ‘yes’ or ‘no’, If you think for a 
moment of the computer as containing a huge number 
of switches which may be ‘on’ or ‘off’, it will help to 
explain this — ‘on’ is ‘yes’, and ‘off’ is ‘no’. ‘This, then 
is a world of black and white with no place for shades 
of grey or half-tones and, moreover, with no place 
for that most useful avenue of human mental escape, 
‘maybe’. Working from its instructions, the computer 
may examine a set of circumstances, then, depending 
on the answer, carry out one of two routines, E 
detailed in what is termed its program, "Thus it 
is capable of limited decision, provided it has all the 
facts. 

Decision, then, is , the first characteristic and that 
which sets the computer above all other office 
appliances. T'he size.of its instruction store is such 
that it may have a considerable repertoire of decisions 
provided it is given all the facts in the first place. 
À simple example would be the action of scanning a 
list of sales ledger accounts and deciding whether 
there is a debit, credit, or nil balance, and printing 
out a trial balance accordingly. The possibility ofa 
nil balance is eliminated by asking both whether it is 
debit or credit. In either event the computer is then 
instructed to proceed to the next balance and repeat 
the program. 

Computer Logic 


À computer must be programmed for every step and 
every contingency must be considered. If you ask an 
intelligent office boy to divide 2 into ro, he will 
come back sooner or later and tell you that the answer 
is 5. He means, though he may not be aware of it, 
that he was able to subtract 2 from ro five times 
before reducing the resultant to zero. Not so the 
computer. It would be useless to ask it how many 
times it can subtract 2 from "o, because its logic is 
such that it does exactly what it is told. It proceeds 
to subtract 2 from ro, passes zero and then goes 
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bounding off into infinity because nobody has told 
it to stop; and until someone does restrain it, it will 
continue its search for the infinite. In simple terms, 
the instructions to the computer would amount to 
‘subtract 2 from 10 and make a note of it. Is the 
answer zero? If no, repeat the process. If yes, print 
out the number of times you've been through the 
cycle’. 

So much for computer logic. Decision and courses 
of action based on that decision are the key to the 
matter. I hope by now you will be beginning to see 
the sort of use this power of decision can be put to in 
office routines. I mentioned the examination of sales 
ledger balances; it could examine balances of rates 
and rents and send out demand notes. It could 
review stock positions and produce information for 
action. It could review and send out reminders for 
overdue hire-purchase accounts - producing letters 
of varying severity depending on the age of the debt. 

. Whatever happens, the instructions to the computer 
will need to be precise, exhaustive and unambiguous, 
and closely knitted into blocks, or units, of infor- 
mation in such a way that simple chains of instruc- 
tions will produce matter that is intelligible, both to 
the computer and the staff of the organization. Above 
all, we must not fail to exploit the computer's ability 
to modify its own instructions in the light of inter- 
mediate results obtained; to discriminate and choose 
between alternative courses of action; and, finally, to 
work at a prodigious speed. 


Speed 
This brings us to the second of the computer's 
Characteristics, its speed, which is its principal selling 
point. Whatever other misconception may be pre- 
valent, no one seems to doubt that it carries out its 
functions very rapidly. Indeed, in considering the 
relative speeds of computers, we step into an entirely 
different world. One computer may be able to cal- 
culate at the rate of 4,000 additions or subtractions 
per second, another at 5,000 per second, yet others at 
6,000 and 7,000 per second, but it is well to remember 
that the very least of these far exceeds anything we 
are capable of im . While speed itself 18 of 


considerable importance, it cannot be considered on 


.. its own and out of context of adjacent circumstances. 


In other words, the fastest calculator in the world is 
of little avail if the material is not handy for it to work 
on. One calculator may do a job in a tenth of a second 
and another may take one second to do the same job; 
but, if the material to be calculated can only be 
roduced at the rate of once a second, one calculator 
is no faster than the other. Therefore, the speeds of 
all the components of the computer must be taken 
into account and not considered individually. It is 
only the speed on which they can be programmed to 
work together that gives the true picture. Let us 
remember that ‘Speed without accuracy is no speed 
at all’. 
eeh the computer sells speed and decision. 
Everything that it does could be done by human 
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beings but very much more slowly. That it was not 
done in the past probably meant that it took much too 
long and cost far too much. 


Storage 
Yet a third characteristic is its facility for storage; I 


_ touched on this when we were considering decision; 


you will remember I mentioned the instruction store, 
generally known as the program. I also mentioned 
the storage of basic stan and reference data. 
Think for a moment of an office, in which is one or 
more desks where people work and calculate, and 
ing cabinets to which they refer 
from time to time. So far we have shown how the 
man at a desk can be replaced by a high-speed self- 
deciding computer. To complete the picture we must 
bring the filing cabinet storage under the control of 
the computer. Current trends point towards mag- 
netized films or tape connected directly to the com- 
puter; this provides an exceedingly economical form 
of storage. Here, if I may quote from our own 
experience, a 1,000 foot reel of magnetized film as 
used on the National-Elliott 405 may contain infor- 
mation equivalent to approximately 10,000 ledger 
cards contai name, address and three or four 
lines of sales ledger entry. For those conversant with 
AE techniques, this information is equiva- 
leni to over 20,000 eighty-column cards, all fully 
punched. 


AU this information is coded in form that is 
readable by the computer and it follows that it is 
only available through the computer or through a 
special reading device. One of the cardinal points in 
computer technique requires that information must 
be conducted to and from the system centre, where 
the calculations are done, with the utmost speed. It 
is this that requires basic and standing data to be for 
the most part in coded form. For those of you that 
jib at the thought, may I remind you that you have 
probably already accepted microphotography or 
punched-card files as a conventional form of infor- 
mation storage. 

I have singled out these three characteristics, that 
is, decision, speed and storage, and have dealt with 
them at some fest because I am certain it is essential 
to have them in mind in the conduct of any investi- 
gation involving computers. However, before we pass 
on to the subject of investigation, we must consider 
input and output. 


Input and Output 


Anyone acquainted with commercial computers will 
tell you that this is the fly in the ointment. The 
problems of input and output are not insuperable 
but they do present very real difficulties, mainly 
engineering ones. I would hasten to add that con- 
siderable advances have been made in overcoming 
them. The problem may be stated quite simply, it is 
a question of reconciling mechanical speeds with. 
electronic speeds which are somewhere round the 
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| speed of light; sooner or later the transition must take 
| place; the hole in the punched paper tape, or card, 
| must be converted into the electronic impulses with 
which the computer works. Conversely the electronic 
output impulse must be converted to a form that can 
bé read. At either of these stages machinery with 
moving parts must be used. À brief survey of input 
and output techniques might be useful at this point. 
First of all, input. 


aai A — 


| 
Punched paper tape 
This may be produced directly from a punch, not 
uhlike a typewriter, or as a by-product, of unit 
keyboard machines. I feel that there will still be a 
place for the written record to which local executives 
can refer without having to bother the computer — 
and remember computer time is expensive. The 
storeman may still want to know his stocks at a 
glance, although the computer may be handling 
, material control routines. The fact that in a depart- 
| mental store the computer is producing next year's 
seasonal stock orders, based on this season's sales, 
does not obviate the use of the cash register to record 
| the sale. It may still be more suitable, under certain 
| circumstances, to keep sales ledger records on account- 
ing machines, leaving the computer to handle the 
| production control side. And yet the volume of sales 
| has a very direct bearing on production, just as have 
this year's cash sales on next year’s order budgets, 
or stores movements on material control. Thus there 
“is, I am sure, still very much a place for the written 
record to answer the everyday random query. We 
should not have to bother the computer with that 
, sort of thing; how infuriating it can be is well known. 
Therefore, variable information can be selected 
. from these machines of origin by means of selective 
paper-tape punches attached to them. Three added 
advantages are that they can be sited where the 
information originates. Next, that they are physically 
independent of the computer and all the information 
can be assembled and fed into the computer without 
| delay. And, third, the information is subject to all the 
| accuracy checks common to keyboard machines. The 
| tapes thus created are fed over a light which actuates 
| a photo-electric cell which converts the holes into 
electronic impulses, within the computer. 


fi - 
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Punched card 

An established punched-card system is undoubtedly 
of use in approaching the problem of electronic data 
processing. Card readers have been devised for 
converting holes in cards into electronic impulses 
and input is reasonably fast. Verification is achieved 
in the normal punched-card manner by doing every- 
thing twice. 

; To deal with the random query it is possible that 
the mechanical sorter and tabulator may still be of 
use. Another factor is the expense of stationery. I 
think you would agree that to justity its expense the 
punched card must be sorted and tabulated a number 
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of times. If it is only used once to put information 
into the computer, it may well be considered more 
expensive than punched paper tape. This is a minor 
consideration and a small item in relation to the cost 
of the computer. 5 


Control console 


This is a switchboard connected directly to the 
computer. It is used for general control and monitor- 
ing purposes and does not comprise true input, as 
such. l z $ c Oe 

I now turn to output. This may either be ‘on-line’ 
meaning that a limited number of 'high-speed' 
printers are connected directly to the computer; -or 
‘off-line’, where some medium is produced. for 
subsequent distribution to any number of printers 
working independently. Until something of very 
much higher printing speed is produced, it is unlikely 
that we shall see much ‘on-line’ printing. On the 
other hand, in ‘off-line’ printing, media can be 
produced by the computer at fairly high speeds, 
particularly magnetic film output. This can be 
removed from the computer to feed a number of 
high-speed printers. ; 

That then is a broad summary of the input and 
output position as at present. I have every confidence 
that in the near future we shall see faster and better 
printers. 'T'o this end very considerable research work 


is in progress. 
Investigation 


Let us begin by stating quite clearly what we are 
setting out to do: We are aiming to institute a system 
of accounting that will contribute materially to the 
advancement of the business, and whose costs are 
compatible with the information produced. First of 
all we must form a team that is to carry out the 
investigation, the Americans call it a ‘steering 
committee’. On this committee I should like to see: 

(1) a member of the board; 

(2) a senior manager from each main field. By that 
I mean, production, sales and administration 
(probably the chief accountant); 

(3)one (or more) trained investigators — with 
knowledge of computer systems, or at least of 
the potential of computers. Àt the moment 
few businesses, professional accountants or 
consultants have men suitably equipped for 
this sort of work. In the main the-only people 
who can carry this out are experts in computer 
systems who are members of the marketing 
and manufacturing companies. 


That is why those interested in computers normally 
ask a number of machine companies to investigate. 
However, I have no doubt that, as the field widens, 
it will be possible to obtain competent judgement 
from independent investigators. As regards the other 
members of the committee, they should at least 
have attended the short computer appreciation 
courses that the manufacturers run. 
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. . The committee uds Mur formed, the next step 
is to get the full and whole-hearted co-operation of 
management, and remember, management exists at 
all levels. The head of the transport department is, in 
his own small way, just as much a manager as the 
tycoon with his feet under the boardroom table. So 
get all managers' co-operation; those lower down the 
tree are much more likely to be forthcoming if they 
knowthose at the top are enthusiastic about the scheme. 


My four paths for investigation may be entitled 
‘What? Why? When? and Who?', and I think they 
hold good in survey for an electronic data processing 
system. First of all, "what? This relates to the 
material produced. What information is being pro- 
duced at present, if any? This is very often the 
moment SE ‘a lot of dead wood is exposed. First 
of all, ask ement what people are doing, and 
then go and ask the people themselves; it is surprising 
how often the one bears little relation to the other. 
You may well expose paper empires where returns 
are being made by one department only to go Jus 
into the waste-paper basket of another. Finally, 
what information is to be required in future? Here 
you must bear in mind that through the computer you 
may produce very much more information than you 
have in the past, but that does not excuse you from 
establishing that the data produced is both useful 
and used. . 

The use of information is linked with the question 
"why? Here again we review past and future. Why 
has certain information been produced in the past? 
And why is certain information required in the 
future? In other words, what use is it? 

The question ‘when?’ is no less important than the 
other three and yet it is frequently overlooked. In a 
highly organized and sensitive organization, the 
question of timing of information is vital. Under the 
revised system, it is essential that management get 
information so that they can act in time. It is, for 
instance, no use the order department being told 


that minimum stock in a certain commodity was. 
reached ten days ago, when by now the bin is : 


robably empty. Don't confuse timing with speed. 
t is a question of the right information at the right 
time rather than a mad rush of 'stop press' news. 
Successful medicine consists of prophylaxis, that is, 
the prevention of anything going wrong, and early 
diagnosis if it does. The same is largely true in 
management accounting and a good reporting system 
can provide it. 

Finally, ‘who?’ ‘Who are doing the jobs at present?’ 
‘Who is producing information (if any)?’ ‘And for 
whom?’ It is vital to sort out the characters in the 
piece and you may be sure you will come across some 
unproductive villains. Having established the existing 
situation, you then go on to ascertain, who under 
the new system will require information, and finally, 
if you were reorganizing human agencies, you would 
ask yourself who was going to produce the revised 
information? - though, in this case, we hope to 
produce it from the computer. 
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I fear that with this “What? Why? When? and Who?’ 
system, I may have made investigation sound very 
easy. Nothing could be further from the facts; 
believe me, it is very difficult. But this is as much as 
I can devote to it in a paper of this scope. The 
essence is to get every: job down to its simplest terms 
and see if the computer will do it. However, I would ` 
emphasize that the principles are good and, if they 
are applied with sound common sense and good 
judgement, a better system will emerge. 


Integration 

Integration consists of linking the system into a 
cohesive whole, and here it may be necessary to 
reorientate our ideas about accounting. In the past 
we have been apt to consider reorganization on a 
piecemeal basis. How is the payroll to be improved? | 
How is tbe sales ledger to be streamlined? How are | 
the manufacturing stocks to be reorganized? Each 
unit was taken on its own merits with no particular 
attention being paid to adjacent factors. Automation 
requires us to view the business as an integrated 
whole and not as individual activities that have been 
divided according to the most economic use of 
human skills and machine suitability. To appreciate | 
the scope of integration, let us examine the docu- ` 
mentation and departments which are involved, when 

one item is sold. ! 

(1) a dispatch note for the packing department; 

(2) the invoicing department must prepare and | 
price the customer's invoice; un 

(3) the accounts department must enter the sales ` 
ledger account for the customer; ` | 

(4) the payroll may be affected by any agent’s 
commission; 

(5) individual customer records for agents; 

(6) sales or advertising departments are interested 
in general sales statistics; 

(7) the stock record for the individual line is 
affected, and this takes us into production 
control, i 

All this, and possibly more, springs from one 

simple sale. Every event must be reviewed to see 
what else it affects and in this way an interlacing 
network is built up. Integration does call for very 
much freer intercourse between departments, and 
should even entail the breaking down of barriers 
between them. Don’t forget that the ultimate aim is 
the economical production of information for 
management and in the process it is a complete 
electronic office that must be created. Much of the 
information that is at present in different rooms and 
different filing cabinets will now be brought together 
under the control of a master system. Under this 
system inter-departmental exchanges of information 
can be very much more rapid and effortless than ever 


they were by conventional machine or manual 
methods. 
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| Staff 


One of the biggest factors that the investigating 
committee must consider is staff. In electronic data 
processing, the functions of clerical staff as we know 
it will be confined almost entirely to the supervision 
of the input of information and the clearing of infor- 
mation from the computer. I have no hesitation in 
Saying that the electronic computer can effect a 
very considerable reduction in staff, but it remains to 


be seen whether it will be allowed to do so. There ` 


are social implications far beyond my terms of 
reference, but certain types of staff are reasonably 
easy to reduce. First there are aged staff nearing 
retirement, and then there is the shifting population 
of young female workers. Both these labour forces 
can be reduced by non-replacement, but sooner or 
later another Rv is is going to manifest itself out- 
side the office gates. 

| Bear in mind that the number of concerns big 
enough to think about full-scale electronic data 
processing at the moment is not large, so, to that 
extent there is unlikely to be a nation-wide unemploy- 
ment problem. ‘There may be local problems though; 
imoreover there is no doubt that simpler and cheaper 
electronic devices will soon be available. 

| Of greater interest are the personalities that are 
going to develop with the computer. Of these the 
key figure will be the supervisor. Our experience is 
showing that a mathematical genius is not necessarily 


the man to program a computer. Once the mathe- : 


„matical coding is mastered, and that is not terribly 
difficult, it is largely a question of a good logical mind 
and applied common sense. The supervisor should 
'have these qualifications: 


| (1) he must be a good programmer; 


' (2) he must have a good knowledge of commerc 


| generally and the business in particular; 

(3) he should be conversant with accounting and, 
particularly, with management accounting 
techniques. 

I may be asking rather a lot, but I have not the 
| least doubt that a man with such qualifications is 
: worth a very great deal. He forms the necessary link 
‘between the world of electronics and the world of 
' hard practical commerce. A man who is an ace 
' programmer, and that only, will never really under- 
: stand the other side of the picture, and vice versa. 
"The man who can really make his computer talk 

and who can go to management and lay facts before 

| them — particularly facts that had not necessarily 
' been asked for but which should be brought to 
' notice — that is the man who should really run a 
|, computer. 

Under him he may have a team of junior pro- 
| grammers, a resident engineer, and others. He may 
be chief accountant but I think it likely that there 
' would be yet another man responsible for legal 
: accounts, tax matters, cash control and the functions 


! of housekeeper and steward that I enumerated earlier: 


THE 
ACCOUNTANT 


Whatever 
` computer's 
` understand the system fully from the outset. 


529 


on. Ín other words, we have got to knit two account- 
ing systems into one cohesive integrated whole, the 
one legal and statutory and the other for internal 
management purposes. . 

The auditors — internal and external — must not be 
forgotten in the preparation of the system. It is 
important for the statutory auditor to be consulted 
and he should make his requirements known at an 
early stage — that is, if not at the investigation stage, 
certainly at the programming stage. The auditor must 
ensure, amongst other things, that the affairs of the 
business are honestly and legally conducted and his 
task will be impossible if he approaches the com- 
puter qua machina and attempts to audit it as such. 


It is the scope and operation of the system that he 


must watch and to do this he will make certain tests. 
E he must not interfere with the 
ow of work, that is why he must 


| Cost 


There remains the establishment of cost, because 
obviously this factor influences the- value of the 
system. The ascertainment of existing costs — that is 
the cost of the accounts and administrative depart- 
ments ~is usually fairly easy. The records and 
results are there and it is a question of unearthing 
hard fact and known quantities. It may be laborious 
but it is not impossible. 'To establish the value of the 
future system is very much more difficult, though 
possibly easier with a computer of known cost, whose 
annual depreciation and running cost are known, than 
with a large and shifting staff annually expecting more 
salary. In either event it is not easy and the steering 
committee will have to look far afield and take much 
into consideration in assessing the’ value of the 
system they are planning. How, for instance, is the 
additional information going to assist their future 
markets and overcome competition? This is the sort 
of intangible that has to be brought into consideration 
— by no means easy, and yet it cannot be ignored. 


Nevertheless, sooner or later the job is done and 
the steering committee is ready together with facts, 
figures and flow charts to present its scheme to the 
board. This is often called the ‘feasibility report’. 


Feasibility Report 


The board of directors must decide whether or not 
to invest in a computer, The feasibility report will 
show them what they will get out of it and what it 
will cost to install, giving details of all the necessary 
equipment. The board must then decide whether, 
taking all factors into consideration, it will sanction 
the necessary capital expenditure or rental. If the 
feasibility report submitted by the steering committee 
recommends a computer, it is unlikely that the board 
will reject it as unsuitable. It is for the directors to 
decide whether or not they can afford it and whether 
or not it is worth the expense. 
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Programming 


Once it is decided to go ahead and buy an electronic 
data processing system, the real work begins. As 
things stand at present, about twelve to eighteen 
months intervene between placing the order and 
installation. This may seem a longish time but there 
is so much to be done, quite apart from the building 


of the computer, that it is doubtful if a very much. 


shorter period is practicable. 

Users of computers wil have their own pro- 
grammers and these men must be picked and sent on 
training courses to the company that is supplying the 
computer. Future programmers attending such 
courses learn the theory of programming, write 
programs which they can try out on one of our 
own computers ‘and receive considerable private 
tuition. Once the course is over they sit down to 
write programs to cover their future applications, 
To help them, the manufacturer details one of its own 
experts to advise them. The expert is not permanently 
beside the new programmer telling him every step, 
but he does study the results, improving and correct- 
ing them as necessary. 

Another vital matter is the formation of an 
organization and methods group working on inte- 
gration in conjunction with the programmers. The 
aim is that, when the computer has undergone 
commissioning, testing and handing-over trials, the 
first applications will be already programmed. 

It is interesting to note that firms who are buying 
computers are not in the main attempting to put 
more than one application to work in the first instance, 
even though they may envisage ultimately a fully 
integrated system. This is undoubtedly wise, for the 
computer will assume its duties gradually. 

eanwhile there is considerable work to be done 
before the computer arrives. Staff should be told 
exactly how they are going to fit into the new system; 
and, if they are not, they should be told approxi- 
mately when they are going to be laid off. The fact 
that the computer will assume its duties gradually, 
probably obviates a mass exodus of office staff that 
its arrival might otherwise create. During the 
transition period, considerable modifications of office 
routines and documentation may be necessary to 
dovetail in with the computer. And last, but not least, 
suitable premises may have to be prepared, or even 


built, to house the computer. Some computers require 


air-conditioning and special air temperature control. 

Final comes the great day when the computer 
arrives and starts work on its first applications. Well, 
that is almost the end of our journey in this survey 
for computers and I have tried to show you some of 
the considerations that arise in investigating the 
case for the computer. 


The Next Five Years 


In conclusion, I want to touch on this very important 
subject. What does the future hold and what should 
be the intermediate course for a firm who is con- 
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sidering the possibility of a computer in, say, five 


` years’ time? I would be the first to admit that, on my 


part, this is largely crystal-gazing but we must try to 
ook ahead. First of all there is not the least shadow 
of doubt that electronic equipment will become less 
expensive, less wrapped in obscurity and more 
down-to-earth as the years go by. We are at the 
moment very much at the pioneering stage; electronic 
data processing techniques are a tried, tested, 
accepted and rejected all the time. Indeed, it is 4 
measure of the public responsibility shown by the 
industrial giants that they are prepared to invest 
considerable sums of money in techniques that must 
to some extent be experimental. Equipment is being 
revised and improved constantly, and a library of 
tried and tested programs is being built up. This is 
very important because it means a repertoire of set 
routines can be built up to meet given circumstances. 
The fact that this is happening in the field means that 
very considerable practical advances are being made. 
If the computer never left the laboratory, no advance- 
ment would be made in this science of integrated 
processing of commercial data. Therefore, let us pay 
respect to the pioneers. 

In particular, I think the next few years will 
produce a host of electronic aids in the office, not 
full-scale computer systems necessarily; I refer to 
scanning, sorting and calculating devices. Some of 
you may have heard of the National ‘Post-tronic’ 
machine at present being installed in American banks. 
It is capable of reading the balance on a ledger 
card and automatically spacing up to receive the 
posting. Doubtless we wil see much of this sort of 


As regards the computer itself, I cannot see any 
radical change in the next few years, though its 
components, and, particularly, its input and output 
devices will be improved. For those who choose to 
sit on the fence, in the meanwhile, there is quite a 
lot that can be done. The first step is to give very 
serious thought to these matters of management 
accounting and integration. Form an O. & M. group 
and try to knit the machine systems a little closer 
together (I assume that only firms already mechanized 
are likely to consider computers — our manual friends 
are aulikely to be interested yet awhile). Now is the 
time to re-investigate the existing systems and, so 
far as it is compatible with cost, extract from them 
something of that which you hope to get from a 
computer, 

Existing keyboard machines or punched-card 
installations, as we saw, can both provide input 
media for computers, so, to that extent, elaborate 
re-equipment may not be necessary. In cases where 
keyboard machines are in use it is merely a question 
of slight modification to adapt them to the tape- 
punching equipment. This is of special importance’ 
where media is originating from accounting machines 
or cash registers at outlying branches. 

If you do not feel that you are in a position to 
invest in a computer immediately, this is no time for 


complacency or prevarication. Rather, it is the time 
to take stock, survey developments and prepare for 
entry into the electronic sphere, for sooner or later 
no substantial business will be able to avoid being 
affected by it in one way or another. Without rushing 
headlong, men of commerce must go forward to take 
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the instruments that the scientists are providing for 


. them. The potential that is offered is tremendous, 


and it must not be abused. Installed and used with 
thought and care the electronic digital computer can 
be of inestimable benefit to the well-being of com- 
merce and to all those connected with it. 


DISCUSSION 


Speed of Programming 


QuzsTION: You tell us a good deal about the input 
and output of the machine, but not about the speed of 


programming. I wonder if you would say something 
about that and its effect on the question of feasibility? 


ANSWER: lf you mean the speed at which the pro- 
gram is written, the time taken is considerable. In 
fact, the preparation of. a program can take an 
enormous amount of time. 'T'he work spent on the first 
payrolls, for instance, was in the order of one man year. 
The programmer seldom gets it right first go- it 
would be rare if he did — and it is a question of trying 
and testing. Í tried to make this point ~ it is unbeliev- 
able what you have got to think of in programming. 
'You have got to treat the computer as the most 

unbelievably stupid individual you have ever met. 
You have got to tell it to do every single thing, and the 
difficulty is remembering even the simplest things to 
tell it. It is the simple things that often elude the pro- 
igrammers — and where their programs usually go 
wrong. It takes an awfully long time to write a pro- 
gram. No programming is done at the feasibility 
stage. It is not worth while because of the programmers’ 
itime involved, and the company, anyway, will not take 
Do programmers until they have accepted the feasibility 
‘report and have decided to buy a computer. It is 
afterwards that the programming happens; it happens 
in the eighteen months or so between the placing of 
the order and the installation. 


| When Should Specific Machines be 
| Considered? 


| QUESTION: At what stage in the preparation of the 
|feasibility report would you recommend the con- 
sideration of specific machines rather than the con- 
sideration of electronic computers generally? 


Answer: This is a difficult question. I am not sure 
| you can make a hard and fast rule except for the fact 
! that at the moment there are one or two computers 
. with a scientific bias that you must rule out. Another 
. point is that the magnitude of storage and the size of 
| the problem may dictate at a fairly early stage whether 
| it is a question of magnetized film or tape rather than 
; punched card, and also the degree of fast access store 
pow is required; this usually brings it down to quite a 
: amall number of computer manufacturers. From there 
on it is a question of price and the desirability of out- 
right purchase against rental. 
| What people are doing at the moment is that they 
; are getting feasibility reports based on a number of 
, computers. I don't think they really make their decision 
| until that is done. 








| 
| Duplication of Records? 


QuzsrION: You mentioned conventional accounting 
' machines producing punched paper tape for input into 
| the computer. Is there any particular advantage in this; 


* 


surely it must lead to some duplication of records? 


ANSWER: The advantage of using conventional 
accounting machines to put information in is that there 
is certain recording which has got to be done; I 
mentioned stores recording — in that case you should 
not have to go to the computer to find out what you 
have got in the bin. Thus you have basic information. 
being recorded on your machine. 

In a department store you might have a cash register 
coupled with a tag reader. The tag is a very small 
punched card that is attached to the garment, and 
which can be slipped into a tag reader to give details 
of its size, colour, style, and other information. You 
would use the cash register in conjunction with that — 
so there you have a machine for prime entry. 

Remember that quite apart from the computer you 
have still got to account for your cash. It is no use 
having a computer if all your cash is going out of the 
shop door. You have still got to have all the house- 
keeper functions which you had before. Although these 
functions cannot be put on a computer, the fact 
remains that they have to be recorded and the infor- 
mation recorded on them can be used, together, per- 
haps, with other information, recorded at the same 
time, to provide material on which the electronic data 
processing can be carried out. 


Sales Ledger Treatment 


QUESTION: I feel those are rather particular applica- 
tions and not general. Would you say the same is true 
of the sales ledger? 


«ANSWER: It may, under certain circumstances, be 
more convenient to handle your sales ledger on a unit 
machine than to try to keep all the accounts in the 
computer. Particularly if it is the sort of sales ledger 
where you have a tremendous number of queries. You 
must decide when you are examining your sales ledger 
whether it is the sort of sales ledger that runs itself 
fairly quietly and you have only a limited number of 
queries: where it is that sort of business you can 
probably put it on to the computer. 

I would like to try to make this point- that a 
computer is not a sort of panacea for all ills, and we 
must not, whatever we do, get the idea that every 
single application under every set of circumstances 
can be put into a computer —it cannot be done. At 
least not yet! It is certainly not the case that we can 
take any application in any business and put it on to a 
computer. It has first to be established whether or not 
the routine wil run sufficiently well inside the 
computer. 

The ultimate goal of fully integrated electronic data 
processing is infinitely worth while, and we must not 
be timid or hesitant in attempting every reasonable 
means of attaining it. Possibly many of those com- 
mercial problems which at present seem insoluble by 
electronics may well settle down into healthy computer 
applications. 
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| Weekly Notes 


New President of the Association 


T the annual meeting of The Association of 

Certified and Corporate Accountants held last 
Tuesday and reported elsewhere in this issue, 
— — Mr William Jackson, 
" F.A.C.C.A., of Glasgow, 
was elected President of 
the Association for the 
year 1958-59. 

Mr Jackson, who was 
born at Chryston, Lan- 
arkshire, received his 
early training with a 
firm of chartered ac- 
countants in Glasgow 
and served in the Gor- 
don Highlanders in the 
First World War from 
1915 to 1919. 

` He qualified as a 
member of the Corporation of Accountants in 1923 
and shortly afterwards went into practice in Glasgow. 
He is now senior partner in the firm of William 
Jackson & Co. 

' He was elected to the Council of the Corporation 
of Accountants in 1926, serving as President from 
1936-1939, and was in office at the time of the 
amalgamation between the Corporation and the 
London Association of Accountants. He played a 
prominent part in the negotiations leading up to the 
merger, 

Since 1939, Mr Jackson has been one of the 
Scottish members of the Council of the Association. 
He has served as a member of the Applications, 
Disciplinary, District Societies, Examinations and 
Investigations Committees, and from 1954 to 1956 
was chairman of the Applications Committee. 

' He is a director of a well-known firm of marine 
insulators on the Clyde and of a number of other 
engineering companies. He is also a member of the 
Projects Committee of the Highland Fund and a 
member of the 'Trades House of Glasgow, being a 
craftsman in the Incorporations of Barbers, Bonnet 
Makers, Gardeners, and Hammermen. 


NEW VICE-PRESIDENT 
Mr J. E. Harris, B.COM., F.A.C.C.A., is the new Vice- 
President. He was admitted to membership of the 
Association in 1944 and was elected to the Council in 
1953. A partner since 1946 in the firm of R. P. Opass, 
Billi & Harris, of London and Belvedere, Kent, 
Mr Harris is also managing director of a large inter- 
national machine tool group and an examiner and 
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occasional lecturer in accounting at the London 
School of Economics. At the Seventh International 
Congress of Accountants held in Amsterdam last 
September, he presented a paper on 'Business organ- 
ization and the public accountant’ (reproduced in 
The Accountant of September 28th). 


A Chronicle of Kindness 


INCE it was formed in 1886, The Chartered 

Accountants’ Benevolent Association has expended 
more than £250,000 in relief. 'This is but one of the 
many impressive facts contained in the report of the 
Board of Governors for the year ended February 28th, 
1958 (reproduced elsewhere in this issue), to be pre- 
sented to the seventy-second annual general meeting 
of the Association on Wednesday of next week. 

The total income of the Association for its last 
financial year was £14,551, rather more than half 
being derived from investment income and the 
remainder from subscriptions. Current expenses 
amounted to only £3:0-— the Institute making no 
charge for the secretarial services its staff rendered — 
and of the available balance of £14,241, £13,069 
was distributed in grants and gifts and {£1,172 was 
added to the capital account which now stands at the 
substantial sum of £131,219. If the investments had 
been included in the balance sheet at their market 
value instead of at cost, the balance on capital 
account would have been about £32,500 greater. 

The report states that the constitution of the 
benevolent fund of The Society of Incorporated 
Accountants is such that it has not yet been practic- 
able to merge the two funds. Each, therefore, con- 
tinues to act as a separate entity while the position is 
being further examined. In the meantime, former 
members of the Society who subscribe under deed of 
covenant to the Incorporated Accountants’ Benevo- 
lent Fund are asked to continue to do so as before. 
New and other subscribers are requested to pay their 
contributions to The Chartered Accountants’ Ben- 
evolent Association. | 

Appended to the report are brief particulars of the 
IIO deserving cases where assistance was given last 
year. The sums allocated were no doubt spread as 
far and as fairly as possible, but in many instances 
they were clearly barely adequate. The Association 
is supported by some 3,300 members of the Institute — 
on the December 31st, 1957, figures just over 16 per 
cent of the total strength of the establishment. The 
cause for which the Governors, the Institute secre- 
tariat and district society officials labour is so worthy 
that it assuredly deserves a much more representative 


backing. 


Overseas Trade Corporations 
HE Board of Inland Revenue have issued a most 
useful pamphlet of explanatory notes on overseas 
trade corporations. This is quite the most ambitious 
set of notes yet issued by the department. It runs to 
thirty-six pages and is made up of 125 numbered 
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paragraphs. Even so, it is only damed for the notes 
that they explain the ‘main-features’ of the law and 
practice relating to overseas trade corporations, This 
they most certainly do, not only by clear exposition, 
nided by tabulation, but also by concrete examples. 
No tax practitioner should be without these notes, 
particularly as they are obtainable gratis at his local 
tax office. 


i 


| Accountant Acquitted 


T Monmouthshire Quarter Sessions on geet: 
ryth, 1958, Mr Lloyd Harris, 63, an accountant 
pera of Chepstow Road, Newport, and now of 
Yatton, Somerset, was acquitted of cbarges of 
fraudulent conversion in respect of the proceeds of a 
cheque entrusted to him by Mr William Cloake for 
payment of accounts. Harris denied fraud and said he 
had openly and honestly retained the money because 
Cloake was in debt to him (South Wales Echo, April 
gth and 11th issues). 

It was alleged on behalf of the prosecution that in 

1953 Cloake made an arrangement with Harris’s 
assistant, a Mr Joseph Walker, that accountancy and 
‘book-keeping work should be done for Cloake for Ze 
a month, but apart from odd occasions this arrange- 
iment had not been carried out. In 1956 Cloake asked 
‘Walker to carry out some income tax work and 
agreed to pay £12, handing over £5 as part payment. 
| Later, when he received an income tax demand for 
£38 8s od he paid a cheque to Lloyd Harris & Co for 
£45 8s od, being the tax plus the {7 balance of the 
agreed £12. When Cloake received a second demand 
for the tax Harris was told, and three days later he 
sent a bill to Cloake for £5 a month since 1953, 
‘deducting the £45 8s od from the bill. 

The hearing before the Newport magistrates on 
March 18th was mentioned under ‘Weekly Notes’ in 
our issue of March 29th last. 

! Solicitors’ Clients’ Money 

Placed on Deposit 
j A published i in the April issue of 
the Law Society's Gazette clarifies a point of 
professional practice with regard to clients’ money 

‘held or received by a solicitor and placed by him on 

| deposit in a deposit account with a bank. The state- 
| ment is as follows: 

‘In the opinion of the Council, a solicitor may 

properly place clients’ money on deposit with a 


| bank. This is clearly provided for by the Solicitors’ 


Accounts Rules, 1945. It is permissible as a matter 
of professional practice for the solicitor to retain for 
his own benefit the interest accruing from such 
deposit, provided always that, where a solicitor 
places on deposit a specific sum for a named client 
or clients, the interest arising therefrom must be 
credited to the client or clients and not to the 
solicitor. 

‘Where the solicitor is entitled to retain the interest 
for his own benefit he should, where possible, 
arrange with his:bank that the interest be credited 
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direct to his office account and not to his client 
account, If the interest is credited to the client 
account, it can only be transferred to office account 
with the prior approval of the Council, under Rule 8 
of the Solicitors’ Accounts Rules, 1945. While the 
Council are always willing to consider such applica- 
tions, work can be avoided if interest is credited to 
office account.’ 


Apart from the definition in Rule 2 (1) of the 
Solicitors’ Accounts Rules, 1945-56, of a client 
account as a current or deposit account at a bank in 
the name of the solicitor, in the title of which the 
word ‘client’ appears (which is referred to in the 
above statement), the rules do not deal specifically 
with the matter. It would appear that the matter 
concerns accountants examining solicitors’ accounts 
in the manner and for the purpose prescribed by 
Rule 4 of the Accountant’s Certificate Rules, 1946- 
1956, only to the extent to which interest arising from 
a deposit account becomes a liability of the solicitor 
to a client or part of a balance standing to the credit 
of a client account. Accountants may obtain some 
guidance on these questions from the statement. A 
client can presumably be ‘named’ either in the 
solicitor’s books or in the title of a special bank 
account. 


Irish Budget 


HEN Dr Ryan, the Minister for Finance in the 
Republic of Ireland, introduced his Budget, 
he announced no spectacular changes in taxation, 
indeed, hardly any changes at all, but he indicated 
some significant moves to bring the income tax 
system up to date. The Finance Bill will contain a 
series of clauses dealing with the treatment for tax 
purposes of husband and wife. Provision will be 
included also to enable a self-employed person or 
non-pensionable employee to obtain relict for pay- 
ments made to secure a life annuity for himself in old 
age, and an adjustment of the law as to the assessment 
of life assurance companies will be involved. 
Anti-avoidance provisions will be introduced in 
order to tax directors and employees on excessive 
provision made for them under superannuation 
schemes. There will also be a similar attack on 
expenses payments and benefits in kind. On the 
other hand, the 100 per cent exemption from tax 
granted for five years for new or increased exports 
will be extended for a further five years. However, 
this relief will not in any case be extended beyond 
1969-70. It is hoped to encourage home and foreign 
industrialists to build, extend and equip factories in 
the next few years for manufacture for export. As to 
the introduction of P.A.Y.E., Dr Ryan said he would 
await the advice of the Income Tax Commission 
before reaching a decision. In the estate duty field, 
the law will be changed to secure that foreign duty 
payable on property situate outside the Republic 
shall not be deducted from the value of the property 
if the foreign duty is subject to a double tax agree- 
ment with the Republic. 
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Finance and Commerce 


Vauxhall Motors 


F the accounts of the Ford Motor Co which we 
reprinted in our last issue showed how millions 
can be made in the motor industry, the figures for 
Vauxhall Motors Ltd, given this week, show how 
they can be lost. 
ith the Suez crisis and petrol rationing, 1957 
was a difficult year for the motor industry. By Febru- 
ary, output rate was 4o per cent below February 
1956, but in the second half of the year there was a 
most remarkable recovery and the vehicle output 
for the year was the second highest. Vauxhall pro- 
duction and sales were in fact a record for the 
company, with exports one-third up on 1956. e 
. Whére things began to go wrong for the company 
was in the speed of its £36 million expansion pro- 
gramme which, started in 1954 as a five-year plan, 
was virtually completed during 1957. Whether it was 
that the Vauxhall pace proved too fast for others 
concerned in the development is not clear, but the fact 
is recorded that there were serious delays in delivery 
of many of the new installations and items of equip- 
ment on which the completion of the expansion 
programme depended. The result was that for a 
time the company had to adopt uneconomic produc- 
tion methods and it was not until towards the end 
of the. year that the benefit of the heavy capital 
expenditure was obtained. 

Starting up a new plant ao far ahead of its com- 
pletion date brought its own teething troubles. 
Production, of course, in spite of everything, had to 
be maintained but with new and complex machinery 
and equipment to be proved and run-in, new labour 
trained, lack of familiarity with new products, and 
so on, higher expenses were inevitable. 

. Nevertheless, the Vauxhall company (controlled 
by the General Motors Corporation of America) now 
feels that it is well set to face the future. 


Anticipatory Accounts 


A the year's events covered by Mr W. E. 
Ogden, F.c.A., in his statement as chairman of 
The Delta Metal Co Ltd, is the acquisition of 
Sanbra Ltd -~a group of brass-founders specializing 
in the manufacture of water, gas and sanitary fittings 
-with whom the company has had close business 
relations for many years. 

The acquisition of all the Sanbra Ordinary shares 
represented net assets of approximately {1,150,000 
and was satisfied by a consideration of 660,000 5; 
Delta shares and some £400,000 in cash. Delta, for 
1957, has paid a 10 per cent interim dividend and 
recommends a final of 15 per cent plus a bonus of 


5 per cent. The new Delta shares do not rank for the 
final dividend and bonus. S 

By the accounting date, December 31st, 1957, the 
majority of the shares had been physically acquired 
and the transfer of the remainder was merely a legal 
formality. The transaction has therefore been treated 
in the Delta balance sheet as having been completed 
on that date, any profits earned prior to the end of the 
year being ignored so far as the Group profit and loss 
account 1s concerned. 

The day is past when accountants split hairs on 
anticipatory accounting. They now take a far more 
practical view on matters of this sort, 


‘Know-how’ 


NOTE to the balance sheet of Bakelite Ltd, 

reveals that an increase of £61,071 in the surplus 
on disposal of fixed and intangible assets (under 
"Capital reserves’) is in respect of the sale of 'know- 
how’. In these modern scientific days, ‘know-how’ 
has become a very valuable intangible asset. To 
obtain it, vast sums are spent on laboratories etc., and 
the knowledge accumulated is obviously a saleable 
asset if a buyer exists at the right price and a seller is 
willing. There is the story of the plumber who, 
asked to itemize what appeared to be an exorbitant 
£5 5s bill for a simple job, wrote: ‘Washer and 
fitting, 5s; knowing how, Ze, 

Some idea of the extent of the ‘know-how’ that 
lies within Bakelite can be seen in Plastics Review 
issued by the company and inserted in the annual 
report. Its first page pays tribute to its Honorary 
President, Sir James Swinburne, who reached his 
rooth birthday in February. His original work on 
phenolic resins made a fundamental contribution to 
the development of the modern plastics industry 
of which, in this country, he is regarded as the 
founder. 

The tax aspect of money received for the sale of 
‘know-how’ is, of course, in the Evans Medical Sup- 
plies case (36 ATC 277; The Accountant, December 
I4th, 1957, and January 25th, 1958) in which the 
House of Lords ruled by a majority decision last 
December against the Crown, including costs. The 
Crown’s case was that {100,000 received by Evans 
Medical from the Government of Burma for the pro- 
vision of technical information was in effect for the 
provision of services in the course of the company’s 
trade. i 


Next Week’s Reprint 


The accounts of Parkinson & Cowan Ltd will provide 
the reprint in next week's issue. 


1 
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| VAUXHALL MOTORS LIMITED 
BALANCE SHEET AT 3ist DECEMBER, 1957 





i 
CAPITAL, RESERVES AND LIABILITIES ASSETS 
| 1957 1956 1957 1956 
Capital—Authorleed and issued: £ É Fixed Assats: £ £ 
£1 6,000,000 Ordinary Stock 16,000,000 16,000,000 — Land and Buildings: 
£300,000 6 per cent. Cumulative First Valuation at July, 1932, plus additions 
Preference Stock i 300,000 300,000 at cost ' 20,828,620 17,447,886 
£6,000,000 6 per cent. Cumulative Redeem- Less; Depraclation 2,414,260 1,833,152 


eble Second Preference Stock (see Note I} 6,000,000 — 


i 22,300,000 16,300,000 


i 
Revenue Reserves: 


18,414,360 15,614,734 


Plant, Machinery and Equipment: 
At Cost 34,084,359 26,072,098 


Deferred Taxes on Initial Allowances 795,373 985,022 Less: Depreciation 14,336,195 11,734,369 
Accumulated Profit retained in the Business 9,482,237 10,664,572 t ————— 
: ——— rcen ————— 21,748,164 14,337,729 
10,277,610 11,649 594 MÀ — ————— 
| t ———————— . Special Tools, Jigs and Dies at cost, less 
Total Capital and Reserves 32,577,610 27,949,594 amounts written off e 8,994,643 4,970,402 
Future Taxation . — 2,411,091 Net Total Fixed Assets 49,157,167 34,922,865 
| D NIIT nr PHI AH SS Me HII s HEAR drin —P án 
Unsecured Loans: 

per cent. Loan Stock 1962-69) 7,500,000 7,500,000 
54 per cent. Loan Stock (1962-69 7,500,000 7,500,000 
5 per cent, Loan Stock (1967-77) (see Current Assets: 
Note 2) 5,000,000 — Stock and work in process (at lower of 
4I per cent. Loan from General Motors cost or market value} 18,717,991 14,287,891 
Corporation 1,432,889? 1,432,889 Debtors (sae Note 4 i, 9,554,608 
5E per cent. Loan from General Motors Prepaid Expenses and Deferred Charges 173,615 44,279 
Corporation 1,247,911 1,247,911 Tax Reserve Certificates 314,000 5,038,800 
| t P —— Cash 348,705 5,470,553 
Total Unsecured Loans 22,680,800 17,680,800 t ————— 
a ———— Total Current Assets 30,617,159 34,396,131 
Current Liabilities: : 
Sundry Provisions 129,981 114,574 
Creditors and Accrued Charges (see Note 3) 14,858,491 14,192,573 
Bank Overdraft 4,063,469 — 
Acceptance Credits 3,500,000 2,100,000 G. N. VANSITTART Direct 
(eee 1,963,975 4,870,364 — PHILIP W. COPELIN 

Total Current Liabilities 24,515,916 21,277,511 

TOTAL CAPITAL, RESERVES AND 
LIABILITIES £79,774,325 £69,318,996 TOTAL ASSETS £79 774,326 £69,318,996 


See accompanying Notes to the Accounts See accompanying Notes to the Accounts 
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PROFIT AND LOSS ACCOUNT Notes to the Accounts 
t 
torthe ysar ended S Ie DECEMIBEIS 1257 I. The 6 per cent. Cumulative Second Preference Stock is redeemable at 
CEN Id C Cx CC EE DEEN par ac the Company's option at any time on three months’ notice being 
i b glven to the holders. 

2, On the issue of £5,000,000 6 per cent, Unsecured Loan Stock (1967-77), 
| Net Sales 76,000,353 71,292,682 a discount of [ per cent. 0,000—was allowed, and a commission of 
lIncome from Investments and Other ` £31250 pald 
Miscellaneous Income 84,958 584,492 | ` PASM paupe f 

: M ————— 3, Creditors and Accrued Charges Include £265,352 (£344,491) owing to 
| Total .. 76,085,311 71,877,174 fellow subsidiary companies and General Motors Corporation, and 
i Less pot ad ogy P EN —— —————— £2,173,017 (£1,691,841) for Purchase Tax collections. 
LA eue ed eai eg 9 (£5,140,212) due from fellow subsidia 
penses, exclusive of items listed below 67,750,914 58,757,295 4. Debtors Includes £8,151,049 (£6,140, ry 
Felling. General and Administration Ex- E E companies and General Motors Corporation. 
pne 2,919,749 2,471,847 5. At 3ist December 1957, there were pun E contracts for Capital 
.Depreciation on Bulldings, Plant and 35€) ase Ree Expenditure amounting to £3,364,111 (£15,394,493). 
Equipment ,O03, : 
Sech al Tools, Jigs and Dies written off 2.208,07 4 557.078 6. SEIN Liabilities not recorded in the accounts amount to £759,742 
| Employees’ Pension Fund 964,007 769,419 £305,679). : 
| Employees’ Profit Sharing Fund — 366,002 7. Foreign Currency Assets and Liabilities are included in the balance sheet 
Interest and charges on Loans and Over- at conversion rates which closely approximate the market rates at 
drati MEE Note n oer xad jii 983,836 December 3ist, [957. 

AMD EUT dU eher a Ee Ke h T B. Interest and c es on loans and overdraft include £3I (Nil) for 
| Taxation (see Note [0) (1,232,087) 2,451,771 commission, Eao (£35,312) for discount and £995,019 (£787 273) for 
| Toul .. 77,220,055 67,942,731 interest on fixed loans. 

aaa ————— 9. Directors’ emoluments for the year amounted to £103,784 (£150,688). 

Fees—nil. 
| Bet ona rere ioe bie year (1,134,744) SE 10. Details of taxation are as follows—the brackets denote red figures: 
: Accumulated Profit ac beginning of year 10,664,572 6,040,479 |: Based on results for the year SEH I SCT 
i Ayecimebneniet Dein diritto il. CRECEN EE MES 
| Total Accumulated Profit 9,529,028 10,674,922 Income Tax (368,284) 2,455,679 
i DEE —————— Profits Tax 1,400 185,696 
, Dividends: (less Tax) — `, Provision for Deferred Taxes on initial 
; On First Preference Stock 10,350 10,350 - Allowances — 306,647 
| On Second Preference Stock 37,241 — —— —————— 

On Ordinary Stock — — "Re Total (366,884) 2,648,022 
| Total .. 47,591 10,350 Amortization of Deferred Taxes on 
| t — | "* Initial Allowances . 189,649 162,335 
' Accumulated Profit retained In the ~ Prior Year Adjustments 675,554 33,916 
! Business at end of year £9,402,237 £10,664,572 m EDITUS 

(£1,232,087) £2,451,771 - 








( ) Denote red figures ` 
' See accompanying Notes to the Accounts 
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CITY NOTES 


HE stock-markets are clearly waiting for a fresh 

lead. Having enjoyed an advance on a broad front 
both before and immediately after the Budget, the 
market is now finding it difficult to justify any further 
advance. 

Russia's unhelpful attitude towards summit talks 
preliminaries, Britain's problems in the Aden area, 
in Cyprus and in Malta, the London bus talks dead- 
lock, Wall Street's continued uneasiness at the 
absence of any definite sign of improvement in 
American business conditions, reports of a lower 
volume of industrial 'orders here and of heavier 
‘pockets’ of unemployment, provide a rather formid- 
able list of adverse factors. 

The Treasury has now launched its two-pronged 
funding of the maturing Converaion 4 per cent stock, 
holders being offered a choice of a 42 per cent 1963 
Conversion stock or a 54 per cent 1974 issue. There 
is £676 million of the maturing stock in issue, of 
which about half is estimated to be held by Govern- 
ment departments. 

The gilt-edged market will be dominated by this 
operation. Hopes of an eventual Bank rate reduction 
are still keen, but it is recognized that the 'authori- 
ties’ are still waiting on economic events to show 
that credit easement can be introduced without 
the danger of yielding hard-won economic ground. 

Under such conditions the markets may well 
find further progress difficult. Some decline from 
present levels would appear probable. 
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RATES AND PRICES 
Closing prices, Wednesday, April 30th, 1958 


Bank Rate 
Sept. 17, 1953 34% Feb. 16, 1956 54% 
May 13, 1954 12 Feb. 7, 1957 5% 
Jan. 27, 1955 347% Sept. 19, 195 7% 
Feb. 24, 1955 44% Mar. ao, 195 6% 
Treasury Bills 
Feb. 21 Á519s 5':52d% Mar. 28 £5 ros 7:64d9 
Feb. 28 6 os 328d?, April 3 £5 Be 6-309, 
Mar. 7 £6 os 5:10d% April rr 5 6s 6-19d% 
Mar. 14 £6 os 6:59d% April 18 5 Ai 093d% 
Mar. 21 £5 11s: r5ad9$ — Aprilas 5 35 697d% 
Money Rates 

Day to day HERD, Bank Bills 

days 4i-st% ^ 2 months 51-518 ?6 

ine Trade Bills months stows 

3 months ei Ap months 54-5 14% 

4 months 6179, months 51-5176 

6 months 6175, 

Foreign Exchanges 
New York 2:81 t+} Frankfurt 11°784-4 
Montreal 2°734-4 Milan 17461 
Amsterdam 10:5g1—À Oslo 20°01 $-4 
Brussels 139'47i1— 52] Paris 1178 
Copenhagen 19°34%-35$+ Zurich 12°24 
Gilt-edged 

Consols 24% 50% Funding 4% 60-90 Boch 
Consola 4% 743r Savings 24°% 64-67 — Bog 
War Loan 34% ^ 664bx.d. Savings 3% 55-65 884 
Conversion 34% 66% Savings 3% 60—70 771 
Conversion 34%, 1969 85% Savings 3% 65—75 72% 
Exchq’r 54% 1966 torts Treasury ate 491 
Funding 3% 6 828 Treasury 34% 77-90 761 
Funding 3% 59-69 902 Treasury 34% 79-81 75 
Funding 34% 99-04 71d Victory 4% 92t 


Taxation Cases 


A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


Island Tug & Barge Limited v. 
Owners of S.S. Makedonia ` 


In the High Court of Justice 
(Queen's Bench Division) 
December 19th, 1957 
(Before Mr Justice PILCHER) 


Income tax — Salvage services — Salvage award — Fur- 
ther sum as contribution to tax on profit from award — 
Whether further sum properly awardable. 


The claimant was the owner of a salvage vessel 
which had rendered salvage services to the respond- 
ents' vessel. The claimant, as a professional salvor, 
was taxed on its profits from the rendering of salvage 
services. An appeal arbitrator awarded the claimant 
£60,000 for its services in salving the respondents’ 
vessel, and a further sum of {15,000 by way of 
contribution towards the tax that would be payable 
on the profit from the £60,000. In awarding this 
£15,000 the appeal arbitrator held himself to be 


TR the decision in The ‘Telemachus’ ([1957] 
.R. 1). 


Held, that, although on its facts the case was 
indistinguishable from the ‘Telemachus’, the claimant 
was not entitled to an indemnity against the tax on 
the £60,000. 

Potter v. C.I.R. 

In the Court of Session — February 7th, 1958 
(Before the Lonp Justice CLERK (Lord THOMSON), 
Lord ParRick, Lord MackiNTosH and Lord BLADES) 
Estate duty — Gift inter vivos ~ Che to pay for 
allotment of shares — Cheque used for Ge SG 2 
allotment made to donee — Whether gift was the cheque 
or the shares — Customs and Inland Revenue Act, 1881, 
Section 38 (2) (a) — Customs and Inland Revenue Act, 
1889, Section II (1)- Finance Act, 1894, Section 
2 (1) (b). 

In 1952 the appellant's father, who wished to 
establish him in business, agreed with the owner of a 


* 


| 
| 
i 
| 
| 


| 
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business that a company should be formed to acquire 
the business. The company was incorporated, and 
| arrangements were made to allot shares on a particular 
day. The deceased and his son proceeded to the 
meeting on that day, and on the way the father handed 
ito the appellant an envelope containing a crossed 
| cheque in favour of the new company and a letter 
stating that the cheque was to enable the appellant 
to purchase 10,000 shares in the company. The shares 
| were allotted to the appellant, who handed over the 
| cheque in payment. The appellant's father died in 
1955, at which time the shares were then worth less 


' than £10,000. 
' It was contended on behalf of the appellant that 


the gift consisted of the 10,000 shares, and that the 
shares were non-aggregable, in that the father never 


| had an interest in them. On behalf of the Inland 


Li 


Revenue it was contended that the gift consisted of _ 


£10,000 in money, and was aggregable. 
Held (Lord Blades dissenting), that the subject- 


' matter of the gift was {10,000 in money, and that 


that sum fell to be aggregated with the rest of the 


| father’s estate. 


| 


£ 
D 
t 
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Angel v. Hollingworth & Co 
C.I.R. v. Cook 
In the High Court of Justice (Chancery Division) 
February 26th, 1958 
(Before Mr Justice VA18EY) 
Income tax — Succession — Partnership — Transfer of 


business to company ~ Date of ; 
Down to the latter part of 1949 a business was 


carried on in partnership by the second respondent 
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and his partner. On November 25th, 1949, there was 
a meeting of the two partners, an employee of the 
firm and representatives of the firm's solicitors and 
auditors. It was then decided that a company should 
be incorporated before the end of March 1950; and 
that the business should be sold to the company with 
effect from March 31st, 1950. These arrangements 


. were carried out and the company entered into posses- 


sion of the business on April 1st, 1950, but the com- 
pletion was delayed till June gth, 1950. 

'The Special Commissioners decided that the date 
of the succession was April rst, 1950. 

Held, the Special Commissioners! decision was 
correct. 


Venn v. Franks 
In the High Court of Justice (Chancery Division) 
February 28th, 1958 
(Before Mr Justice VAisEY) 


Income tax — Assessment — Meeting of Addittonal Com- 
missioners — Absence of clerk - Whether meeting pro- 
perly constituted — Income Tax Act, 1952, Sections 
I, 7, I2, 36, Schedule I. : 

The respondent was assessed under Schedule D 
by assessments signed by an Additional Com- 
missioner but without the clerk to the General 
Commissioners being present. The General Com- 
missioners decided that the absence of the clerk 
prevented the holding of a validly constituted meeting 
and so invalidated the assessments. 

Held, the presence of the clerk when assessments 
are signed by an Additional Commissioner is not 
essential to constitute a valid meeting for the purpose. 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


The Institute's Report ` 

Str, — The Institute's report, which I have read with 
great interest, suggests the following comments. 

Firstly, while I appreciate the need for a ter 
income, the Council are wrong to continue the dis- 
tinction between members practising in the Metro- 
polis and those practising outside; and also between 
practising members and those not in public practice. 
Contrary to the legend, the fact is that the streets 
of London are not paved with gold, while a glance 
through the Members List or the pages of the profes- 
sional Press shows many non-practising members 
holding positions likely to be far more remunerative 
than a small practice. 


Secondly, the sugpestion that associates should 
automatically be eligible for fellowship after five 
years’ membership is really indefensible. The 
Scottish Institute manages, l.believe, without the 
distinction, but if we are to retain it, fellowship 
should be given for some academic achievement as 
in other learned societies. 

Finally, it is to be hoped that the Council do not 
contemplate selling our present Hall, which was built 
for us and incorporates a great deal of symbolism 
suggested by our profession. We are often told of 
the great traditions of our Institute, of which the 
Hall is surely an embodiment, and I personally 
should be glad of an authoritative assurance that 
such action 1s not contemplated. 


Yours faithfully, 


London, ECa2. ROBERT W. J. DERBY, a.c.a. 


Micro-filming in the Office 


Sir, - I read with interest the recent article entitled 
"Micro-filming in Office Administration’ (April 26th 
issue). Whilst I agree with the writer in general I 
consider that instantaneous destruction after filming 
of all documents previously filed is over-simplifica- 
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tion and not always practicable. I give three instances 
from experience. 


(1) The Customs and Excise require to see original 
documents or carbon copies in connection with 
exported goods and purchase tax. 

(2) The auditors require that carbon copies of in- 
voices and credit notes be retained at least until 
their next visit. As a result, reference is made to 
the actual copies, filed numerically, for the 


several months between filming and destruction. ' 


'This is actually quicker than viewing micro-film. 

(3) Certain customers are supplied with specially 
made non-standard products and refer to them 
in rather loose terms when re-ordering. It may 
be necessary to inspect several previous orders 
in order to ascertain exactly what is required. 
Quicker results are obtained by filing such orders 
alphabetically after filming rather than viewing 
several films. 


When a document ig required and insufficient 


details are available, it is necessary to refer to the 


customer's account for the date or number, thus a. 


little longer time is taken than direct access to an 
individual customer file alphabetically arranged. For 
example, a customer refers to “my order dated . . .’. 
This order is not always easily found as he may place 
numerous orders and the ledger card will not pin- 
int the order in question. This is further aggravated 
y the fact that for various reasons the delay between 
receipt of the customer’s order and manufacture of the 
order and invoice set is by no means constant in 
practice. It is not always practical to film the order 
until after dispatch when all documents (customer’s 
order, invoice, receipt note) are filmed together and 
the problem is further emphasized. 

I do not wish to detract from the numerous advan- 
tages of micro-film, but merely to show that each 
business will have its own peculiar problems and Mr 
Clothier’s ideal is not quite attained ~ but almost. 


Yours faithfully, 
| DEREK A. BANKS. 
Dagenham, Essex. 


A Precedent ? 


Sm, — Our chairman has had his attention drawn to 
the article under the above heading in your issue 
of April 26th, 1958. He has asked me, as secretary 


of the companies concerned and a chartered account- ~ 


ant, to write to you to clear up certain misconceptions 
on points of fact which may have been left in the 
minds of some of those reading it. 

Far from being unusual or setting a precedent, we 
have been advised that the procedure has been 
adopted in a number of cases. 

That steps have only recently been taken to acquire 
the minority now involved seems beside the point, 
but it is susceptible of simple explanation. During a 
long period when our group found it difficult to 
replenish its sterling funds either due to low trading 
profits abroad or to remittance complications, it was 
not considered appropriate to devote sterling funds 
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to clearing up the minority position in the subsidiary. 
By now, however, a sufficiency of sterling is available: 
to make it worth while to carry out the operation and 
also the number of the subsidiary’s shares involved is 
much reduced. 

A further explanation is furnished by the chair- 
man’s review for the past year. In this he said: 

‘For some years past we have availed ourselves of 
every opportunity to acquire the small shareholdings 
of the above company held outside our group. 
During the current year it has been possible to take 
steps which should result in the whole of its share 
capital being owned within our group. We have 
been taking action in a number of directions to re- 
move overlapping in the managements and operations 
of our companies and the achievement of 1oo per 
cent ownership of this subsidiary is an additional 
administrative convenience.' 

Action which may not have been in itself worth 
while when costs were on a lower level, becomes so 
when they have reached the levels of today. 

The invitation in 1955 to minority shareholders in 
the subsidiary was certainly not unsuccessful, because 
it was acted on by holders of more tban half the shares 
then constituting the minority. 

It is difficult for me in the space available in this 
letter to go into all the differences between the 1955 
invitation and the present offer but it is desirable to 
point out that in the intervening period the share 
capital has been reorganized into one class, whereas 
in X955 it consisted of three classes with complex 
class rights. ] 

In closing it may be said the present offer has been 
accepted by all the registered minority holders except 
the holders of 232 shares, some of whom have been 
untraceable for many years. 'T'he remaining minority 
is all in bearer form and despite the practical diffi- 
culty of bringing communications to their notice, the 
holders of a considerable number of these bearer 


shares have also already accepted. 
Yours faithfully, 
London, EC2. N. JOHN ELLIOTT. 


[We welcome Mr Elliotts comments which refer to 
the bote under ‘Finance and Commerce’ in our last 
issue, on the affairs of Harrods (Buenos Aires) Ltd and 
its subsidiaries. We regret that in the note the name of 
Mr F. A. Stacpole, A.C.A., chairman of Harrods (B.A.), 
was misprinted. — Editor.] 


Pawnbroker’s Profits 


Sir, — Can any readers please state whether profits 
in a pawnbroker's business, in the years ended 
March 318t, 1940, to March 31st, 1952, are likely 
to have fluctuated as follows: £1,438, £2,385, £3,632, 
£4,546, £4,312, £3,700, £5,795, £6,023, £7,408, 
£3,045, £3,588, £3,745, £2,817? 

There has been no change in capital employed 
except a steady increase out of retained profits. 

An explanation of the causes of the fluctuations 
would be of great assistance. 

Yours faithfully, 
COKVEL. ` 
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"THE ASSOCIATION OF 


CERTIFIED AND CORPORATE ACCOUNTANTS 


FIFTY-THIRD ANNUAL MEETING 


| The fifty-third annual general meeting of The 


Association of Certified and Corporate Accountants 
was held last Tuesday in the Queen Mary Hall, 
Y.W.C.A. Building, Great Russell Street, London, 


' WC1. The President, Mr A. C. S. Meynell, F.a.c.c.a,, 


was in the chair. 
Extracts from the Council's report for 1957, pre- 


= sented for adoption, were reproduced in The Account- 


ant of April 12th. 


the Association for 1957 have already been circulated 
to you and you will, no doubt, be prepared to take 
these as read. Is that agreed? (Assent signified.) In due 
course I shall move the adoption of the report and 
accounts but before doing so there are a number of 
matters about which I would like to speak. 


Membership = 
The membership of the Association now exceeds 


'. 10,000. The number of new members admitted during 


PRESIDENTIAL ADDRESS 


In the course of his address, the Preaident referred to 
the loss to the Association, by the death on March 24th 
this year, of Mr Archibald Bundy, of Cardiff, a mem- 
ber of the Council, and 
of Mr George Spencer 
Houghton, a former 
Vice-President, who 
died on February 11th, 
1957. The President 
continued: 

This is the second 
annual general meeting 
at which I have presided. 
Last year my colleagues 
on the Council did me 
the honour of inviting 
me to serve for a fur- 
^*^ ther term as President 

W of the Association. I 

y was very proud to accept 
that invitation and now 
that my second term of 
office is almost over, I 
should like to take this opportunity of telling you what 
a great privilege it has been to serve the Association in 
this way. 'l'he past two years have been to me a source 
of very much personal pleasure and — at the same time— 
of a good deal of work. You are, however entitled to 
expect that the presidency shall be no easy sinecure — 
and you may take my positive assurance that it is not. 
Nevertheless, it has many compensations and not the 
least of these is the opportunity it has afforded to my 
wife and me to meet many of my fellow members in 
all parts of the country. This has been at all times most 
pleasurable and often not a little instructive as well. 

I need hardly say that I feel deeply indebted to all 
those who have assisted me over the course of the last 
two years with advice, encouragement and support, 
and I am glad to take this opportunity of expressing 





Mr A C. S. Meynell 


my appreciation. In this connection I would like to: 


make particular reference to my partner and staff 
whose exertions and sacrifices have made possible my 
frequent and recurrent absences from my office. 


Annual Report 
The annual report of the Council and the accounts of 


1957 is somewhat below the figure for the previous 
year, but that was not entirely unexpected. ‘There are 


. bound to be fluctuations and in any one year there is a 


direct relationship between the number of new mem- 
bers admitted and the number of students registered 
some five or six years earlier. In other words, in 1957 
we were dealing, in the main, with the 1952 intake of 
students, which was one of the lowest of the post-war 
years. 
The number of new students in 1957 is similarly a 
little below that for 1956, but we are maintaining an 
average yearly intake of about 1,250 new students. 
Many of us, no doubt, would like to be in a position 
to point to a progressive annual increase, but the 
problem of recruitment is not one which is restricted 
to the Association. So far as one may judge from 
reports, it is a difficulty with which all the professional 
bodies are having to cope. Its existence seems attribut- 
able mainly to the glittering enticements which are 
held out by industry to school-leavers, both in the 
form of free academic or technical training and 
attractive career prospects. But that is not all. In very 
many cases even the type of work which industry 
offers — especially when it is of a scientific or techno- 
logical nature— is considered more attractive by 
school-leavers than anything the professions have to 
offer. We who have spent our lives in accountancy 
know that that is far from being true and we must 
seek to persuade the new generation that accountancy 
is not the dull business they think it and that it can 
offer an interesting and rewarding career for most 
people of average ability and a stimulating and highly 
remunerative one for those of the highest capacity. 
With this object in view we have recently produced 
a small booklet entitled Accountancy — A Career of 
Opportunity, which provides a good deal of helpful 
information about the Association for those who may 
be contemplating entering the profession and will, 
we hope, help to dispel some of the misunderstanding 
which exists about the work of an accountant. 


Finance 


As you will observe from the accounts for 1957, we 
have achieved a surplus of slightly over £7,500. ‘That 
is, of course, satisfactory — especially in comparison 
with earlier years — but, quite frankly, it is less good 
than we had hoped. The course of events during the 


540 


year was not favourable to economies and there were 


no signs of any fall in the cost of the goods and 


services we use. On the contrary, the general trend of 
costs was rather upward, one example of which is the 
fairly steep increase in postal charges. Although that 
took effect only from October 1st, it is already notice- 
able in the accounts and it has fallen particularly 
heavily on the distribution of The Accountants Journal. 
We have endeavoured to offset this increase to some 
extent by eliminating the issue of receipts, which is, 
indeed, one of the few economies available to us. I 
hope that members have not been unduly incon- 
venienced by this new procedure which, of course, 
saves not only the stamp on the receipt, but also the 
stamp on the envelope in which it was formerly re- 
turned and the cost of the stationery, besides releasing 
clerical labour for other work. 

On the whole, however, we may fairly regard the 
year 1957 as not unsatisfactory from the financial 
point of view, but I should like to emphasize that we 
need at least another two or three years like it before 
we shall even have recouped the deficits sustained in 
earlier years and to which I made special reference in 
my last presidential address. 

At the annual general meeting last year you gave 
authority for the amendment of Article 107 so as to 
enable the Council to extend the Association's invest- 
ments beyond the field of trustee securities. Following 
that authority a modest excursion into equities has 
been made but unfortunately the state of the investment 
market during the latter half of 1957 was not very 
favourable to reinvestment operations and we have 
therefore had to defer for the moment our contem- 
plated further activities in that direction. 


Examinations 


I found it necessary to refer last year to the excep- 
tionally low percentage of passes returned at the 
December 1956 examinations and more especially in 
Section II of the Final examination. I am glad to be 
able to tell you — and you have no doubt already noted 
it — that this year the figures are appreciably better, 
though still a good deal below what one might regard 
as satisfactory. 'lThe heaviest casualties are at the 
Intermediate stage, which suggests that many students 
sit the Intermediate examination without adequate 
preparation or at a time when they have still not finally 
decided on accountancy as their career. To that, I 
suppose, we have to add the many counter-attractions 
in the way of entertainment which life now offers to 
young people. Although we all appreciate the difficulties 
and distractions, I cannot too strongly emphasize to 
those concerned that professional examinations are a 
serious matter and cannot be dealt with in a casual 
or perfunctory way. 'l'hey need considerable applica- 
tion and it is really very much quicker for the student 
to give them his undivided attention for the relatively 
limited period that is necessary, than to sit them with a 
more or less vague hope of passing. No one, I am sure, 
likes to take the same examination more than once 
and many of those who are forced to do so could, I 
am certain, avoid it by a more resolute application 
to their studies. 

After referring to the activities of the various research 
committees and thanking the members of the Associ- 
ation who so willingly assist in these activities, the 
President went on: 
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Cheques Act 


A piece of legislation which proved to be of more than 
passing interest to accountants was Mr Graham Page's 
Cheques Act, which took effect from October last. The 
object of the Act was the relatively simple one of 
saving the time spent on endorsing and examining 
order cheques and this object has been achieved with- 


. out undue fuss or bother. It has, however, had conse- 


quences which few people perhaps anticipated, at any 
rate in quite the degree to which they developed. 
Many organizations, both large and small, were greatly 
attracted by the idea of saving not only the time spent 
on cheque endorsement, but also the time and money 
involved in the issue of receipts. As a result, there has 
been a very strong movement indeed towards the 
elimination of receipts, except in a few special cases. 
Itis clear also that the effect of the Act has been widely 
misunderstood and there can seldom have been a 
topic upon which quite so much uninformed comment 
has appeared in letters to the Press and elsewhere. 
Indeed, Í can tell you from my own knowledge that 
there are industrial and commercial concerns, some 
of them quite large, who apparently believe that the 
Cheques Act authorizes them to issue a receipt for 
£2 or more without any stamp or, alternatively, to 

refuse to issue a receipt at all. This is, of course, quite 
wrong. The law relating to the issue and stamping of 
receipts has not been altered in any way and account- 
ants who find their clients issuing unstamped receipts 


for £2 or over could usefully point this out. I do not 


think the accountants can reasonably be expected to 
do more, but it should be borne in mind that failure 
to stamp a dutiable receipt carries with it a penalty of 
£10 in respect of every default and it seems to me not 
unlikely that in due course the Revenue GE turn its 
attention to this matter. 


Integration 


As you will know, the scheme for integrating the 
members of The Society of Incorporated Accountants 
into the several Institutes of Chartered Accountants 
has passed through all its several stages of approval 
and was announced to take effect formally on November 
and, 1957. At our last annual general meeting I was 
able to say that, as a result of our representations, it 
had been agreed that representatives of the Association 
should meet representatives of the Institutes for a 
general discussion when the integration scheme had 
been completed. To that I can now add that the meet- 
ing will take place in the early part of October next. 
You may well feel that October is a long way ahead, 
as indeed it is, but the Institutes were unable to agree 
upon an earlier date. 

In the nature of things, this first meeting will be 
of a general exploratory character concerned to 
ascertain whether there exists a common basis upon 
which proposals acceptable to all parties could be 
formulated. 

I feel that I should be failing in my duty tf I did not 
emphasize that members would be unwise to assume 
that the meeting in October, whatever course it may 
take, will be followed by any rapid developments, for 
the Institutes have clearly indicated that they will not 
be ready to consider any further steps until some 
experience has been obtained of the operation of the 
integration scheme recently carried through with the 
Society. 
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The Council will, of course, keep members informed 
iof any developments that may take place whenever 
| they usefully and properly can, but from what I have 
| already said you will understand that it is unlikely 
that any concrete proposals will emerge for some 
' considerable time. 
The unification of the E through the 
recognized bodies is eminently desirable but, even if 
| it were completed, it would be of itself no adequate 
' substitute for the statutory regulation of the profes- 
| sion for which the Association has fought throughout 
its existence and will continue to fight. 
Whatever may be the outcome of our discussions 
with the Institutes, the Association, with over half a 
century of effort and achievement to its credit, which 


, has opened the doors of the profession to those of 
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ability and experience, irrespective of personal 
economic position, has still its important part to play 
in the development of the profession and a recognized 
place in its structure. We should not, because of the 
integration of the Institutes and the Society, lose our 
faith in the future of the Association or in the ideals 
which it embodies. Rather let us go forward resolved 
and confident in our purpose, in unison, if possible, 
with the Institutes, if not, then in continued harmony 
and co-operation with them. 

I will here pause to say that there are still over 3,000 
members who, despite repeated requests, have failed 
to reply to the questionnaire sent out on May 7th last. 
This failure is really inexcusable. The information 
asked for is essential for, among other things, our 
consideration and action in regard to integration and 
its absence will seriously hamper your representatives 
in discussions on this matter and may, indeed, impair 
the results. This matter requires immediate attention 
and I ask once more that those to whom my remarks 
apply will take prompt steps to complete and return 
the questionnaire. 


The Budget 


The task of the Chancellor at Budget time is seldom 
an enviable one and this year it must have been less 
so than usual because of the very limited field of 
manoeuvre at Mr Heathcoat Amory’s disposal. The 
vital preliminary decision which he had to take was 
whether to stimulate the economy or to continue a 
policy of restriction and it would be difficult to argue 
that his choice in this connection was the wrong one. 
There is a good deal of unused industrial capacity 
available, but the danger of rising prices persists and 
any expansion of output would mean increased imports 
and the possibility of interference with the balance of 
payments. Consequently, it was fairly clear, even 
before Budget day, that no very startling concessions 
could reasonably be expected. 

Such, indeed, proved to be the Chancellor's inten- 
tion. Nevertheless, it is a little difficult to understand 
the point of some of his proposals because the sums 
involved are so very trivial even from the taxpayer's 
side. A reduction of 2s a bottle on heavy wines is not 
likely to please or displease anyone very much and 
the abolition of stamp duty on conveyances of the less 
expensive types of houses is not a great deal of help, 


certainly so long as it remains difficult to borrow the. 


money to buy one. 

There is much more reason for approval of the 
proposals for reducing and rationalizing certain rates 
of purchase tax. These will not only simplify the 
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administration of a particularly irritating form of 
taxation, but will also bring cheer to many homes. 
While almost everyone will support the Chancellor’s 
outright rejection of a flat sales tax. 

. As professional accountants we can feel satisfaction 
that the case for allowing professional subscriptions 
and expenses incurred by employed members of pro- 
fessional bodies has at last been conceded. In our pro- 
fessional capacity also we can appreciate the several 
steps taken to tidy up death duties, namely, to remove 
liability to double duty when successors in title die 
together, to extend quick succession relief to all types 
of property and to stop a certain tax-free traffic in 
reversions of which life-tenants have been taking some 
advantage. But these are all matters of simple equity 
rather than fiscal policy. 

In one important respect, however, the Chancellor’s 
reasoning is not easy to follow and this is in relation 
to his proposals on company taxation. In his Budget 
statement he envisaged that private industrial invest- 
ment would remain at its present level. Presumably he 
meant by this that it would not be quite adequate to 
needs in 1959, and this interpretation is supported by 
his action in increasing initial allowances. 

If this is correct, then his proposal to equalize the 
rates of profits tax on both distributed and retained 
profits becomes a little difficult to reconcile. Let us 
admit at once that it represents the abandonment of a 
fiscal principle which was both unsound and dis- 
criminatory. But itis very much more open to question 
whether this was the time to do it. 

The new rates of profits tax remove the incentive 
for companies to finance themselves out of retained 
profits. It is fairly certain that dividend payments will 
increase and while some of this will be reinvested, no 
doubt a fair amount will be spent on consumables, 
especially bearing in mind the purchase tax conces- 
sions. Moreover, the discouragement of self-finance is 
not helpful to the smaller companies, whose access to 
the capital market is very limited. 

Having regard to these considerations, it surely 
seems that it would have been wiser to defer the reform 
of the profits tax — desirable as that may be in principle 
—to some time when it would conflict less with the 
need to maintain and improve the level of investment. 

On the other hand, we have high authority — that 
of the Royal Commission on Taxation — for the view 
that discriminatory rates of profits tax do not so much 
encourage companies to plough back their profits as 
to retain them; and that artificial restriction of dividends 
tends to undervalue shares and so to make the raising 
of new capital more difficult. 

Obviously these conflicting views raise questions 
which are much too difficult to answer with any 
measure of certainty and Mr Heathcoat Amory, like 
other Chancellors, has had to balance one possibility 
against another. It may be that in the event his forecast 
will prove to be the right one. I am sure we all hope so. 


Seventh International Congress of 
Accountants 


During the year under review the Seventh Inter- 
national Congress of Accountants was held in Amster- 
dam. You are already familiar with the proceedings 

from the reports which have appeared .... But I should 
not like to let this occasion pass without expressing 
on behalf of the Council and myself our sincere 
thanks to the two Dutch sponsoring bodies for the 
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very cordial reception extended to the official dele- 
gates of the Association and at the same time voicing 
our congratulations on the wholly admirable organiza- 
tion of the Congress, in which matter the sponsoring 
bodies surpassed themselves. During the Congress 
the leaders of the various delegations had the honour 
of being received by Her Majesty The Queen of the 
Netherlands and the Congress itself was opened by 
His Royal Highness the Prince of the Netherlands, 
who also attended the Congress banquet. During that 
week I also had the great pleasure of giving a cocktail 
party for all the members of the Association and their 
ladies present in Amsterdam. This was a most enjoy- 
able occasion, certainly for my wife and I, and I hope 
for all those who attended. 

One of the papers at the Congress was submitted 
by our Council member, Mr J. E. Harris, who, if I 
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may say so, made an excellent impression during the 
course of the discussion on 'Business organization and 
the public accountant. ' 

In conclusion, Mr Meynell thanked Mr W. Jackson 
for his support as Vice-President during his term of 
office, and expressed his appreciation of the help and 
encouragement he had received from his colleagues on 
the Council. He also acknowledged his indebtedness 
to Mr J. C. Latham, Director of the Association, and 
Mr F. Cameron Osbourn, the Secretary, for their help 
and guidance. In commending the members of the: 
staff, who, in spite of difficulties of recruitment, had 
maintained their customary high standards, Mr 
Meynell made particular reference to Mrs Waite who 
in July last, completed twenty-five years’ service with 
the Association. 

The report and accounts were adopted. 


THE CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 
SEVENTY-SECOND ANNUAL REPORT 


We reproduce below the report of the Board of Governors of The Chartered 


Accountants’ Benevolent Association for the year ended Februar 
be presented at the seventy-second annual general meeting whic 


28th, 1958, to 
will be held in 


the Hall of the Chartered Insurance Institute, 20 Aldermanbury, London, EC, on 
Wednesday, May 7th, 1958, at the conclusion of the annual meeting of The Institute 
of Chartered Accountants in England and Wales. 


I. The Association on February 28th, 1958, con- 
sisted of 3,304. members, viz 
'The President 620 Annual Governors 
82 Vice-Presidents 107 Life Members 
13 Life Governors 2,481 Annual Members 
being a decrease of 107 during the year. 

2. À list of the ro2 cases in which assistance has 
been given during the year from the General Fund 
appears on pages 23 to 30 [of the report]. During 
the year there were thirteen new cases and in three 
cases former beneficiaries were assisted again. At 
February 28th, 1958, there were eighty-six current cases. 

‘Two cases are being assisted from the Special Fund. 

3. The accounts for the year ended February 28th, 
1958, duly audited, are annexed to this report.! 

4. The total expended by the Association in relief 
since its formation in 1886 amounts to £252,919. 

5. The principal figures from the accounts for the 
last five years are: 


Interest and 

Year Relief — Subscriptions dis m 
19537-1954 10,670 6,025 4,974 
1954-1955 9,961 6,662 5,811 
1955-1956 9,989 7,021 6,988 
1956—1957 11,305 7,176 7,5602 
I957—1958 13,069 7,018 7,313 


6. It wil be observed that there is a substantial 
increase, £1,764, in the amount expended on relief 
and that the subscriptions and the income from 
investments are less than in the previous year by 
£158 and £249 respectively. The sale of certain 
investments cum dividend caused a reduction of £610 
but this was partly offset by an increase of £361 in 
income from other investments. 


1 Not reproduced. 


7. As noted above a further substantial rise has 
taken place in the amount expended on relief. Towards 
the end of the year the Executive Committee found it 
desirable to increase the grants in certain classes of 
cases. The effect of these increases is however only 
reflected in the accounts to a small extent and higher 
expenditure is again expected in 1958-59. 

8. Christmas food hampers have, as usual, been 
sent to the great majority of our beneficiaries. Gifts of 
clothing and special donations have been made in 
appropriate cases. The cost to the Association of this 
expenditure has been reduced by the income from the. 
H. F. Holloway Memorial. 

9. During the year, the Association has received 
the following legacies and donations: 





gacies: £ 
Executors of the late Mr L. Warson, A.C.A. 200 
) » Mrs E. M. Beer 100 
5 e Mr R. J. Bethson 9a 
5j Se Mr A W. Death, A.C. A. 
(balance) , 93 
- ET Mr A. W. Morrison, A. GA. IO 
£495 
Donations: £ 
Dowager Countess Eleanor Peel Trust 
Bekonscot Model ee and General Charit- 
able Trust : ». 100 
Mr O. Haworth, A. CAL. .. 100 
Messrs Ogden, Hibberd Bull & Langton s 75 
Mr Geoffrey Bostock, F.C.A.  .. , Sie 54 
Mr F. S. Mowforth, F.c.a, a is - 52 
Mr W. H. Wright, F.C.A. si P vs 52 
Delmar TUIS SC 2 ee Sé 50 
Others . eg I3I 
£812 
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| 10. The sum of £40 was received from the collec- 
tion at the annual Church Service. 

| ir. Grants from the W. B. Peat Memorial Scholar- 
ship Fund amounted to {170. The number of cases 
assisted on February 28th, 1958 (page 31); was six 
(on March rst, 1957, eight). 

12. The Board has continued to take steps to 

ensure that the maximum use is made of grants avail- 
able from the National Assistance Board provided 
that no loss of income to our beneficiaries is involved. 
Grants have also been obtained from county councils 
to assist in the maintenance of those who are in homes 
for old people. 
| 13. The Association now has ten places in the 
homes of Crossways Trust, seven of which are filled. 
The fourth home of the Trust was opened in 1957 at 
St Leonards-on-Sea. The Honorary Secretary would 
be glad if members would let him know of any widow 
of a member or any retired member, either married 
or single, who might wish to be considered for a place 
in one of the homes. To be eligible a person must be 
in need of care and attention and have insufficient 
means to pay for board and lodging and care and 
attention at.normal commercial rates. 
' I4. It is the policy of the Board to ensure that as 
far as possible a member of the Institute living near a 
beneficiary or applicant for relief, acts as a referee and 
is available to give advice when required. Such assist- 
ance from members is of the greatest value to the 
Executive Committee in considering applications. The 
Board wishes to thank district societies for their help 
in appointing members for this purpose and also to 
thank those appointed for the considerable time and 
trouble they have taken in helping beneficiaries. 


15. The Board records with great regret the . 


resignations of Sir Russell Kettle and Mr P. M. Rees 
from the Executive Committee. Their help in con- 
Sidering applications for assistance will be sadly missed. 
d 16. One of the vacancies on the Executive Com- 
mittee has been filled by the election of Mr J. Godfrey. 
[The other vacancy will be filled later. 
| I7. The rules of the benevolent fund of The Society 
of Incorporated Accountants are such that it has not 
been practicable so far to attempt to merge the fund 
with that of the Institute. Both funds are therefore 
operating at present as separate entities while the 
position is being further explored. Meanwhile former 
members of the Society who subscribe under deed of 
covenant to the Incorporated Accountants’ Benevolent 
Fund are asked to continue their subscriptions to that 
fund; others are asked to subscribe to this Association. 
18. The Board recommends certain alterations to 
the rules and regulations of the Association. Details 
of the resolution to be proposed at the special general 
meeting which has been called to follow the annual 
meeting are given on page 32.* 'The first alteration is 
to extend the powers of investment. The second 
removes a limitation in the amount which may be 
‘expended. by way of a donation. The nature of the 
other alterations is evident from the terms of the 
iresolution itself. 
! x9. The Board has pleasure in putting on record 
that the following resolution was passed unanimously 
and with acclamation at the annual general meeting 


‘|theld on May ist, 1957: 
(3 Not reproduced. 


? Reproduced at the end of this report. 
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“This meeting of members of the Association unani- 
mously places on record its great appreciation of Mr 
Freeman's generosity to the Association and of the 
energy, understanding, wisdom and unsurpassed devo- 
tion to the affairs of the Association which have been 
given so freely by Mr Freeman both as member of the 
Executive Committee since April 1919 and as its Presi- 

.: dent for the last twenty-one years.’ 

20. The Board wishes to record its warm apprecia- 
tion to Mr B. J. Davis, Mr R. W. L. Eke and Mr 
G. L. C. T'ouche for their work as members of the 
Investment Sub-Committee of the Executive Com- 
mittee of the Association. 

21. The Board is grateful to Messrs Markby, 
Stewart & Wadesons, the honorary solicitors, for their 
advice and help. 

. 22. The Board thanks the editor of The Accountant 


for the continued publicity which he has given to the 


Association. Brief reports of the quarterly meetings 
of the Executive Committee are published in that 
j al 


journal. 
' 23. The Board wishes to place on record its appre- 


ciation of the work of the officers and staff of the 
Institute. 

24. The honorary auditors, Mr Geoffrey Bostock, 
F.C.A., and Mr Leonard Walter Bingham, rF.C.A., retire 
and kindly offer themselves for reappointment. 

W. S. CARRINGTON, 
March 26th, 1958. President. 


PROPOSED ALTERATIONS TO RULES AND 
REGULATIONS 
The following resolution will be proposed at a special 
general meeting of the Association to be held at the 
conclusion of the annual general meeting: 


‘That the Rules and tions of the Chartered 
Accountants’ Benevolent Association be and they are 
hereby amended in manner following: 

1. By the deletion of Rule 9 and the substitution 
therefor of the followmg new Rule to be numbered 9. 
9. (a) The Association shall either retain as invested 
së investment or property Dom time to time 
d by the Association or sell the same and 
invest in manner hereinafter provided any 
money forming part of the fund and not im- 
mediately required for the purposes of the 
Association and sell or realize any such invest- 
ments or property whether for providing 
money required for the purposes of the Asso- 

ciation or for reinvestment or otherwise. 

(b) Any moneys required to be invested hereunder 
may be in in the purchase of or upon 
the security of such interests in land, policies of 
insurance or reinsurance, annuity contracts, 
stocks, shares, debentures, debenture stocks or 
other investments whatever or wheresoever 
situate and whether involving liability or not 
and whether or not authorized by law for the 
investment of trust moneys as the Board of 
Governors shall in their absolute discretion 
think fit. 

(c) The Association may retain such cash balances 

and such balances upon deposit or current 

account with any bank, company, building or 

friendly society or other institution as the 

Board of Governors shall in their absolute 

discretion think fit and shall not be chargeable 

in respect of any interest thereon (other than 

interest actually received) or otherwise in 
respect thereof. 

2. By the deletion from Rule II of the words "im 

sums not exceeding roo eas" 
3. By the deletion m Rule 14 of the words 
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and the substitution. therefor of the words 
“counter-signed by the Secretary or other official 
approved by the Executive Committee". 

4. By the deletion from Rule 7 of the words “dona- 
tion, annuity or loan” and the substitution therefor of 
the words '*donation, periodic grant, annuity or loan". 

' 5. By the deletion from Rule 10 of the words 
“donation, annuity or loan” and substitution 
therefor of the words “donation, periodic grant, 
annuity or loan’’. 


“counter-signed by the Secretary or Assistant Secre- 
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6. By the deletion from Rule 13 of the mere 
“donations, annuities or loans" and the substitution 
therefor of the words “donations, periodic grants, 
annuities or loans’’. 

7. By the deletion from Rule 18 of the words 
“donations, annuities, or loans" and the substitution 
therefor of the words ''donations, periodic grants, 


annuities or loang’’.’ ALAN S. Maclver, 
Honorary Secretary. 
Moorgate Place, London, ECa. 
April 22nd, 1958. 


THE CHARTERED ACCOUNTANT STUDENTS" 
SOCIETY OF LONDON 
SEVENTY-FIFTH ANNUAL MEETING 


About two hundred members were present at the 
seventy-fifth annual. meeting of The Chartered" 
Accountant Students’ Society of London, held on 
Friday, April 25th, in the Hall of the Chartered Insur- 
ance Institute. 

'The President of the 
Society, Sir Harold 
Gillett, M.C., F.C.A., was 
in the chair and was 
supported by the follow- 
ing Vice-Presidents: Sir 
Harold Barton, F.c.A., 
Mr W. G. Campbell, 
B.A., F.C.A., Mr Douglas 
A. Clarke, LL.B., F.C.A., 
Sir Harold Howitt, 
G.B.E., D.8.0., M.C., D.L., 
F.C.A., Mr Brian Mann- 
ing, D.L., J.P., F.C.A. 





Increased 
Membership 


Sir Harold Gillet 


The committee’s annual. 


report for the year to December 31st, 1957, records that 
the Students’ Society has made particular efforts dur- 
ing the year to adapt and extend its activities so as to 
stimulate the interest of those members who have not, 
in the past, taken an active part. During the year, total 
membership has increased from 5,194 to 5,407. These 
figures do not include 3,000 members of the Incor- 
porated Accountants! Students! Society, since they will 
not be formally admitted until their registration at the 
Institute bas been completed. 


Meetings and Lectures 


Besides the six general meetings held during the year — 
which included the President's meeting in Guildhall, 
when, after a short address by the Lord Mayor, Sir 
Edwin Herbert, K.B.E., LL.D., immediate Past President 
of the Law Society, addressed an audience of 700 
members — nine lecture courses were held. For the 
first time a special series of meetings was arranged to 
fill a whole day, primarily to help members who live 
so far away from the City that attendance at evening 
meetings causes a disproportionate loss of working 
time. Three hundred applications were received for 
the xoo places available. There were also two mechan- 
ized accounting courses and mock creditors' and com- 
pany meetings. 


A senior residential course on the same lines as in 
previous years was held in September at Corpus 
Christi College, Cambridge. For the first time a course 

was arranged for students in the earlier stages of their 
training. Held at University College, Oxford, and 
attended by 114 students, it proved to be very 


successful. 
Other Activities 


Other activities included visits to banks, the Courts 
and industrial undertakings. There was also a pro- 
gramme of fortnightly debates. 

The annual dinner at Grosvenor House was attended 
by the record number of 1,100 members and guests 
and so many applications were received for the annual 
dance at the Royal Festival Hall that it was decided to 
extend the dance to the foyer of the Hall. 

The four branches of the Society — in Bedfordshire, 
Chelmsford, mid-Surrey and Southend - once again 
continued their activities. 


‘Accounts 


The accounts for the year ended December 31st, 1957, 
show a deficit of £483 18: 6d compared with a surplus 
of £733 os od in 1956. The result, the report states, 
arises from the continuation of the conditions to which 
attention was drawn last year. The impact of inflation 
and the increase in the Society’s activities have brought 
about a substantial increase in costs during recent 
years. It has in the past been possible to meet this 
added burden because there has at the same time been 
a continuous expansion of membership. The rate ot 
expansion has, however, been diminishing and during 
the year under review expenditure has overtaken 
income. In making plans for the ensuing year, the 
committee have in mind the probable effects of 
integration and are budgeting for a surplus of income 
over expenditure in 1958. 

In seconding the adoption of the report and accounts, 
the Chairman of the Committee, Mr B. M. O’Regan, 
B.SC.(ECON.), drew attention to the principal events of 
the year; integration and the continued development 
of the Society's activities, especially the new week-end 
residential course for first-year students; the greatly 
improved library premises, and the new whole-day 
courses, all of which had led to increased support from 
students. The Society had not waited for completion 
of formal membership by Incorporated students but 
had welcomed them at once to all its activities and to 
the committee. 
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| 
Mr O'Regan referred to the deficit shown by the 
annual accounts and pointed out that its cause was the 


| increase of costs arising from monetary inflation and 


from the expansion both of the Society’s membership 
and of its activities. 

Summing up, he emphasized that 1957 had been a 
most successful and expansive year for the Society. 
1958 should see the full impact of integration upon its 
development. ` 

After questions, the meeting adopted the report and 
accounts. 
| Two Resolutions 


: 1 ‘he meeting then discussed a motion proposed by 


Mr C. A. Westwick, B.SC.(ECON.), A.C.A., in the following 

terms: 

| "This Society notes with regret the Committee’s 

- decision, announced in The Accountant for January 18th, 

, 1958, not to conduct a survey as requested by the society 

| at the annual general Vang Sur April 26th, 1957. 

| "This Society is a sovereign body, and so the Committee 
has no right to overrule the wishes of the members. 

| This society therefore resolves that the Committee 

| shall carry out the terms of the original resolution with 

! all deliberate speed.’ 


. Speakers in favour of the motion urged that if facts 


| about articled clerks’ experience, study leave, salaries 


and the interest taken by principals in their progress 
were known, steps could be taken by the Institute and 
by principals to improve the general standard of 
training for the profession and to give better informa- 
tion to potential articled clerks and their parents. 
They felt strongly that the Committee ought to have 
acted on last year's resolution. 

i Opposing speakers stated that adequate informa- 
tion was available at the Institute and that individual 
complaints ought to be made to principals and not to 
the Students’ Society. 

| The Chairman of the Committee pointed out that 
the 'sovereignty' of the Society was limited. It was a 
daughter society of the Institute and subject to the 
ápproval of the Council in regard to compulsory 
membership, subscriptions and its rules. The 1957 
raotion was much too vague to act upon. There were 
at least three possible interpretations. The Com- 
mittee felt that the Society already had all the informa- 
tion it needed to carry out its objects; that the present 
collected would be useless for future guidance, and 
that the proposer ought to have asked the District 
Society or the Institute to obtain the information 
he was seeking. 

. In fact the Committee had passed on the 1957 
resolution to the District Society. The whole matter 
had also been discussed at the conference of the 
Union of Students! Societies and had been passed to 
the Liaison Committee of that body for discussion with 


| the Council of the Institute. 'l'hat was the proper and 


nuthorized channel for such matters. 

| The Committee had also invited individually all 
interested members to return a postcard and to attend 
a meeting. Out of 5,000 members only 189 replied 
and only Go attended the meeting. The meeting itself 
was inconclusive and rather apathetic, It was quite 
clear from these facts that there was no substantial 
support to justify the proposed survey: If individual 
members had difficulties, they should come along to 
the Students’ Society and they would do what they 
could to help. 

|. On avote the motion was lost by asubstantial majority. 
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The President, Sir Harold Gillett, M.C., F.c.a., 
emphasized that there was direct access between 
articled clerks and the Council of the Institute through 
the Union of Students’ Societies and that the Council 
had its own Articled Clerks’ Committee. — . 

The meeting then passed a resolution proposed by 
Mr T. J. Miller: 

“That future programmes of lectures to be held by 

. this Society include lectures on examination subjects in 

pn Mr to those normally held on subjects for wider 

ucation.' 


Retirement of Sir Harold Gillett 
The President, Sir Harold Gillett, M.C., F.C.A., retired 


-at the end of six years’ service and had asked that his 


name be not put forward for re-election. In proposing 
Mr W. E. Parker, C.B.E., F.C.A., to succeed him, Mr 
O'Regan expressed the very lively thanks of the 
Society for all that Sir Harold had done for students 
and the Students’ Society during his period as Presi- 
dent. He said how much students appreciated the 
personal part which Sir Harold had taken in so many 
of the activities of the Society in spite of the heavy 
calls of his practice, his civic duties as alderman and 
Sheriff of the City of London and the anxiety he had 
suffered through Lady Gillett’s illness. On behalf of 
the Society he thanked both Sir Harold and Lady 
Gillett and he hoped that Lady Gillett’s health would 
soon be restored to their greater happiness. Mr W. E. 
Parker was unanimously elected President and he and 
Sir Harold Gillett briefly replied. 


Mr W. E. Parker, C.B.E., 
F.C,.A., the new President 
of the Students’ Society, 
is a partner in Price 
Waterhouse & Co, and a 
member of the Council of 
the Institute. De served as 
Chairman of the London 
and District Society of 
Chartered Accountants 
from 1956-57. 





The retiring Vice-Presidents, Mr W. G. Campbell, 
B.A., E.C.A, Mr Brian Manning, D.L., J.P., F.C.A., and 
Sir Thomas Robson, M.B.E., M.A., F.C.A., were re-elected 
and Mr J. A. Jackson, F.c.a., and Mr E. Kenneth 
Wright, M.A., F.C.A, were elected additional Vice- 
Presidents. 

In seconding the election of the new vice-presidents, 
Mr R. E. J. Fisher thanked Sir Russell Kettle, F.C.A., 
who had retired permanently, for the personal help 
and support he had given to the Society during the 
long period of his association with it. 

The following officers were elected: 

Hon. Treasurer: Mr R. P. Matthews, J.P., B.COM., 

F.C.A. 

Hon. Auditors: Mr H. O. H. Coulson, F.G.A., and Mr 

R. G. Leach, C.B.E., F.C.A. 

Members of the Committee: Messrs M. A. Anderson, 
B.8C.(ECON.), A.C.W.A., J. V. F. Crowther, A.C.A. R. E. J. 
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. Fisher, G. B. C. Hughes, B.A., A.C.A., Miss V. D. Jay- 
Messrs C. L. Llewellyn-Smith, L. C. McCracken 
and V. G. B. Walt. 


The meeting then adopted a number of amendments 
to the Society's rules including provisions to create 
temporary additional places on the Committee for 
members from the Incorporated Students’ Society, to 
exempt transferred members from entrance fee, to 
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waive subscriptions of transferred members for th 
first quarter of 1958, to provide for a poll of all mem 
bers and to increase the number required to requi 
sition a special general meeting and for quorum a 
committee and general meetings. 

The meeting ended with a very appreciative vote o 
thanks to Sir Harold Gillett and Mr Parker for thei 
happy conduct of a difficult meeting. 


Notes and Notices 


THE INSTITUTE'S AUTUMN MEETING. 


In connection with the autumn meeting of The 
Institute of Chartered Accountants in England and 
Wales which is to be held in London on October 2nd, 
3rd and 4th. next, we understand that some firms have 
been asking whether tickets could be interchangeable 
among the partners so that, for example, one partner 
could attend the reception 'and dance at the Festival 
Hall on the Thursday evening and another. partner 
the banquet at Grosvenor House on the Friday evening. 
We are informed by Mr C. J. M. Bennett, the Honorary 
Secretary of the Autumn Meeting Committee, that 
there would be no objection to arrangements on these 


lines. | 
PERSONAL 


Messrs M. P. FERNEYHOUGH & Co, Chartered 
Accountants, of Longton, Stoke-on-Trent, and Rugeley 
and Hednesford, Staffs, announce that as from April 
Ist, 1958, Mr T. B. GREEN, A.C.A., who has been 
associated with the firm since 1947, has been admitted 
as a partner. The name of the firm has been changed 
to STODDARD, GOODWIN & GREEN. 


Messrs J. PEARSON-GRIFFITHS, F.C.A., C. E. McLay, 
F.C.A., and BRIAN PEARSON-GRIFFITHS, A.C.A., announce 
that they have entered into partnership as and from 
April 6th, 1958. The practice will be carried on under 
the name of PEARSON-GRIFFITHS & McLay, Cadogan 
House, 12 West Bute Street, Cardiff. 


Messrs RowLAND Hatt & Co, Chartered Account- 
ants, of 44—46 Orsett Road, Grays, Essex, announce 
that Mr THOMAS CHRISTOPHER SHINER, A.C.A., who 
served his articles with the firm, has been admitted 
into partnership as from April 6th, 1958. 'T'he name of 
the firm will remain unchanged. 


Messrs Leech, Evans & Co, Chartered Accountants, 
of 45 Warwick Road, Coventry, and 3 South Place, 
Moorgate, London, EC2, announce that they have 
admitted into partnership as from May Ist, 1958, Mr 
R. B. BEATTIE, A.C.A., who for a number of years has 
been the manager of their London office. The name of 
the firm will remain uncbanged. 


Messrs BAKER, SUTTON & Co announce that as from 
May ist, 1958, Mr J. JEFFERY BAKER, F.C.A., a joint 
senior partner, retires from the firm to be free to devote 
himself to his company directorships; Mr LESLIE N. 
COOMBE, F.C.A., retires as a partner but will continue 
in an advisory capacity; and Mr Joun R. BAKER, A.C.A., 
is admitted as a partner. Mr JOHN R. BAKER is the son 
of Mr J. JEFFREY BAKER and served his articles with 
the firm. 


Messrs Harotp L. Moses & Co, Chartere 
Accountants, formerly of 77 Blandford Street, London 
Wi, announce that they have removed to new premise: 
at 141 Stamford Hill London, N16. Telephone 
Stamford Hill 8418. : 

Messrs SMITHSON, BLACKBURN & Co, of Atla 


‘Chambers, King Street, Leeds, announce that as fron 


March 31st, 1958, Mr FRANK HARTLEY has retired fron 
the partnership, and that they have taken into partner 
ship Mr JoHN S. BOLTON, A.C.A., as from April rat 
1958. 

Messrs CuLLEY & Co, of s Bank Plain, Norwich 
announce with regret that Mr R. C. SPICER, wh 
retired from the firm on December 31st, 1957, die 
on April 16th, aged 85 years. Mr Spicer became : 
member of The Society of Incorporated Accountant: 
in 1910, and was admitted to fellowship in 1915. H 
had been a partner in the firm since 1919. 

Messrs LANDAU, Mor.ey & Scott, of High Holborr 
House, 52/54 High Holborn, London, WC1, and a 
New York; Feltham, Middlesex; Ilford, Essex 
Brighton, Sussex; Clapham Junction, SWrr, anc 
Finchley Road, NW3, have pleasure in announcing 
that as from April sth, 1958, they have admitted twc 
members of their staff, Mr PETER SOWTER, A.A.C.C.A. 
and Mr BERNARD GARBACZ, A.C.A., a3 partners in thi 
firm. 


PROFESSIONAL NOTES 


Mr Leslie B. Prince, F.c.a., has been appointed : 
director of the reconstituted board of Clarence Gat 
Mansions Co Ltd. 

Mr J. M. Keyworth, J.P., A.C.A., has been appointec 
a director of Second Covent Garden Property Co Lt 
and Covent Garden Properties Co Ltd. Mr F. B 
Mellett, A.A.c.c.a., has succeeded him as secretary o 
both companies. 

Mr J. W. G. Collins, A.C.A., has been appointec 
assistant managing director of John Dale Ltd. 

Mr Derick Bolton, a.c.a., has been appointed : 
director of Clegg & Orr Ltd. 

Mr D. E. Bunce, A.C.A., secretary of James Booth & 
Co Ltd, has been appointed a special director of the 
company. 


OBITUARY 
SIR WILLIAM Lacon T'HRELFORD, M.B.E., F.C.A. 


We have learned with regret of the death last Monday 


of Sir William Lacon Threlford, M.B.E., F.C.A., formerly 
senior partner in the firm of W. Lacon Threlford & Co, 
Chartéred Accountants, of London. 

Born in 1885, Sir William was admitted an Associate 
of The Institute of Chartered Accountants in England 


rrr eee a PEN 


| 
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and Wales in 1908 and was elected a Fellow in 1913. 


We served in the Royal Navy in the First World War, 


being present at the bombardment of Ostend and 
Zeebrugge. ' 
^| Sir William was for long associated with the City of 
London and was a Sheriff of the City in 1932. He was 
presented with a gold chain and badge to be worn 
during his year of office, the badge being inscribed 
with a message from Lord Jellicoe, Admiral of the 
Grand Fleet, recording the fact that he was the first 
naval officer to be a Sheriff of the City. 

| He received the .M.B.E. in 1920 and became a 
knighit i in 1933. 


WILLIAM EAVES, F.C.A. 


| It is with deep regret that we announce the death of 


| 
| 
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Mr Wiliam Eaves, on April 22nd at the age of 
9o. He was a Past President of the Incorporated 
Accountants Society of Manchester and District, and 
had been in continuous practise from 19o1i up to the 
time of his death. He became a member of The Insti- 
ute of Chartered Accountants in England and Wales 
under the scheme of integration a few weeks ago. 

Mr Eaves was admitted an Associate of The Society 
of Incorporated Accountants in 1900 and was taken 
into partnership in the firm of Harry L. Price & Co, 
Incorporated Accountants, of Manchester; he was 
elected a Fellow of the Society i in 1912. Mr Eaves also 
practised on his own account at Tyldesley. 

| He was secretary of the Tyldesley Permanent Benefit 
Building Society from 1901 up to the time of his death. 
Three of his sons and three of his grandsons are 
chartered accountants. 


THE ASSOCIATION OF CERTIFIED 
| AND CORPORATE ACCOUNTANTS 
| .  PnESIDENT'S DINNER 
The President of The Association of Certified and 
Corporate Accountants, Mr A C. S. Meynell, gave 
a dinner last Monday at the Fishmongers’ Hall, 
London. The following guests were present: 


| Messrs W. G. Agnew, c.v.o. (Clerk to the Privy Council), 
5. W. Alexander (Editor, ‘Cit ess’), G. H. Andrew, C.B. 

econd Secretary, Board of Trade), W. O. Atkinson, M.B.E. 
President, The Institute of Municipal Treasurers and 
p xia A Arthur Bailey, 0.B.E., G. L. Barker (Member 
of Council), W. L. Barrows (Vice-President, The Institute 
óf Chartered Accountants in England and Wales), R. P. 
]aulkwill c.B.&. (The Public Trustee), Professor W. T. 
Baxter (Professor of Accountancy, University of London) 
Sir Hugh Beaver, K.B.R. (President, Federation of British 

ndustries), Messrs R. T. Bell, S. J. D. Berger, M.C. 

Director and Joint NEE The Institute of Cost and 

Works Accountants), J. Borsay d The Institute of 

Cost and Works Alfred Bossom, Bt., J.P., 
. (Chairman, Royal Society of. Arts). 

Mesara F. A. Callaby (Member of Council), V. R. Chennell 
Member of Council), L. F, Cheyney (Secretary, The Insti- 
tute of Municipal Treasurers and Accountants), W. M. Clarke 
Em Editor, ‘The Times’), His Honour Sir Brett Cloutman, 
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V.C, M.C, Q-C. (Senior Official Referee), Mr J. Cowen, 
CBE, Sir Cecil Crabbe (Chief Registrar, d eine of Friendly 
Societies), Messrs I. A. F. Craig, 0.3.2. (Assistant Secretary, 
The Institute of Chartered Accountants in England and 
Wales), Norman Crump (City Editor, ‘The Sunday Times’ 
C. R. M. Davidson (Assistant Secretary of the Association), 
R. Dawes (Member of Council), Derek du Pré ( Joint Secre- 
tary, The Institute of Cost and Works Accountants), Professot 
R. S. Edwards (Deputy Chairman, The Electricity Council). 
Mr C. G. Garrett-Holden, c.B.E., T.D. (Secretary, The 
Building Societies Association), Sir Robert Gransden, C.B.E. 
(Agent in Great Britain for the Northern red Government), 
Mr E. Greenhill (Member of Council), Sir Henry Hancock, 
K.C.B., K.B.E., C.M.G. (Chairman, SE Tato! Beveraa), 
Messrs E. G. Hardman (Pr The Chartered Institute 
aati J. E. Harris (Member of Council), J. H. Hills 
‘ouncil), Sir Christopher Hinton, K.B.E., F.R.S. 
desint Electricity Generating Board), Sir Oscar 
Cen aiman C Editor, ‘News Chronicle’), Mr E. Holt, Sir 
Harold Howat. G.B.E., D.8.0., M.C., Messrs W. G. Huggett, 
Percy F. Hughes (Editor, ‘Taxation’). 
^ Air Chief Marshal Sir Ronald Ivelaw-Chapman, G.C.B., 
K.B.E., D.F.C., A.F. e Messrs W. Jackson (Vice-President of 
the ), C. M. Jennings, Sydney C. Jones (Member 
of Council), Sir Lancelot Joynson-Hicks, BT., M.P., Messrs 
Douglas Kay (Member of Council), G G. É. Klingner (Presi- 
dent, The Institute of Chartered ‘Accountants in nan 


c.B.R. (President, The Institute of See 
ond Wales), Thomas Lister (Vice- 

Chartered 
e) Leo T. decer ditor, ' Accountancy), M. F. Mac- 
Cormac (Member of Council), E. H. V. McDougall (Secre- 
tary, The Institute of Chartered. Accountants of Sco ; 
A. J. McIntosh (Director, City of London College), A. 
Maclver, M.C. (Secretary, The Institute of Chartered 
Accountants in England and Wales), The Rt. Hon. Sir 
Reginald Manningham-Buller, P.C., Q.C., M.P. (Attorney- 
General), Messrs P. J. Mantle, c.m.c. (Assistant Secretary, 
Board of Trade), R. Yan Marshall (President, The Institute of 
Chartered Accountants of Scotland), The Rt. Hon, The 
Viscount Monckton, K.C.M.G., K.C.V.0., M.C., The Rt. Hon. 
and Rt. Rev. Henry Montgomery- Campbell, M.C., Lord 
Bishop of London, Mr C. D. Morley (Secretary, The Stock 
Exchange). 

" Vice-Admiral Sir Charles Norris, K.B.E. 
(Director, British Productivity Council), Ma E. x 'Offord, 
F. Cameron Osbourn, M.B.E. (Secretary of the Association), 
R. E. Palmer, The Rt. Hon. Lord Justice Parker, Messrs: 
F. A. Pester, J. F. UN OE O.B.E, (Secretary, The Chartered 
Institute of Secretaries), George Pollock, Q.c. (Director, 
British Em jd Confederation), Sir Richard Powell, 
BT., M.C. (Director-General, Institute of Directors), Messrs 
T. R. Powell (Member of Council), C. R. Preston. 

The Rt. Hon. Lord Radcliffe, SE SC, Measrg B. E. S. 
Rodgers (Member of Council), J 
George Schwartz (‘Sunday Times’), Sir Henry Self, K.C.B., 
K.C.M.G., ERR. (Chairman, Electricity Council), Mr J. R. 
Sparey (Assistant Secretary of the Association), Major- 
General Sir Edward Spears, K.B.E, C.B., M.C. (C 
SE Institute of Directors), Messrs E. Spencer (Member of 

, R J. W. Stacy, c.B. (Under-Secretary, Board of 


ada), e R. ry aie .P. dercher? of Council), W. E. M 
(M H. Taylor, M.c. R. 
'l'homson Cors Editor, Rd Dispatch"), N. R. Tribble. 





Telephone: Victoria 2002 (3 lines) 
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Messrs L. F. Vine, Arthur E. Webb (Editor, 
Accountant), Alderman Sir Frederick Wells, BT., M 
E. 'T. Westmacott, W. A. Whitehead (Member of Co 
Francis Whitmore (City Editor, ‘Daily Telegraph’ 
C. Reginald Willis (Editor, ‘Evening News’ ), Harold. Wilmot, 
C.B.E. (Chairman, British Institute of Management), C. F. 
Wilson, Frederick Wilson, 0.B.£., J.P. (Member of Council), 
KS Wilson (Chairman, Association of Scottish Chartered 
Accountants in London), C. F. Wood (President, Institute of 
Actuaries), Robert Wood (Hon. Secretary, Association of 
Scottish Chartered Accountants in London), Sir Richard 
Yeabsley, c.B.z. 

There were no formal speeches. The President 
informally welcomed the guests and Mr Lawson 
expressed appreciation on their behalf. During the 
evening, entertainment was provided by Mr Edward G. 
Love with 'Manipulative Card Magic'. 


INTERNATIONAL FISCAL ASSOCIATION 


A meeting of the United Kingdom Branch of the 
International Fiscal Association held on April a3rd at 
122 Leadenhall Street, London, EC3, under the chair- 
manship of Mr C. W. Aston, A.C.A., was addressed by 
Mr Kenneth Dibben, B.COM., A.C.A., and Mr Basil 
Taylor, members of the Bow Group, in connection 
with that Group's recent controversial pamphlet 
Taxation for Today. 

The meeting was well attended by members of the 
Branch and a number of guests were present. A lively 
discussion followed the main speech by Mr 'l'aylor 
who dealt with ‘The taxation of women’, a subject 
on which the International Fiscal Association have 
been asked to prepare a memorandum for submission 
to the Economic and Social Council of the United 
Nations. 

Miss H. G. S. Plunkett, a member of the United 
Kingdom Branch, who is preparing the United 
Kingdom contribution for the memorandum, was 
present at the meeting. The discussion on this subject 
absorbed the whole evening and an address on com- 
pany taxation by Mr Dibben and Mr Geoffrey Fox, 
A.C.A., had to be postponed until the next meeting of 
the Branch to be held in June. 


CONVERSION STOCK ISSUE 


The Treasury has announced that holders of 4 per 
cent Conversion Stock, 1957-58, of which £676 
million is outstanding, are to be offered exchange of 
their holdings into a new 41 per cent Conversion 
Stock, 1963, or a new 5} per cent Conversion Stock, 


1974. 

Holdings will be exchanged at par as on June 15th, 
1958, but a cash payment of £2 10s od will be made 
for each {100 nominal of 4 per cent Conversion 
Stock, 1957-58, tendered for exchange into 5} per 
cent Conversion Stock, 1974. 

Full particulars of the offer have been posted to 
holders; the offer will remain open until next Monday, 
May. sth. 


MOTOR —— FIRE —— CONSEQUENTIAL LOSS 


MOTOR UNIO 


May 3rd, 195! 


THE INSTITUTE OF MUNICIPAL 
. TREASURERS AND ACCOUNTANTS 


The Membership and. Constitution, 1958 of Th 
Institute of Municipal Treasurers and Accountants 
now published, records a total membership of 4,89: 
in addition to 315 honorary members and fellows. 

The total membership is comprised of 672 Fellows 
2,243 Associates, and 1,976 students, of whom 627 ar 
with public authorities, and 141 are overseas, th: 
majority of the members being with counties, count 
boroughs, non-county boroughs and urban districts. ` 
: The publication contains topographical and alpha 
betical lists of members and students, together with ar 
index to authorities and information about thi 
constitution. 


ACCOUNTANCY TUTOR HONOURED 


A small dinner party was held on Tuesday, April 2and 
to celebrate the seventieth birthday (which fell on th 
previous day) of Mr A. E. Langton, LL.B.(LOND.) 
F.C.A. In addition to the guest of honour, there wer 
present Mr H. A. R. J. Wilson, Mr W. W. Bigg, M 
C. C. Bigg, Mr L. J. Northcott, Mr K. S. Carmichae 
and Mr F. Thompson. 

Mr Langton has completed over forty years on th: 
staff of H. Foulks Lynch & Co Ltd, for a considerabl 
part of that time as a director of the company. He ha 
helped many thousands of candidates for the account 
ancy examinations and endeared himself to most o 
them by his enthusiastic teaching and kindly wit. H 
is still very actively engaged in the work, though hi 
lecturing is now confined to London. We hope that h 
may have many more happy years in the position h 
fills so well. 


THE ACCOUNTANTS’ CHRISTIAN 

FELLOWSHIP 
The monthly meeting for Bible reading and praye 
will be held at 6 p.m. on Monday next in the vestr 
of St Mary Woolnoth Church, King William Street 
EC3. The scripture for reading and thought will b 
St Luke, Chapter 9, verses 12 to 17 (he miracle of th 
meal for 5,000). 


PORTSMOUTH CHARTERED 
AGCOUNTANTS STUDENTS' SOCIETY 


At the seventh annual meeting of the Portsmouth an 
District Chartered Accountants Students’ Society 
the following officers and committee were elected fo 
the current year: 
President: Mr O. W. Horne, F.c.a, 
Chairman: Mr C. J. H. Everett. 
Vice-Chairman: Mr C. D. Torlesse. 
Committee: Messrs J. H. R. Clarke, A.C.A., M. Con 
F. Harfield, P. B. Rea. 
Hon. Secretary: Mr C. F. Poffley, c/o Edmonds & EE 
Pearl Buildings, Portsmouth. 
Hon. Auditor: Mr 1. Palmer. 
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An October Occasion 


T may seem inapposite to mention the autumn meeting of 
I» Institute of Chartered Accountants in England and 

Wales while still on the threshold of summer, but the list of 
London hotels which we give in this issue for the guidance of 
provincial members who will require such accommodation brings 
October sharply into focus. The need to book rooms well in 
advance in the metropolitan area is greater than ever it was and 
by making reservations now many hours of frustration on the eve 
of the meeting may be saved. 

On this occasion, it is the turn of the London and District 
Society to be hosts and the programme is one of brilliant promise. 
The subjects chosen for consideration at the business sessions are 
of perennial interest to the profession. The discussions on the 
roles of the accountant in practice and in industry will be led by 
two speakers expert not only in their respective spheres but also 
in the delicate art of addressing other experts, and the progress 
of tax reform will be reviewed by one of the acknowledged 
authorities in the profession in that particular field. The welcome 
by THE LORD Mayor or LONDON and the address by the PRESIDENT 
of the Institute at the opening session immediately after the 
service at St Paul's Cathedral will no doubt contribute much 
wisdom and not a little wit so that the standard of oratory and 
debate should be at a sustained level of excellence throughout. 

There are at least two other reasons why the autumn meeting 
should commend itself to members. One is that apart from the 
summer course where numbers are restricted and the proceedings 
are conducted in cloistered seclusion, this is the first major 
opportunity for the members of the enlarged Institute to fore- 
gather and exchange ideas on matters of professional importance, 
as well as to avail themselves of the excellent social programme in 
the company of the ladies who invariably grace, and enhance the 
enjoyment of, these autumn meetings. It was often advocated at 
the time that one of the principal advantages of the integration 
scheme would be the fusion of the Society's corporate élan with 
the stately and dignified conservatism of the Institute. Here, then, 
is an early opportunity to test the potentialities of the blend. 

The final contributory factor to the anticipated success of the 
meeting should be the setting. To many connoisseurs of London, 
October is the best month of the year. The morning mists which 
have not yet thickened to fog, the mellow golden afternoons 
and the incomparable river nocturnes will come as a revelation 
to those who mistakenly think that in the midst of so much 
dynamic activity there is never silence nor space nor time for 


quiet reflection. 
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The Institute’s Annual Meeting 


R W. H LAWSON, C.B.E., B.A., F.C.A., 
M had an eventful two years of office, 

one as the VICE-PRESIDENT and the other 
as the PRESIDENT of The Institute of Chartered 
Accountants in England and Wales. The high- 
light of this noteworthy period has been, of 
course, the coming into being of the integration 
scheme in the creation of which he personally 
played a considerable part. It was heartening to 
hear him say in his address at the seventy-seventh 
annual meeting of the Institute last Wednesday 
that already the scheme is bringing about a sense 
of unity in the profession which did not previously 
exist. The success of the Joint Standing Com- 
mittee must be the next objective and, as each of 
the three Institutes represented on it has amply 
demonstrated in the past that 1t has the interests 
of the profession as a whole constantly in mind, 
the venture should not fail for want of either 
co-operation or abundant common sense. 

The determination of the Council of the 
Institute to induce the young people of superior 
education and of good character to become char- 
tered accountants is reflected in the PRESIDENT'S 
remarks that consideration may be given to the 
suggestion that prospective entrants to the pro- 
fession should obtain the full benefits of sixth 
form study and obtain passes at the advanced 
. level in the General Certificate of Education 


examination. The facilities which the Counci 
provides in placing suitable entrants unde 
articles is a further practical manifestation of its 
intention that no one who possesses the righ’ 
attributes shall be denied entry to the professior 
and finally, at the other end of the scale, the main- 
tenance of an appointments register — constituting 
as it does a valuable liaison with prospective 
employers — rounds off what may fairly be callec 
a-comprehensive career service by the Institute 
to those fortunate enough to come within its orbit 

To keep these and a host of other vital activitie: 
going, requires an ample sufficiency of income 
and it could not have come as a surprise that, tc 
make ends overlap comfortably, the subscriptior 
rates would have to be increased. As if his term 
of office had not already been crowded witk 
incident, it fell to the PRESIDENT, in a supple- 
mentary speech at the special general meeting 
which followed. the annual meeting, to put for 
ward the reasons for the resolution. This he dic 
cogently and the adoption of the motion, un- 
palatable as it was, represented a vote of con- 
fidence in the Council's policy that a strong 
financial position is essential if the power anc 
prestige of the Institute are to be maintained. 

The meetings, full details of which were no 
available as we went to press, will be reportec 
in next week's issue. 


Finance Bill — II 


reading on Thursday but this has now 
been postponed until next Monday. 

It is proposed in this and subsequent articles 
to examine those provisions of the Bill which are 
likely to be of special interest to accountants. 'T'he 
first nine clauses deal with purchase tax and 
customs and excise; clauses ro and 11 deal with 
standard and surtax rates, and clauses 12 and 13 
with personal reliefs and initial allowances to 
which we referred in last week's issue. 


T Finance Bill was to have had its second 


Clause 14: Professional Subscriptions 
The more one studies the new provisions for 
Schedule E relief in respect of professional sub- 


scriptions, the more one realizes how vain is the 
hope that income tax law will ever become 
simpler. What was asked for on every side (except 
by the Inland Revenue) was a simple modificatior 
of the existing expenses rule so as to permit of : 
less rigid and anomalous situation. What has beer 
granted 1s avery minor specialized relief which wil 
cost very little, but which is nevertheless hedged 
about by ‘ifs’ and ‘buts’ covering nearly two pages 

Outside the quasi-statutory subscription: 
described in the Fifth Schedule, it is going to b: 
quite a feat to obtain any allowance at all. A: 
indicated last week, the body of persons to whict 
the subscription is paid must first be approved by 
the Inland Revenue; so presumably a separate 
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office will have to be set up to carry out this new 
task. The body of persons will have to satisfy 
that office that its objects are of the kind laid 
down in clause 14 (2), which we set out last week. 
Even so, if the activities 'are to a significant 
extent directed to other objects', the Inland 
Revenue can direct that only a specified part of 
the subcription is to be deductible. The taxpayer 
himself must satisfy the Inspector that the 
áctivities of an approved body to which he has 
paid his subscription are 'relevant' to his employ- 
ment, ie. that the performance of his duties is 
directly affected by the knowledge concerned or 
involves the exercise of the profession concerned. 
Obviously there is going to be scope for some 
hair-splitting arguments. 

. Approval of a professional body or learned 
society will not be once and for all. The Inland 
Revenue can withdraw it on a change of circum- 
stances. However, it seems that the withdrawal 
will not be retrospective, while approval can be, 
although of course there can be no allowance for 
a year earlier than 1958-59. 
| A body aggrieved by the refusal or withdrawal 
of approval, or by a restriction of the subscription 
allowable, has thirty days in which to appeal to 
the Special Commissioners. From them, either 
side can appeal on a point of law, by way of case 
stated to the High Court. 
| Clause 15 (1): Charities and Schedule A 
'One of the more recondite exemptions from 
Schedule A is that now contained in Section 
.X03 (1) (c) of the Income Tax Act, 1952, in favour 


of ‘any hospital, public school or almshouse, in 


respect of the public buildings, offices and 
|premises belonging thereto'. However, the relief 
is restricted, for the paragraph goes on to say 
rand so far as not occupied by any individual 


| | officer or the master thereof whose total income 


amounts to £150 or more, or by a person paying 
rent for the same’. It is a curious fact that the 
word ‘occupied’ here is not used in the ordinary 
income tax sense; it simply means 'used'. The 
, 150 limit was laid down in 1842 and it would 
' be interesting to find a public schoolmaster earn- 
| ing less than £150 nowadays. The limit is now 
, abolished by clause 15 (1). 
' A much more modern exemption is conferred 
! by Section 448 (1) of the Income Tax Act, 1952. 


. This re-enacts Section 30 of the Finance Act, 
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1921, which, inter alia, exempted property from 
Schedule A if it was owned and occupied by a 
charity, and also exempted land from Schedule B 
if occupied by a charity. In each case the exemp- 


. tion was withheld in respect of such part of the 


property as was ‘in the use and enjoyment’ of a 
person with a total income of £150 or more. The 
restriction was no doubt intended to keep the 
new relief in line with the 1842 relief despite the 
change in the value of money. This restriction, 
too, is now repealed. 


Clause 15 (2): Clergymen’s Houses 
One of the oddest provisions in the Income 'Tax 
Acts is Section 479 (3) of the Income Tax Act, 
1952, re-enacting Section 22 of the Finance Act, 
1919. It provides that where a minister of religion 
‘occupies’ a house rent-free by virtue of his office 
in such circumstances that the annual value does 
not form part of his annual income, i.e. in such 
circumstances that he does not ‘occupy’ it in the 
income sense, he can claim to have the annual 
value treated as his earned income. No doubt this 
section was passed with benevolent intent, but 
its result is to grant earned income relief to the 
body in whose service the minister lives in the 
house, which body is almost certainly exempt 
from income tax. Clause 15 (2) of the new Bill 
simply repeals Section 479 (3), which was 
probably never more than a draftsman’s mistake. 


Clause 16: Dividend Stripping 
Clause 16 extends the scope of Section 4 and the 
Third Schedule of the Finance (No. 2) Act, 1955, 
which are directed to nullifying the advantages of 
‘dividend stripping’ as indulged in by finance 
houses, charities, and approved superannuation 
funds. In the case of a finance house, the device 
basically is to acquire shares which are swollen 
with dividend (that potential dividend being 
reflected in the price), to take the dividend, and 


then to dispose of the shares and to obtain relief 


for the resulting somewhat artificial loss. A 
charity or approved superannuation fund does 
not incur any loss, notional or otherwise, it simply 
claims repayment of the tax deducted from the 
dividends. In either case, the person who disposed 
of the shares to the finance house or charity 
obtains the benefit, or some of the benefit, of the 
accrued profits without having to pay surtax on 
them. However, Section 4 does not tax him, it 


552 
taxes the person, be it finance house or charity, 
who paid him the inflated price. This makes the 
section particularly inappropriate for retro- 
spection, assuming that retrospection could 
otherwise be justified. 

"The extensions to Section 4 now contained in 
clause 16.are three. The first, which is clause 
16 (2), concerns the basic requirement that at least 
IO per cent of the shares of a particular class of 
ordinary shares shall have been acquired. For the 
purpose of determining whether the 10 per cent 
EE has been satisfied, Section 4 (3) 
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directed that shares acquired by another finance 
house, or another charity, as the case might be 
should be brought into account if the two were 
‘acting in concert’. This phrase has presented the 
Inland Revenue with difficulties of proof. 
Clause 16 (2) now expands it to 
‘the transactions in pursuance of which the acqui- 
sition was made were either transactions entered 
into by those persons acting in concert or trans- 
actions together comprised in any arrangement 
made by any person’, 


(To be continued.) 


Is this the p to the Dividend Problem? 


by N. K. MOUSLEY 


N an article entitled ‘Depreciation — and the 

integration of views on accounting for 

inflation’ published in The Accountant ‘of 
December 14th, 1957, the author stated that the 
difficulties are mariy and the proposed solutions 
few, and he conclüded with a reference to 'the 
distortions caused by a changing yardstick’. The 
present writer ventures to submit that the *yard- 
stick' is not changing and that all the difficulties 
referred to stem merely from the belief that it is. 
‘Surely the yardstick is annual replacement (or 


provision for replacement) of fixed assets, mot. 


cumulative: in other words the Inland Revenue 8 
outlook and practice. 

On this bàsis there is no distortion. jus a8, 
under an insured pension scheme, an annual 
payment of a sum related to the remuneration 
and years of service of all eligible employees 
ensures the relevant pension for each employee 
on retirement (whatever may, or may not, have 
been paid in respect of that particular employee), 
so, it is submitted, the requisite annual amount, 
either spent during the year or added to a fund 


for future replacement, should ensure the replace- 


ment of fixed assets, as required, irrespective of 
any adverse factor such as inflation. 

An investigation undertaken by the writer into 
the subject of company accounts and their 
presentation — undertaken, in the first place, 
solely for the purpose of endeavouring to make 
such presentation intelligible to the layman — has 
led through such a maze of beliefs, counter- 
beliefs, misconceptions and prejudices that he 
has come to the conclusion that the course to 
adopt is practically to go back to the beginning 
and start afresh. 


New Legislation Required 

For this purpose it would, of course, be necessary 
for the Companies Act to be amended. In the 
meantime, the opportunity could be taken to 
test certain theories and premises if the account- 
ancy profession — and industrialists ~ were willing 
to co-operate for this purpose: for, as with the 
1948 Companies Act, there would presumably be 
every possibility of much that was proposed by 
the accountancy profession becoming law. 

Firstly, all words and phrases in common use 
in accountancy should have one meaning only. 
Pending amendment to the Act to this effect, 
and particularly for the purposes of the present 
Act, it might be possible for some measure of 
agreement to be reached beforehand on a defini- 
tion of the word ‘profit’. 

This is a prime necessity if investors and their 
advisers are to be able to make proper compari- 
sons of the results of companies’ activities. The 
methods used by various companies to arrive at 
the ‘profit? vary to such an extent that it is 
practically impossible to make an accurate com- 
parison, even of figures ostensibly intended to be 
in the same category. It is an extraordinary feature 
of the Companies Act that, although it is very 
specific about disposition of profit, it is com- 
pletely reticent about both the nature of it and 
the way to arrive at it. 

Also, it is submitted, the information required 
by law to be furnished by the directors of a com- 
pany to its shareholders should be required by 
law to be presented in such manner that a share- 
holder of normal intelligence, with or without a 
knowledge of accounts, can be expected to 
understand it. Proposals for this have already 
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been advanced. The precise form to be used to 
give the desired result may still lie some distance 
ahead, but at least attempts to achieve greater 
clarity have been made and, in general, those 
attempts have been favourably received. 


| ‘Depreciation’ Misleading 

The difficulty with ‘depreciation’ could be over- 
come by dispensing with the word altogether. 
Under inflationary conditions, there may be no 
actual depreciation at all; for an asset, when sold, 
may be found to be worth more than was paid for 
it. “Wear and tear’, as the Inland Revenue used 
to call it, may be the more correct description. 

It is therefore suggested that depreciation’ 
should be dispensed with and statutory ‘capital 
and investment allowances’ be substituted. Irres- 
pective of whether, for taxation purposes, these 
allowances are substantial enough, they would at 
least be allowances determined for industry by 
an outside body, applying the same standards 
throughout, instead of by industry, applying 
varying standards. (Any further deductions neces- 
sary, in the view of the directors and the auditors, 
to show a ‘true and fair view’ of the position, 
would, of course, still be made, but separately. ) 
, Apart from other effects, this proposal has the 
advantage that as 'capital and investment allow- 
ances’ are actual allowances (as distinct from 
idepreciation', which is a ‘provision’), they might 
not have to be shown in the published áccounts 
at all, even as a note. This would eliminate all the 
controversy as to whether 'depreciation' should 


be deducted before striking a figure of trading 


profit, and would ensure that the figures could 
not be added back by anyone (financial writers 
and investment advisers, for instance) to arrive 
at some artificially inflated figure of so-called 
profit’ (or ‘trading profit’), to which may further 
be added back (and by some writers always is) 

amount — often substantial — representing 
‘directors’ emoluments’, by far the greater part 
of which may be, and frequently is, for whole- 
time, salaried service and is consequently a 
perfectly justifiable charge which in no circum- 
stances should be added back to give a still more 
lartificially inflated profit. 


| The Dividend Problem 


Another advantage of the proposal outlined is 
that it could make possible perhaps the greatest 
reform of all: the solution of the (ordinary) 
[m vidend problem. 

A common basis of ‘profit’ would make possible 
a common basis. of ‘equity’ to which to relate 
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the ordinary dividend. It is suggested that this 
figure could be termed the statutory or taxation 
equity, the actual equity (on the basis of the 
accounts) being described as the book equity. 

To ensure that the ‘statutory (or taxation) 
equity’ figure appeared in the accounts, it would, 
of course, be necessary for the assets values used 
— at any rate for the purpose of arriving at this 
equity figure —to accord with those employed by 
the Inland Revenue. This would naturally elimin- 
ate —from the figures at this stage — any addi- 
tional value arising from revaluation. But this 
additional value (if any) could, of course, be 
restored (by a final entry) prior to arriving at the 
total figure of net assets. 


New Basis of Declaring Dividends 


The provision of a common (however described) 
basis of ‘equity’ to which to relate the dividend 
on the ordinary shares as a percentage would 
have several advantages. Not only would all 
ordinary (as with preference) dividend rates be 
comparable, but the figure to which they were 
related would be one fixed for the directors (by 
statutory requirements) instead of by the directors. 
From the point of view of industrial relations this 
would be invaluable; moreover, at long last, 
dividend rates on ordinary shares would be 
realistic ones. 

Another advantage —again particularly from 
the point of view of industrial relations — would 
be that there could be no question of the issue of 
so-called ‘bonus’ or ‘free’ shares (which should 
preferably be known as ‘capitalization’ or 'con- 
version’ shares) giving any advantage to the 
recipient. As the dividend on ordinary shares 
would be declared as a percentage of an equity 
(instead of the par) value of the issued ordinary 
capital, creation of additional ordinary shares 
would merely serve to reduce the amount of 
dividend per share and the market figure of the 
share would be adjusted to conform. Conversion 
into preference shares could, if thought necessary, 
be debarred, although even this would similarly 
reduce the value of the issued ordinary shares. 

It is realized that there would be practical 
difficulties in adopting the proposals outlined, 
but it is believed that these are not insuperable. 
In view of the tremendous advantages that should 
ensue from solving the dividend problem (if this 
can be done), it is hoped that the proposals 
will receive earnest consideration. Shares of no 
par value are not the answer —at any rate from 
the standpoint of. industrial relations — as they 
are unacceptable to the unions. 
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The Internal Auditor and Profit-planning 


by M. B. T. DAVIES, C.P.A. 


rounded survey of the internal auditor’s role 

in the profit-planning function. It is rather 
intended to examine why he should get into this 
field at all, and ~ assuming he does — to explore a few 
of the more important areas which should interest 
him. 


T paper is not intended to provide a well- 


Should the Auditor Review Profit- 
planning Activities ? 


Let us start, then, by finding out whether this is a 
proper endeavour. The internal auditor's over-all 
objective, we are told. 

‘< . . is to assist all members of management in the 

effective discharge of their responsibilities'. 

Now is profit-planning a management responsi- 
bility? The stockholders cannot plan for profit, nor 
can the rank and file. It is essentially a management 
responsibility - and probably one of its most im- 
portant responsibilities. This does not mean that 
the internal auditor has to be a profit-planner. 
Internal auditing is a managerial control, which 
functions by measuring and evaluating the effective- 
ness of other controls. So the auditor's role is that 
of a reviewer. 

Looking at it from another angle, let us consider 
the relative importance of some of the controls. If 
the auditor finds that the petty cashier, who has a 
$1,000 balance, is allowed to disburse without the 
proper gei EE he will make an issue of it. But 
will he e an issue of the fact that the general 
sales manager is directing his sales programme without 
any predetermined sales targets or with a price 
policy that allows for indiscrimate price-cutting? 'The 
second matter is of infinitely greater importance as a 
bearing on profits, yet it is in a field that is just over 
the borderline of many internal auditors’ scope of 
review. The auditor who gets into this field provides 
a much greater protective and constructive service 
for his management. 

Let us assume, then, that the internal auditor's 
review of profit-planning is not only justified, but — 
even more —an essential part of his service. 


What Does Profit-planning Involve ? 


One of the simplest and clearest explanations of a 
management's responsibilities divides them into four 
functions: 
1) Decide what has to be done. 
3 Break it down into jobs. 
3) Assign the right people to do each job. 
(4) See that the jobs get done. 


A paper presented to the London Chapter of the Institute 
of Internal Auditors. 


operates at a 33 


Since profit-planning is a management responsibility 
it follows that it should be pursued according to this 
four-step programme. In what particular fields doe: 
the profit-planning activity extend? Here are a fev 
of them. 


(1) Budgeting 

Budgeting is the technique for planning one's futuri 
operations in numerical terms. It serves as a tool tc 
make sure that the proposed operations are feasibk 
and profitable. And it provides a yardstick fo 
measuring actual performance and for spotting 
exceptions. 


(2) Capttal expenditures 

Nearly every business has to invest in property 
plant and equipment. ‘Invest’ is a most misleading 
word, because what is regarded as an investment it 
nothing more than a long-range prepaid expense 
After allowing for salvage, capital expenditure: 
represent nothing more than prepaid depreciatior 
expense. But this very term ‘investment’ endow: 
them with a quality they do not possess. If we lock 
up too much money- or insufficient money —ir 
capital expenditures, the business will suffer. And 
because the amounts are normally so great, specia 
planning techniques are needed. 


(3) Taxes 

In a profitable corporate business, one of the mos 
significant items of expense is taxes. Taxes can b: 
regarded either as an uncontrollable expense, deduc 
tible from profits, or an expense which can be hek 
within bounds by judicious planning. If a busines: 
per cent profit, a saving of $1oc 
in income tax is equal to an additional sale of ovei 
$600. So taxation expense should be planned. 


(4) Financing 

Every business needs money as a basis for operating 
If there is insufficient money it may have to reduct 
the level of its activity, or it may lose the opportunity 
for gaining profitablé business. The conservation o: 
money, therefore, is an inherent part of profit 


planning. 


5) Cost reduction 

enever we can reduce costs, whether prime, 
indirect or general overhead, we create added profit: 
and put ourselves into a stronger competitive 
condition. Attention to the many and ever-present 
opportunities for cost reduction is again a functior 
of profit-planning. 


(6) Method improvement 

It has been said that the essence of successful 
competitive practice is to render one's competitors' 
products obsolete. This can be done either by product 
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development or by cost reduction, through method 
improvement, that gives one a -favourable price 
advantage. Unless we do this, we shall find that our 
competitors wil have rendered our own products 
obsolete. So we have to do it. 


(7) Internal auditing 

Finally, profit-planning techniques apply to the 
internal auditing activity itself. After all, there is 
only a limited number of auditing man-hours 
available. They have to be used to the greatest 
advantage of the organization. 

Here are seven points, then, to which the internal 
auditor may direct his attention. It is not our purpose 
to devote a detailed study to these points. Rather 
it 18 our intention to see how the internal auditor 
roay approach them. 


Budgeting: the Structure of Future 
Operations 


In reviewing the budgetary system, the auditor 
should i Inquire into such questions as these: 

' Does budgeting have the active and whole-hearted 
support of top management? Unless it does, it is 
hardly likely to succeed. 

_ Does every department participate in creating its 
own budget? This is the best way of gaining its 
Acceptance, 

Is budgeting used as a tool for comparing actual 
with projected performance and for examining 
significant deviations? 

. Is there an effective central point of co-ordination 
for the budgeting activity? 

| Are flexible budgets used, so that expense levels 
can be adjusted to meet changing sales volumes? 

. Are sales forecasts developed realistically, and are 


practical steps taken to see that they are met or . 


bettered? 

Is the budget reviewed and, where necessary, 
revised at relatively frequent intervals? 

Does the budget create a healthy cost-conscious- 
ness, or does it have an adverse effect on morale 
because it is enforced either too rigidly or too loosely? 
| Is the budgetary structure properly correlated, 
first with organizational responsibilities, and also with 
the chart of accounts? 
| Does the budget provide an additional check 
imechanism on accounting accuracy? 


Capital Expenditures: Prepaid 
| Depreciation Charges 


In auditing capital expenditures, the detailed checking 
jand substantiation of book entries should be relegated 
to a matter of relatively minor consideration. There 
are problems of greater import that should concern 
the internal auditor: 

| Is the total amount of capital expenditure planned 
‘at a rate that insures a healthy over-all corporate 
structure? (Historical and projected ratio trends 
| should be used in this connection.) 
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Are capital expenditure plans developed in con- 
junction with long-range planning - five, ten, twenty 
years ahead? 

Are plans re-examined periodically and i increasing 
attention given to short-term plans as the time rolls 


by? 


"e effective economic justifications required 
before any capital expenditure is authorized, and do 
these form a basis for considering relative priorities? 

Is each major project studied after it has been 
completed to determine whether the expected 
economies were actually achieved? 

Is the over-all capital expenditure programme so 
developed that it provides for balanced growth in all 
activities of the business? 


Taxes: a Field for Important Savings 


The profitability of any projected course of action is 
materially influenced by its tax aspects. Judicious 


- planning can in many cases result in a lower incidence 


of tax and produce substantial benefits. The auditor 
should be alert to the many opportunities in this area. 

. Is there a conscious and well-directed effort to 
engage in tax-planning — not only in the case of 
income taxes, but in the various SEI taxes susceptible 
to planning? - 

Are significant operations and contracts examined 
before they go into effect to see that a maximum tax 
shelter is provided? 

Is sufficient use made of the business's outside tax 
counsel?  . 

Are adequate safeguards taken to protect agsinst 


` tax penalties? 


Is an adequate review of current legal develop- 
ments made — either within the company or on its 
behalf? 

: Is full advantage taken of the many opportunities 
to provide tax-favoured compensation to employees? 

Is the accounting system developed in a manner 
adequate to prepare tax returns easily and produce 
data needed for tax-planning? 


Financing: the Conservation of Money 


The preservation of an adequate balance of money 
forms an essential part of profit-planning. This is the 
case whether or not the business encounters periods 
of temporary or prolonged financial stringency. Here 
are some examples of areas for examination by the 
auditor: 

Are cash-flow statements projected as a basis for 
financial planning? Are they developed as an integral 
part of the budgeting process? Are comparisons made 
at frequent intervals with the actual cash resources? 

Is a careful watch maintained on customers’ 
receivables, both as to the age of balances and the 
rate of turnover? 

Are inventory levels scientifically controlled — for 
raw materials, work in process and finished products? 
Are these levels held to a minimum compatible with 
purchasing lead time, continuity in the flow of pro- 
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duction, and adequate service of customer demands? 

Is borrowing conducted on the basis of planned 
cash-flow, and is adequate time provided to raise 
money on the most favourable terms? 

Is the dividend policy in line with cash needs, and 
are stock dividends resorted to, in appropriate cases, 
as a means of preserving working capital? 

Are ratios and trends plotted on a historical basis; 
are deviations studied; and are historical data used as 
a basis for projection in developing future plans? 


Cost Reduction: Basis for Operating 
Efficiency 


Unless there is a consistent drive to reduce costs, 
nothing can be more certain than their increase — to 
the detriment of over-all profitability. The need for 
reducing costs 18 a permanent one, in good times and 
bad. The auditor can play an important part in this 
effort. Among the many opportunities, here are some 
features to which he should give attention: 

Are incentives used for results achieved in reducing 
costs? 

Is a standard cost system in effect, and is it used 
intelligently as a basis for cost improvement? 

Is production scheduled on an economic basis, so 
that runs absorb set-up costs and other one-time 
costs on a minimum-per-unit basis? 

Is there a continuing effort to reduce transportation 
costs to a minimum — for inward costs, outward costs, 
and — a frequently overlooked feature — internal move- 
ments? 

Is purchasing based on the order of scientifically 
determined lots calculated to buy at the lowest cost 
after providing for the cost of administering and 
storing inventories? 

Is there an effective safety programme? 

Is the cost control programme properly correlated 

with organizational responsibilities? 

Is cost reduction built in as a major objective of 
research activities? 


Method Improvement: the Way to 
Greater Productivity 


Closely allied with cost reduction is the question of 
improving methods. While method improvement is 
often stimulated by the experience of people closely 
associated with the use of the methods concerned, 
opportunities are more generally developed through 
the efforts of people who are independent of that work. 
In an organization of any size there are three groups 
who may carry this responsibility: (1) industrial 
engineering; (2) research and development; and (3) 
systems and procedures. Their activities should be 
reviewed by the internal auditor in conjunction 
with his over-all review of profit-planning. 

Is the search for improved methods based on a 
specification of established needs, rather than a hap- 
hazard approach as different situations are en- 
countered? 
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Does the search for improvement spread over the 
entire operations of the organization? 

As improvements are developed and approved, is 
the budget adjusted accordingly? 

Are facilities available for the prompt transmissior 
of ideas to action centres so that attention can be 
given to them with a minimum of delay? 


Internal Auditing: Maximum Achieve- 
ment with Minimum Manpower 


The internal auditor’s task is one of making as broad 
as possible a review of controls at a minimum cos! 
in terms of work time. Adherence to a well-establishec 
plan may be the greatest obstacle toward the 
accomplishment of this end. And close attention tc 
well-defined audit procedures and manuals car 
create the most uneconomical type of auditing 
particularly when the organization has a smooth anc 
effective system of internal control. These thought: 
may be anathema to the auditor who adopts : 

conventional approach. But let us examine them. 

Is the over-all audit programme developed ir 
terms of broad areas of coverage, expressed in terms 
of man-days of work, and approved by top manage- 
ment? Unless this be done, how can management be 
assured that it is getting full value from the auditing 
activity? 

Are many features of the programme coverec 
regularly, year after year, or is the frequency o: 
examination varied according to experience anc 
established need? 

Is the extent of coverage and the depth o! 
penetration - in any particular field subjected tc 
frequent change based on the expected benefit to be 
gained by examination? 

Is the audit approach substantially switched from 
time to time so as to gain fresh viewpoints? 

Are steps taken to avoid unnecessary overlap witt 
the work done by the statutory auditors? 

Ia full use made of oral reporting techniques so a: 
to avoid the additional time spent in making writter 
reports? 

Are formal reports as brief as possible com. 
mensurate with the need for promoting action? 

Is adequate attention paid to on-the-job super- 
vision to protect against uneconomical audit time? 


Conclusion 


As your will see, profit-planning is an extensive field. 
We have explored only a few of its facets, and we have 
touched on them only in a superficial manner. The 
opportunities for the internal auditor in this fielc 
are enormous. His ability to produce constructive 
servicé to his management is virtually unlimited 
The clerical approach to auditing has to be relegated 
to a minor and subsidiary function; the manageria 
approach has to be emphasized and extended. I 
internal auditing is to be conducted as a form o: 
managerial control, the study of profit-planning i: 
an essential part of any audit programme. 
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Weekly Notes 


| The Accountant Awards for 1958 


Te Accountant Annual Awards, instituted in 1954, 
have become an established feature in the field of 
company reporting, and their influence in the marked 
unprovement of the published accounts of public 
companies in recent years is generally acknowledged. 

As announced elsewhere in this issue, the Awards 
for 1958 are to be made to the Peninsular and 
Griental Steam Navigation Company and to John 
Dale Ltd. The presentations will be made in June 
by Sir John Braithwaite, Chairman of the Council 
of the Stock Exchange, London. The Award for 

. & O. will be received by Sir William Currie, 
dB. E, chairman of the company, and Mr Robert 
Carr, M.P., chairman of John Dale Ltd, will receive 
the Award on behalf of his company. 


| New President of the Irish Institute 


] R JAMES WALKER, C.B.E., C.A., F.C.A., Was 
elected President of The Institute of Chartered 
Accountants in Ireland at the Institute's annual 
meeting held in Dublin 
on May 3rd (reported 
elsewhere in this issue). 
Mr Walker, who is a 
partner in the firm of 
Craig, Gardner & Co, 
Chartered Accountants, 
of Belfast and Dublin, 
was admitted to mem- 
bership of the Institute 
in 1934, having been a 
member of The Insti- 
tute of Accountants and 
Actuaries in Glasgow 
since 1921; he was 
elected to Fellowship 


| 

in 1934. Mr Walker is a past chairman of the Belfast 
Society of Chartered Accountants and was examiner 

of the Institute from 1949-51. He was co-opted to 

the Council in 1953 and was elected Vice-President 

in May 1957. 

| He is chairman of both the Electricity Board for 


Northern Ireland and of Maguire & Paterson 
Ltd, and a member of the Gees of the Ulster 
port Authority. 
| The new Vice-President of the Irish Institute is 
Mr David McCloy Watson, LL.B., F.C.A., who is also 
a EE in the firm of Craig, Gardner & Co. Mr 
Watson, who was co-opted to the Council in 1952, 
Deg admitted to Institute membership in 1928, and 
elected to Fellowship in 1949. He was the Institute 
iner from 1940-46 and joint auditor from 


em 
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The Irish Institute's Year . 


Ska report for 1957 of-the Council of The 
Institute of Chartered Accountants in Iteland 
records that membership of the Institute at: Decem- 
ber 318t, 1957, was 1,315, including 271 members 
admitted under the scheme of integration. This total 
represented an increase of 313 members during the 
year but does not take into account a further 79 
members of The Society of Incorporated Account- 
ants who have been admitted since the end of the 
ear. 

The Institute's income and expenditure account for 
1957 showed a deficit of £79 as compared with a deficit 
in 1956 of £88. At December 31st, 1957, the accumu- 
lated fund stood at £5,526. 

The report of the committee appointed in 1956 
to review the Institute’s examination system was 
approved in principle by the Council in May 1957. 
The principal recommendation of the committee 
provides for yearly examinations in place of the 
existing Intermediate and Final examinations and 
amendment of the bye-laws will, the report states, 
be necessary to give effect to this and to other 
proposed changes. 

The committee’s terms of reference were also 
extended to cover various matters relating to the 
recruitment, education and training of articled clerks. 
A supplementary report by the committee on these 
additional matters is at present under consideration. 

A report of the annual meeting of the Institute 
appears elsewhere in this issue. 


Transatlantic Opinions 


ECAUSE so many people believed that any 

financial statement prepared by a certified public 
accountant could be relied upon to be fair, the 
American Institute of Certified Public Accountants 
issued in 1949 Statement on Auditing Procedures 
No. 23 which encouraged auditors to express an 
opinion or specifically disclaim an opinion on all 
statements bearing their signature. Despite the 
cautionary note sounded on that occasion, some 
certified public accountants have since continued to 
produce reports which have all the appearance of 
authoritative statements but which are innocent of 
any expressed opinion as to their fairness or 
otherwise. 

To protect bankers and other potential lenders in 
these circumstances, the American Institute has just 
taken the more positive step of promulgating a new 
rule of professional ethics to the effect that members 
must refrain from allowing their names to be associ- 
ated with financial statements which do not contain 
either an opinion or a clearly worded disclaimer of 
opinion as to the fairness of the information conveyed 
by the statement. It further provides that unaudited 
statements, presented without comment, on a 
member’s stationery or bound in his report covers, 
should be marked on each page that they have not 
been audited. Those members who violate the new 
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rule will be liable to suspension or expulsion from the 
Institute. 

The Council of The Institute of Chartered 
Accountants i in England and Wales issued in 1955 a 
statement on the wording of reporte on accounts of 
sole traders and partnerships which shows that, 
allowing for the differences 1n the legislatures of the 
respective countries, the views of the two Institutes 
on this subject coincide closely.1 The cardinal point 
made by the Council was that accountants should 
indicate the significance of their association with 
every set of accounts prepared or audited for clients 
who were not subject to statutory requirements in 
this respect. The Council deprecated the practice 


adopted by some accountants of issuing accounts . 


without a certificate in folders imprinted with their 
name and qualification. 


Brussels Exhibition Accounting 
Conference 


HE ‘Journées de la Comptabilité! to be held in 
Brussels from May 17th-2oth, are a contribution 


el f to the th E e? , 
by the Belgian accountancy profession to the theme of:. Industrial Injuries Acts would require amending 


the International Exhibition, now in progress, which 
is ‘to present a synthesis of the spiritual and material 
riches of a world in‘ full evolution’. The conference 
is being organized by the Union National des 
Professionels de la Comptabilité Brussels, under the 
patronage of the College National des Experts 
Comptables de Belgique, and will be an official 
part of the Exhibition manifestations. — 

Its aim will be to study scientific, technological 
and economic problems ‘which affect accountancy, 
and to try to reveal the main trends of today’s effort 


of expansion, re-equipment and international co-. 


operation, to which the accountant contributes. 


There will be two working groups, one of which - 


will deal with the subject of "The accountant's role 
in the economy', and the other with "The accountant 
in the service of productivity’. Besides the business 
session, the conference will include a tour of 
Brussels, a reception at The Hotel de Ville, a banquet 


and an organized tour of the Exhibition. All partici-" 


pants will receive a commemorative medal and, in 
. due course, a volume containing a report of the pro- 
ceedings of the conference. 


National Insurance: Appeal Procedure 


ERTAIN of the recommendations of the Com-- 


mittee on Administrative Tribunals (the Franks 
Committee) have given rise to new regulations? by the 


1 See The Accountant for May 28th, 1955. 
*The National Insurance (Determination of Claims and 
Questions) Amendment Regulations, 1958 (S.l. 1958 
No. 701), price 3d; and The National Insurance (Industrial 
juries) (Determination of Claims and Questions) Amend- 
ment Regulations, 1958 (S.I. 1958, No. 702), price 3d. 
"The National Assistance (Appeals Tribunals) Amend- 
ment Rules Confirmation Instrument, 1958 (S.I. 1958, 
No. 714), price 4d. 
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Minister of Pensions and National Insurance which 
amend the procedure fot: deciding appeals on claims 
for benefits under the National Insurance and the 
National Insurance (Industrial Injuries) Acts. As 
a result, all restrictions on the legal representation of 
claimants and the Ministry before local tribunals are 
withdrawn. Persons entitled to be heard may call 
their own witnesses, and question witnesses directly. 
The National Assistance Board have also made new 
rules? under which applicants for national assistance 
and non-contributory old age pensions may be 
legally represented before the Appeal Tribunals. 


As regards claims under the National Insurance 
Acts only, there will be right of appeal to the Com- 
missioner against local tribunal decisions without 
leave having to be obtained. Hearings of local 
tribunals and oral hearings of the Commissioner will 
be held in public in the future, unless the chairman 
or the Commissioner considers that intimate personal 
or financial circumstances may have to be disclosed, 
or that questions of public security. are involved. 


These changes are all greatly to be welcomed. Auto- 
matic right of appeal from local tribunals under the 


legislation for which there is no time in the present 
session (Hansard, April 21st, Col. 593). 


War Damage Value Payments Taxable 


HE decision of the House of Lords in London 

Investment and Mortgage Co Ltd v. Worthington 
(The Times, April 25th, 1958), has highlighted a 
truly remarkable anomaly produced by the some- 
what peculiar drafting of Section 28 of the War 
Damage (Public Utility Undertakings, etc.) Act, 1949. 
The appellant company is a dealer in property. Some 
of the properties constituting its stock-in-trade were 
destroyed in the war and the company received value 
payments. It appealed against the inclusion of these 
value payments in its taxable receipts, on the ground 
that Section 28 of the 1949 Act (retrospectively 
replacing Section 113 of the War Damage-Act, 1943) 
prohibited the company from deducting the cost of 
rebuilding the premises. This argument found favour 
with Mr Justice Upjohn (35 A.T.C. 244), but his 
judgment was reversed by the Court of Appeal (35 
ATC 421) on the ground that this was reading too 
much into Section 28. It was clear that the draftsman 
had overlooked the fact that a value payment might 
constitute a trading receipt, but that was no reason 
for reading something into the section which was not 
there. The House of Lords has now affirmed this 
decision of the Court of Appeal. 


What makes the matter more unsatisfactory i is the 
admission on behalf of the Inland Revenue that where 
a cost of works payment, instead of a value payment, 
is received by a property-dealer, he is allowed to 
exclude it from his taxable receipts. It is very difficult 
to understand how the draftsman of the War Damage 
Acts could so overlook the simple fact that Some 
people trade in properties. 


+ 


May 10th, 1958 
] 


Ten Years of O.E.E.C. 


i is now ten years since the Organization for 
A European Economic Co-operation was established. 
T t has thrived to an extent which even its most 
optimistic supporters in the early days would hardly 
have believed possible. Good fortune in the form of a 
period of economic expansion has helped this council 
of seventeen countries which now has a secretariat 
of 700 in Paris and draws its strength from the 
frequent meetings which the Council of Ministers 
have held over the years to hammer out on an ad hoc 
basis some basic, common approach to the economic 
problems of Western Europe. 

' It is in the economic field that the O.E.E.C. has 
achieved its most spectacular results. Along with its 


Subsidiary organization, the European Payments 
. Union, it has carried out a progressive liberalization 


of Western European trade and has played an im- 
portant part in creating an economic climate in which 
the Coal, Iron and Steel Community of Western 
Europe could be evolved and later the European 


. Economic Community. For the same reasons it is the 
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focal and negotiating point for the proposed Free 
Trade Area. Its specialist committees and organiza- 
tion have achieved much less publicity but they have 
provided a valuable and growing service in the 
exchange of information and ideas on economic, 
EE social welfare and technical prob- 
ems, | 

| Its unobtrusive growth on this ad hoc basis has 
been a British rather than a Continental concept. 
Although by some standards it is an untidy idea and a 
political patchwork, it has worked with outstanding 
Success within the framework which is allowed to it. 
The next few years are going to be a testing time. The 
future of the free trade area now hangs in the 
balance and it is the Council of Ministers of O.E.E.C. 
which is responsible for the negotiations. The success 
or failure of the F.T.A. idea may therefore represent 
an outstanding achievement for O.E.E.C. or a point 
of time at which O.E.E.C.s influence began to 
decline. Whatever may be the future of the Organiza- 
tion, it can always be said of it that it has worked 
successfully to bring about a closer integration in 
Western Europe and that is a very big achieve- 
raent, 


! United States Gold Losses 
| N the United States, since the beginning of this 
year, gold losses have reached $729 million, which 
is very close to the amount gained in the whole of 
1957. | 
1 Tis complete reversal of the flow of gold since 
last year comes as a surprise, at least to those who 
have not day-to-day access to operations in the 
foreign exchange markets and between the central 
banks. It would appear that a number of factors have 
been responsible for the change. In the first place, the 
American recession has not yet brought an improve- 
ment in the value of United States exports relative to 
imports and the United States has been making 
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political loans, especially in the Far East. It would also 
appear, however, that a number of countries have 
ecided to decrease their dollar balances and increase 
their gold holdings. 
In a time of American recession and when there is 
a good deal of talk about the need to increase inter- 
national liquidity, it is perhaps not surprising that 
gold is preferred to dollars. Earlier this year there 
was a good deal of discussion about the imperative 
need for the United States to help improve inter- 
national liquidity by agreeing to an increase in the 
price of gold. If the present outflow from America 
continues, the issues so far as the United States is 
concerned will become somewhat different. Instead 
of the argument being about improving the distri- 
bution of the world supplies of gold, it will become 
much more a matter of self-interest on the other side 
of the Atlantic. On the one hand the outflow will 
reduce the persuasiveness in America of the argument 
to increase the price of gold so that the supply from - 
the mining industry can percolate through to those 
countries which are short of the metal. On the other 
hand, the more the Americans have to surrender in 
the way of gold the greater will be the attractiveness 
from this limited point of view of raising the price, 
since they will have to sell less gold to meet the 
demand from those who wish to switch from foreign 
exchange. In short, less gold would do more work. 


Payment by Results 

HE latest analysis issued by the Ministry of 
Labour on the number of concerns operating 
payment by results systems shows a change of trend. 
Since before the war there has been an upward move- 
ment in the number of workers paid under such 
systems but the proportion went down somewhat 
between 1955 and 1957. 

The decline is a small one, from 32 to 31 per cent, 
but it is apparent that the change has taken place 
mainly within large organizations. It has been 
apparent for some time that some larger employers 
prefer to pay high time rates rather than to relate 
earnings directly to output. 

It would be wrong to read too much into such a 
small change of trend. It may be observed, however, 
that payment by results appears to have become 
rather less popular although the popularity of work- 
study in British industry shows no sign of decreasing. 
Superficially, this would suggest that work-study is no 
longer being employed solely as a method. of putting 
in bonus incentive schemes and if this is so work- 
study engineers will be among the first to welcome 
the change of emphasis. It is not that they dislike 
bonus incentive schemes, quite the reverse, but they 
are rightly anxious that work-study should be judged 
on a much wider application to industry than the 
increase in employees’ pay packets. Good work-study 
can be done with big advantages to both sides of 
industry without it necessarily involving the intro- 
duction of bonus schemes. 
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Finance and Commerce 


Mainly Meters 


NE of the most interesting annual publications 

we have seen recently comes from Parkinson & 
Cowan Ltd, whose 1957 accounts form this week's 
reprint. The group is one of the biggest producers of 
meters for gas, electricity, water —in fact for measur- 
ing practically anything which will flow through a 
pipe. At the same time, there is a limit to what can be 
easily measured by meter and on the short list of the 
‘difficult’ are given super corrosives, molten metals 
and, rather oddly, Irish stew for ing. 

Many companies combine their accounts, chair- 
man's statement and pictorial review of the business 
into one volume. In this case, the three are separate 
which enables the pictorial review to be used more 
readily as. publicity material. The review is fascinating 
in its description of how the meters work and what 
they can be made to do in addition to measuring. 

It also explains why the company is in the leather 
industry through the Metropolitan Leather Co Ltd. 
We learn that leather is indispensable in gas meters 
and to keep its quality under control, the company 
bought its own tannery where the raw material for 
meters comes from the hill sheep of Madras. From 
meters, the business has expanded into electrical 
control and instrumentation, into radiant heat and 
home equipment, such as gas cookers, washing 
machines, etc. 

The board, in recent years, has been progressively 
integrating the administration. The number of 


SUMMARISED STATEMENT OF GROUP ACCOUNTS 


Fixed Assets 
Current Assets, Not 


Investments 
Debenture Stock 


Preference Stock $2 sa 
Ordinary Stockholders’ interest 


Represented by: 
Ordinary Stock issued 
Reserves and undivided profit. 


less Goodwill .. 


Book value of each £1 Ordinary Stock excluding the value of Goodwill 
EARNINGS 


Propi antar alt.) all Meise Including Distribution 


Apprepusmed as follows: 
Klends, fess tax T 
Retained ín the business 


management units has been reduced and the account- 
ing practices of the several components of the group 
unified. The time has now come when the board 
feels it desirable to integrate the audit now conducted 
by three separate firms. The firm chosen to take over 
the whole audit is the one having the longest associa- 
tion with the group and which is already familiar 
with work representing half the group turnover. 


Stock Losses 


R W. G. A. RUSSELL, F.c.a., in his statement 

as chairman of Glynwed 'l'ubes Ltd, gives an 
adjusted profit statement to show the trend of norma! 
profits and the influence on them of the wide changes 
in metal prices in recent years. Normal trading in 
1957, the year under review, produced a profit of 
£1,256,829 but there was a ‘windfall’ loss of £178,391 
due to the fall in metal prices; net profit in the 
accounts is thus £1,078,438. Normal profit in 1956 
was £1,366,770; the loss was £148,000. In 1955, 
normal trading produced {1,171,406 to which was 
added a ‘windfall’ profit of £172,500, and in 1954 the 
normal profit was £1,105,953 and ‘windfall’ profit 
£75,000. 

Mr Russell refers to the disturbance in markets for 
copper and lead due to a continuous and heavy 
decline in prices. Copper fell {gr a ton in the year 
and lead fell by £34 a ton. Against the losses on 
stocks of £178,391, the company had available a 


3st - 
1951 1952 1953 1954 1955 1956 1957 
CO £'000 £'000 £'000 £'000 £'000 £.^000 
679 737 806 859 893 776 705 
1,17. 1084. 1,096 1258. 1122. 1,338. 1,456 
124. 124 129 129 102 65 65 
1,920 1945 2,00! 2246 2117 2,79 2,226 
223 210 196 30€ 
1697 1,735 1,835 1864 1,76! 1,851 1,926 
486 486 486 486 486 
1,211 11249. 1,349. 1,378. 12/5. 1,365 ^ 1440 
749 749 749 749 749 749 749 
463 502 606 633 5 ó 695 
1212. — 125i 1,255. 1,982. 1279 1,369 ,444 
2 b 4 4 4 
1,211 1,249 1349 1,378 1,275 1,365 1,440 
32/4 33/4 36/- 36/10 34j- 36/5 38/5 
£'000 J£'00  £'00 Coon Co  £'00  £'00 
153 88 158 104 * 4l 147 132 
(Loss) 

54 50 56 E 41 58 
eg 38 102 48 —82 89 74 
153 88 158 104 41 147 132 

ed (Loss) 
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. Stock reserve of £99,500 which has been 


ought into profit and loss account as an 
addition to the opening item of £1,078,438. 
! Stock reserves of £247,500 created in 1954 


| end 1955 have now been fully utilized, Mr 


i 
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H 
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Russell points out, and any losses occurring 


| after 1957 will fall to be met out of current 
| profits. On March 27th, 1957, he continues, 


copper was {178 per ton and lead £75 and 
n the basis of these prices, the stock losses 
for the first three months of 1958 come to 
approximately £27,000. 

If prices recover, consideration will be 
given to creating a stock reserve again, and 
while some further drift in prices cannot be 
ruled out, any further major decline is 
fhought to be unlikely. What is perhaps 


| more important, says Mr Russell, is that for 


fhe first time since the war, copper pro- 
ducers are in a position to increase their out- 
put quickly if demand expands and this 
Should tend to keep prices more stable. 


Another Case 


| SIMILAR view of the future for copper 
£ Land lead prices is taken by Mr H. J. 
Randall, chairman of Enfield Cables Ltd. 
In this case, the fall in prices has affected the 


i 


extent of a substantial recovery in business 
results. 

! In his statement last year, Mr Randall 
looked forward to an improvement in the 
1957 profits, and the group profit before tax 
is up from £12,105 to £90,670. But the im- 
provement is even more marked, he says, if 
One segregates the results into two cate- 
ories; profit from making and selling cables, 
and losses sustained through the severe fall 
in commodity prices. These losses amounted 
to £85,000 in 1956 and to £130,000 in 1957, 
80 that the profit from cable making in 1957 
rose from £97,000 to £220,000. | 

' Mr Randall emphasizes that there is no 
element of speculation in these commodity 
price losses. They arise because many cables 
have to be made for stock and a fall in price 
occurs between the purchase of the raw 
materials and the sale of the cables. Every-. 
thing is done, he adds, to mitigate losses by 
careful buying and stock control, but the 
only way to eliminate them would be to have 
no stocks to sell and that, through lack of 
sales, would entail far greater losses. 


| 


Gestetner , : 
W YESTETNER LTD, the company which 


makes the well-known duplicating and 
office machinery, closed its books on March 
goth. A fortnight later, the auditors and the 


directors signed their reports and shortly 
after, the report and accounts, reproduced by 


i 
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. BALANCE SHEETS AT Aler DECHMBER, 1957 


PARKINSON & COWAN LTD. ONLY 
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H. P. BARKER 
A. GORDON J Directors. 


The notes [reproduced on page 561] form part of these accounts. 
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the Gestetner ‘Photoscope’ process, became available. reproduces its own accounts by its own process. Or 
Such speed in the production of accounts deserves does the urge proceed from the company having as its 

commendation. All too often, shareholders are called financial adviser, Sir Alan Rae Smith, K.B.E., F.C.A. 

to company meetings to consider the results of the | 

Ee past. It would be interesting to Next Week's Reprint 

know whether such prompt publication of accounts The accounts of Harrods (Buenos Aires) Ltd will form 

may be attributed to the fact that the company the subject of our reprint in next week's issue. 


NOTES ON THE ACCOUNTS 


PARKINSON & COWAN LTD. ONLY l PARKINSON & COWAN GROUP CONSOLIDATED 


1956 1957 1957 1956 
£ £ £ £ £ £ 
Note | 
Fixed Assets 


At cost De Net Book Value at 3lst December, 1946, plus sub- 
et additions at cost, fess disposals): 





















































100,706 95,840 hold Land and Bulldings ie "S Sch .. . 801,424 308,236 
82,006 84,231 Leasehold Land and Buildings. . gi m 86,839 84,614 
161,973 174,333 Plant, Machinery, Tools, Fittings, Vehicles, ete .. .. 11,365,206 1,353,360 
344,685 354,404 ———— 1,253,469. —————— 1,746,210 
118,252 140,847 less: Depreciation .. ced A e Ke vs ke 1,048,670 970,077 
£226,433 £213,557 Not Value per Balance Sheet E ae vs E ae £704,799 £776,133 
Note 2 
Goodwill and Patents 
This represants the cost of Goodwill and Patents fess amounts 
written off, including In tha case of the Consolidated figures, 
the excess of the cost of Shares In Subsidiary Companies over 
the book value of the net assets at the date of acquisition of 
the shares. 
Note 3 
Investments 
£2,909 £2,909 aust 2 is Ss T "S Sa si .. £64,585 £64,585 
(£2,989) (£2,961) Value, 31st December, 1957 x A gg .. £135,763) (£167,332) 
"ée : Debenture Stock ae ured): 
er cent, re ato SOC 
441,650 441,650 Amo unt issued ? ea on .. 441,650 441,650 
113,230, 141,730 Lass: Redeemed to dato — .. ja Di D B eg 141,730 113,230 
-—— £328,420 £299,920 ———— £299,920 £328,420 
Note 5 
Capital —Authorisad 
600,000 600,000 600,000 7 per cent. Cumulative Preference Shares of £1 each 
900,000 900,000 900,000 Ordinary Shares of £I each 
£1,500,000  — —— £1,500,000 THE ISSUED ITAL HAS BEEN CONVERTED INTO STOCK 
—Ma— AND IS TRANSFERABLE IN UNITS OF £l. 
Note 6 
Resarves— Revenue 
187,794 237,794 General Reserve as at 3íst December, 1956 .. T. .. 237,794 187,794 
50,000 40,000 Add: Transfer from Profit and Loss Account. .. Ré xx 40,000 f 
—— 237,794 277,794 277,794 237,794 
Reserve arising from Redemption of Debenture Stock as at 3ist l 
133,855 161,455 December, 1956 .. em 161,455 133,855 
27,600 28,500 Add: Increment In respect of'Stock redeamed during 1957. .. 28,500 27,600 - 
em Lie) 189,955 ———— 189,955 ——————  . 161,455 
4,630 4,630 - Investment Raserve—Subsidlary Companyst3 fst December, 1956 
f 3,250 25955 Add: Surpius on liquidation of overseas subsidiary 
17,401 25,395 U nappropiiiced Profit us at 3lst December, ien ba .. 220,565 207,952 
7,994 3,245 Add: Retained from this year's profits s Wi 6,69| 12,613 
— 25,395 28,640 —————— 227156 ————— ë 220,565 
£429,274 £504,269 £695,005 £619,814 














CONSOLIDATED BALANCE SHEET 
Note 7. Capital commitments totalling approximately £108,546 not provided for in these accounts relate to Works additions and to purchase of 
Plant and Equipment. 
Note B. Overseas currencles incorporated In these accounts have been eanyerved on tha SE pises: j 
New Zealand and SR African currencies .. ee sa a i» De sä we "M £100 per £100 sterling 


Australian curren V sh TM we £125 per £100 sterling. 
Note 9, No provision for deprecation has boen mado on certain freehold and leasehold lands. 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 








Note 10. Directors’ Emoluments £ . 

Foes Gs us ux D gë T i v Ka vk 1,054 
Salaries and Pension Fund Contributions xd e gen e 2 Si e" .. 23,345 
Past Directors’ Retiring Allowances for services as Directors Déi sa i e - 1,865 

£26,264 
Paid by Holding Company es T Re - Ms xe Ge à vs a m .. 20,337 
Paid by Subsidiary Companies .. s ae ee es vs 25 Z : »ü e. Deer 

£26,264 


HOLDING COMPANY BALANCE SHEET 
Note 1I, The Company is Comer. liable for £75 In res x of Uncalled Capital on its investment In a Subsidiary Company. 
Note 12, eroi domm Hanes totalling approximately 768 not provided for in these accounts relate to Works additions and to purchase of 
ant and Equipment, ' 


Note 13, No provision for deprectacion has bean made on certain freehold and leasehold lands. 


| 
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CITY NOTES 


HE result achieved by the 'T'reasury's operation 
for converting the maturing 4 per cent Conversion 
Stock means another success for the authorities in 


MÀ mmm 


| 


their policy of making full use of market conditions . 


for funding and other operations. Of the £676 
million of the maturing stock, £650 million has been 
converted either into the 4$ per cent 1963 Conversion 
issue or into the 54 per cent 1974 stock. 

An early resumption of colonial, county and 
corporation borrowing on the market is likely now 

at the major conversion operation is out of the way. 
"The Birmingham Corporation is expected to use the 
market before long. 

Industrial new issue activity continues at a high 
level and has been dominated this past week by the 
£10 million loan stock offer by Gallaher. New issues 
foreshadowed during the week have included an 
unexpected £3 million Debenture offer by the 
Pressed Steel Co. 

Industrial company news continues to be satis- 
factory but the stock-markets remain clouded by 
political and labour doubts. These doubts have re- 
exerted pressure on the markets at a time when there 
is some indication that the American recession might 
| e levelling off. 

The London market might well draw more benefit 
than New York from signs of American re-expansion. 
Wall Street industrial share prices are probably too 
high i in relation to current and anticipated earnings. 
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RATES AND PRICES 
Closing prices, Wednesday, May 7th, 1958 


Bank Rate 
Sept. 17, 1953 38% Feb. 16, 1956 54% 
May 13, 1954 14 Feb. 7, 1957 5% 
Jan. 27, 1955 34% Sept. 19, 1957 1% 
Feb. 24, 1955 44% Mar. zo, 1958 695 
" Treasury Bills 
Feb. 28 £6 os 3:28d% April3 Ze 8s 6°30d% 
Mar. 7 £6 os 5:10€% April rr £5 6s 6:19d% 
Mar. 14 6 os 6:59d95 April 18 oe 43 0:93d 95 
Mar. 21 511: r'52d)4 April 25 5 31 6:97d 9, 
Mar. 28 5 108 764d9;, Maya £5 15 1:93d 96 
l Money Rates 

Day to day 44-54% Bank Bills 
7 days l 41-576 2 months 5i-5is 76 
Fine Trade Bills 3 months 51-515 

3 months 617% months 5i-64 e 

4 months 61— 9$ months 5i-si % 

6 months 61—7 76 

Foreign Exchanges 
New York 2:813- d Frankfurt II 
Montreal 2:771 43— $ Milan 1744 
Amsterdam ` 10:586 —& Oalo ao'c0j—o1t 
Brussels 139:25—274 Paris 11781 
Copenhagen 19°35¢-$¢ Zurich (ENEE 
Gilt-edged 

Consols 24% 49% `  Funding4% Gogo 86$ 
Consols 4% 73t Savings 24% 64:67 80} 
War Loan 34% 5x.d. Savings 3% 55-65 88 
Conversion 3 %, Savings 3% o 77 
Conversion 34%, 1969 44 ^ Savings3% 65-75 — 72 
Exchgo’r 5¢% 1966 101§ reasury 24% 48t 
Funding 3% Pes SCH Treasury 34% 77-80 "et 
Funding 394 (359-69 Treasury 34% 79-81 74% 
Funding 34% 99-04 Sei Victory 4% o? 
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Reports of Public Companies 


THE ACCOUNTANT 
ANNUAL AWARDS 
Winners of the 1958 Awards Announced 





The names of the winning companies in 1958 of The Accountant Annual Awards for 
reports and accounts of public companies are now announced. 


Two Awards are made each year: one for large companies; the other for ‘smaller’ 
companies requiring less complex accounts than those of a large group. In both 
categories there was a considerable increase this year in the number of entries. 


All the reports and accounts presented at annual meetings held within the year 

. ended December 31st, 1957, which were entered for the 1958 Awards, were subjected 
to a preliminary screening by reference to standards of qualification determined by 

the Panel of Judges, and a number were selected for submission to the Panel for 

final decision. After detailed consideration of these, the Panel has made the 1958 
Award for large companies to: 


PENINSULAR AND ORIENTAL STEAM NAVIGATION COMPANY 
and the Award for the ‘smaller’ company to: 
JOHN DALE LTD 


The Awards, which are of equal rank, take the form of a pair of hand-made silver 
wall sconces inscribed with the name of the winning company and specially designed 
with ancient and modern symbolism depicting commerce and accountancy. 


. Sir John Braithwaite, Chairman of the Council of the Stock Exchange, London, 
has kindly agreed to present the Awards in june in the hall of the Worshipful 
Company of Grocers. 


The Panel of Judges 


This year the Panel of Judges has been joined by Mr A S. H. Dicker, M.B.E., F.C.A., 
"Immediate Past President of The Institute of Chartered Accountants in England 
and Wales and a member of the Council of the Institute, and Mr G. Godfrey Phillips, 
C.B.E., managing director of Lazard Brothers & Co Ltd. They take the places of Mr 
W. L. Barrows, J.P., F.C.A., Vice-President of The Institute of Chartered Accountants  . 
in England and Wales, and Mr G. 'Tyser who had been members of the Panel since 
the Awards were instituted in 1954. 


The Panel comprises: Mr Montagu Gedge, Chairman; Mr A. S. H. Dicker, M.B.E., 
F.C.4.; Mr Donald V. House, F.c.4.; Mr C. I. R. Hutton, B.A., c.a.; Lord Latham, 
J.P., F.A.C.C.A.; Mr Bertram Nelson, C.B.£., J.P., F.C.4.; Mr G. Godfrey Phillips, C.5.E.; 
Mr Arthur E. Webb, Editor of The Accountant. 


The Awards 


THE ACCOUNTANT AWARDS, which were instituted in 1954, are made annually 
to companies whose shares are quoted on a recognized stock exchange in the United 
Kingdom, in relation to the form and content of the report and accounts as issued to 

. their members. The Panel of Judges attaches Ge importance to the adequacy 
of the information given and its presentation. ; wee 
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[^ ^" Taxation Cases 


| EE 


Hinton v. Moden & Ireland Ltd 
In the High Court of Justice (Chancery Division) 
February 28th, 1958 
(Before Mr Justice VarsEy) 


- tax — Investment allowances — Knives and lasts 
~ Whether machinery or plant — Whether implements, 
utensils or articles - Income Tax Act, 1952, Section 
137 (d) - Finance Act, 1954, Section 16 (3). 

The respondent carried on business as a manu- 
acne of boots, shoes and slippers. A number of 
heavy machines were used in the business, and the 
‘knives and lasts were inserted into the machines. 
The knives wear out quickly and have to be replaced 
frequently. Every type of shoe requires its own shape 
iof knife and last. The machines cannot function 

ithout the knives and lasts, and the knives and lasts 
are useless except when placed in the appropriate 
machines, About £6,000 a year was spent on main- 
taining the stock of knives and lasts. 

It was contended on behalf of the appellant that 
the expenditure on the knives and lasts was not 
Y drip on capital account, but on revenue 
account; and that they were not parts of the machines, 
but were chattels. It was contended on behalf of the 
irespondent that the expenditure was on capital 
laccount, since it was expenditure on machinery or 
‘plant, and so was entitled to the capital allowances 
provided therefor. The Special Commissioners 
\decided in favour of the respondent. 
| Held, the knives and lasts were not machinery or 
iplant or parts thereof, but were implements, utensils 
He articles within Section 137 (d) of the Income Tax 
‘Act, 1952. 


| Carlish v. CIR. 
| In the Court of Appeal — February 25th, 1958 


(Before Lord Justice TENK1Ns, Lord Justice ROMER 
and Lord Justice ORMEROD) 

| Surtax — Settlement — Annuity — Will — Life interest in 
residue — Non-apportionment of annuity between capital 
and income — Assets tn lieu of payments due from capital 
i~ Appellant receiving whole of residuary income — 
Computation of total income — Finance Act, 1938, 
Section 30. 

! On November 28th, 1930, the appellant's husband 
executed a deed of settlement, under which the 
appellant was entitled after his death to an annuity 
| of £2,500 a year, as long as she remained his widow, 


| 
| 
| 


and a further amount up to £500 was payable for the - 


| maintenance and support of her son until he attained 
|28, which he did in 1950. The annuities were made 
a charge on the husband’s residuary estate. The 


i e 


| 


tn the ‘Annotated Tax Cases’. 


appellant’s husband made a will bequeathing his 


residue to a trustee on trust for sale with power to 
postpone the sale. By clauses 4 and 5 of the will the 
net residuary income was, after payment of administ- 
ration expenses, to be paid to the appellant during her 
life or until remarriage. A bank was both the trustee of 
the settlement and the executor and trustee of the will. 
The appellant’s husband died on February 2oth, 
1931, and between that date and February oth, 
1941, the bank paid the whole of the two annuities 
out of the taxed income of the estate, and credited 
the appellant as life-tenant of the residue with the 
balance of that income. In April 1937 an order was 
made by the Court, declaring (in effect) that the two 
annuities should be apportioned between the capital 
and the income of the residuary estate in accordance 


» with the rule in Zn re Perkins, but until 1941 the bank 


did not alter its method of book-keeping. As a result 
of this order the appellant became entitled to bave 
£17,930 17s 9d transferred from capital to income 
and paid to her in respect of the period from February 
20th, 1931, to February 2oth, 1938. On September 
roth, 1938, an agreement was made between the 
appellant and the bank, whereby it was agreed, with 
the consent of the ultimate residuary legatee, that in 
lieu of receiving the £17,930 17s 9d, certain assets 
forming part of her Se s estate should on her 
request be conveyed to her in satisfaction of her 
rights up to that date. Clause 3 of the agreement 
provided that until conveyance, the bank should hold 
the assets in trust for the appellant, and that re- 
mained the position during the relevant period. The 
residue of the estate was ascertained at the end of 
December 1938. 

During the period from February 2oth, 193 I, to 
February 20th, 1941, the residuary income, after 
deduction of the net amounts of the two annuities 
and expenses, was paid into the appellant's private 
bank account or otherwise applied at her direction. 
On February 20th, 1941, payment of the appellant's 
annuity as such ceased, and thereafter the (as paid 
over to her the whole of the residuary income less 
the sums due in respect of the son's annuity; but 
there was no evidence that she had surrendered her 
right to the payment of the annuity after that date. 
On July 14th, 1956, a consent order was made, 
whereby the appellant released her right to the 
annuity. 

Assessments to surtax were made on the appellant 
for 1937-38 to 1950-51 and for 1952-53. The first 
of these assessments was made out of time, and was 
discharged by consent. 

The appellant contended (1) that the administra- 
tion of her husband's estate was not complete until 
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her annuity ceased; (2) that for the period down to 
April sth, 1941, she was not liable to surtax on the 

portion of her annuity paid out of capital; (3) that for 
subsequent periods the assessments were excessive. 
It was contended for the respondents (1) that for the 
period from April 6th, 1938, to the date of the 
ascertainment of the residue, the appellant was 
assessable on the residuary income in accordance 
with Section 30 of the Finance Act, 1938; (4) that 
after the date of the ascertainment of the residue the 
appellant was assessable on the income arising from 
her husband's residuary estate, less that part of the 
annuities that was properly paid out of income, and 
less charges, irrespective of receipt by her; (5) that 
after the date of the ascertainment of the residue the 
appellant was also assessable on the amount of the 
annuity properly payable out of income; (6) that as 
the annuity was paid in full down to February 20th, 
I941, She was also assessable on that part of the 
annuity paid out of capital; (7) that the assessments 
for 1938-39 to 1950-51 should be confirmed in the 
amounts shown in a schedule submitted by the 
respondents. 


The Special Commissioners decided (1) that for . 
the period from April 6th, 1938, to December 31st, 


1938, when the residue was ascertained, the appel- 
lant’s total income should be calculated in accord- 
ance with Section 30 of the Finance Act, 1938; (2) for 
the period from Jan ist, 1939, to April 5th, 1941, 
notwithstanding the Court's order the appellant's 
annuity had been paid out of income and the capital 
portion of the annuity, which had been credited to 
the appellant in the trustee's accounts, must be 
treated as her income for surtax purposes; (3) that 
for the years 1941-42 to 1950-51 the. income arising 
to the trustee of the will was income of the appellant; 
(4) that. the amounts of the assessments for those 


years.should be the amounts shown in the SSES 


schedules. . 


Held (affirming the Judgment of Harman, J.), that 
the Special Commissioners’ decision was correct. ` 


Bloom v. Kinder 
In the High Court of Justice (Chancery Division) 
February 25th, 1958 
(Before Mr Justice VArsEY) 
Income tax — Solicitor — Information given about shares 
— No arrangement for remuneration — Shares purchased 
— Purchaser sent cheque for ‘introduction fee’ — Whether 
amount, assessable — Income Tax Act, 1952, Schedule 
D, Case I, Case II, Case VI. 
The appellant was a partner in a firm of solicitors. 
On a social occasion he met a relative who was a 
friend of a director of companies. The relative 


suggested that the appellant should write. to the ` 


directer about the shares in a company known to the 
appellant. The appellant did so, and the corres- 
Pur developed. Ultimately the shares were 

ht by one of the director's companies, and a 


^ 


Ma» 10th, 1958 


cheque for £1,950 was sent to the appellant by the 
purchasing company. The cheque was described as 
representing ‘an introduction fee of 14 per cent on 
the total purchase price of £130,000’. The appellant 
paid the cheque into his private account, and 
accounted for the amount of it to his partners. 

In a number of letters the appellant said that he 
was not acting 1n a professional capacity. No question 
of any remuneration arose, but during the negotiations 
the appellant was informed by his relative that the 
matter was proceeding, and that the purchasing 
company was going to make him a payment. At the 
end of the period of the negotiations a representative 
of the purchasing company telephoned to the 
appellant, asked what he expected to receive, and 
said that his company normally paid a commission 
of 14 per cent, though it was under no written 
obligation to do so in this instance. The appellant 
was asked to write stating his fee, which he did, 
saying that 14 per cent would be appropriate. 

The General Commissioners discharged the assess- 
ments under Case I and Case II, and confirmed the 
assessment under Case VI. 

Held, the General Commissioners, while accepting 
the appellant's evidence, had not properly directed 
themselves on the evidence, and the Case. VI assess- 
ment should be discharged. 


C.I.R. v. South Georgia Co Ltd 
In the House of Lords ~ February 27th, 1958 
(Before Viscount SIMONDS, Lord Hem, 
Lord Tucker, Lord KEITH OF AVONHOLM and 
Lord SOMERVELL or Harrow) 
Profits tax — Distribution charge — Distributions exceed- 
tng trading profits - Amount of net relevant distribution 
— Finance Act, 1937, Section 19, Schedule 4, para- 


graphs 1, 7 (rA) -— Finance Act, 1947, Sections 30, 


32 (1), 34 (2). 

The respondent company carried on the business 
of whaling and during the chargeable accounting 
period to October 31st, 1953, incurred a trading loss 
of £602,000. During. the same period the company 
received franked investment income of £272,000, and 
paid £181,000 in dividends. 

The Inland Revenue made a distribution charge on 
the company in respect of the £181,000, and con- 
tended that the case was governed by the proviso to 
Section 34 (z) of the Finance Act, 1947. In support 
of this contention the Inland Revenue argued that the 
£272,000 should be deducted from the loss of 
£602,000; that the resulting amount of £330,000 
should be taken to be 4 nil profit; and that, as £181,000 
was more than nil, the proviso applied. The Special 
Commissioners rejected this argument; and dis- 
charged the assessment on the ground that the word 
‘profits’ could not be regarded as including a minus 
sum. 


Held, reversing the interlocutor ‘of the Court of 
Session, that the distribution charge was validly made. 


| 
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Correspondence 


' Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 
, mot necessarily agree with, or hold himself responsible for, 
; the opinions expressed. 


| The Institute’s Report and Accounts 
SIR, — The publication of the Institute's report and 
accounts for 1957 raises the fundamental problem as 
to whether they should not be submitted for approval 
to all the members of the Institute, in a manner 
similar to the integration scheme. 

As the accounts concern every member of the 
Institute, would it not be reasonable to suppose that 
all members should be given an opportunity of 
approving them, irrespective of where they live? At 
the moment, only those members who live in the 
London area and can spare the time, are privileged 
to vote for the adoption of the accounts, Why should 
the rest of the members, unable to attend, not be 
enabled to express an opinion? 
| With this year's report, the further question arises — 
should not afl the members be consulted before their 
rates of subscription are increased, this E a matter 
affecting everyone very closely? 
| Yours faithfully, 
| DISENFRANCHISED. 
i 


Taxation of Gifts and Gratuities 
Sm, — In an article in The Accountant dated April 
sth, under the heading "laxation of gifts and 
gratuities’, it is stated: ` 
| ‘A bonus received by a footballer for "signing on" 
| is not liable to income tax.' 
J shall be very grateful if you will let me have the 
authority for this statement as Í understand that since 
April sth, 1955, such receipts are taxable. I am 
interested in the matter as I am the treasurer of a foot- 
ball club which employs a number of professionals. 
| Yours faithfully, 
| F. R. LOWTHER. 
' Haverfordwest, Pembrokeshire. 
| [Miss F. V. Slade writes: I am obliged to your reader 
‘for correcting me regarding the liability to income tax 


.on bonuses received by footballers for ‘signing on’. 


‘Not being aware of the change of practice by the Inland 
| Revenue I wrote to Somerset House for confirmation 
land the Chief Inspector of Taxes has replied as follows: 
! ‘T can confirm, that with effect from April 5th, 1955, 
lit has been the Board’s practice to treat payments to 
footballers on "signing on" as liable to tax. The former 
practice of treating these payments as not liable to tax 
‘arose in days when the amounts involved were quite 
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The Finance Bill and Shaggy Dogs 


Sir, — One does not often come across humour in an 
Act of Parliament, but clause 9 of the Bill should rank: 
high amongst 'shaggy dog' stories. It is to be hoped 


_ that in spite of the change the dog will still continue 


to wag its tail. Yours faithfully, 
London,EC4. | R. DOUGLAS BESSEMER. 


[Clause 9 of the Finance Hill reads as follows: ‘The 
proviso to subsection (4) of Section six of the Finance 
Act, 1908 (under which, on a change in the rate of any 
duty transferred by that section to local authorities in 
England and Wales, the transfer becomes inoperative), 
shall cease to apply to the duty on dog licences; and 
accordingly those licences and the duty on them shall 
in England and Wales cease to be excise licences or an 
excise duty for any purpose (but without prejudice to 
the operation of the excise Acts in relation to them in 
so far as those Acts apply at the coming into force of 
this section).’ — Editor.] 


Valuation of Professional 
Firm’s Goodwill 


Sir,~I read with much interest the article on 


- "Valuation of commercial goodwill’ by Mr Kenneth 


JJ 


S. Most appearing in your issue of March rst, 1958, 
and the subsequent letter of Mr S. Hasan. 

I shall be obliged 1f any of your readers can suggest 
the way in which a professional firm's goodwill can 
be valued. 

The firm where I am working had five partners, 


- one of the partners recently died of heart failure and , 


it was decided to pay goodwill to the widow of the 
deceased partner. The agreement amongst the part- 
ners is silent on this point. My firm had five branches 
and each branch was under the charge of a separate 
partner. Since the professional work depends on the ' 


„personality and contacts of a particular man, how can 
‘goodwill be valued in such a case? 


It has been decided amongst the partners to dis- 
solve the firm and to sell the practice of the deceased 
partner’s branch. If the goodwill payment is not made - 


. in a lump sum, but over a period of years taking a 


certain percentage of the gross receipts, will that 


amount be allowed by the Inland Revenue authorities 
as a business expenditure? I shall be obliged if any ` 
reader can give me some case law as to whether this 
expenditure can be allowed as the business expendi- 
ture. Yours faithfully, 


New Delhi, India. P. N. MEHTA. 


Merchandise Stock Control 


SIR, — I shall be interested to hear from any readers: 
who can outline a system of merchandise stock con- 
trol suitable for a medium-size business trading in 
general ironmongery, electrical and household goods, 


ag amaaa 
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IHE INSTITUTE OF 
CHARTERED ACCOUNTANTS IN IRELAND 
CONFERENCE AND ANNUAL MEETING IN DUBLIN 


The third annual conference of The -Institute of 
Chartered Accountants in Ireland was held at The 
Gresham Hotel, Dublin, on Friday, May 2nd, and was 
attended by 112 members. 

Following an address by the President, Mr G. F. 
Klingner, r.C.4., Dublin, the chair at the morning 
session was taken by the Vice-President, Mr James 
Walker, C.B.E., C.A., F.C.A., Belfast. A paper read by 
Mr C. G. Lambert, a.c.a., Dublin, on ‘An introduction 
to scientific management and training', was followed 


by a discussion led by the appointed speakers, Mr 
R. N. Crawford, A.c.A., Belfast, and Mr P. J. Loughrey, 
A.C.A, Dublin. 

The afternoon session, at which the chair was taken by 
Mr Mervyn Bell, gea Dublin, amember of the Council, 
was devoted to a paper read by Mr C. C. Taylor, F.C.A., 
Liverpool, on ‘Management accounting — a practising 
accountant's view’. The appointed speakers to this 
paper were Mr P. A. Duggan, F.c.a., Dublin, and Mr 
Derek Pearson, F.C.A., A.C.W.A., Dublin. 


SEVENTIETH ANNUAL MEETING 


The seventieth annual meeting of the Institute was 
held at The Royal Hibernian Hotel, Dublin, on the 
following day. ‘The President, Mr G. F. Klingner, was 
in the chair, and there were sixty-three members 
present. 


PRESIDENTIAL ADDRESS 


In the course of his address, Mr Klingner said: The 
past year may be said to have been the most momen- 
tous period in the history of our Institute since its 
formation some seventy years ago, marking a turning- 
point not only in the 
affairs of the Institute 
but in the history of the 
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Gergen CS profession generally. We 
^ o1. Se have now admitted to 
ue «4 the Institute 363 former 
members of the Society, 
bringing our total mem- 
bership up to 1,450. 'T'o 
all these new members 
j. we extend a warm wel- 
come as we do also to 
former students of the 
Society who have regis- 
tered with the Institute. 
Arising out of the 
l s scheme of integration 
cus you will have seen a 
EE reference in the Coun- 
cil’s report to the setting up of the Chartered Account- 
ants Joint Standing Committee. The first meeting of 
this committee was held in November last when the 
following terms of reference were agreed upon: 

“To co-ordinate policy on matters arising in connection 
with the administration of the Schemes of Integration and 
to.continue in being for the purpose of considering any 
matter of common interest which may be referred to it 
by any of the Institutes.’ 

Each Institute has equal representation on the com- 
mittee and it has been agreed that meetings will be 
held from time to time in the different countries con- 
cerned. The committee is purely a consultative body, 
each Institute maintaining full freedom of decision and 
action. 

The Council is of opinion that this committee will 
be of great benefit to our Institute and indeed to the 





profession as a whole, You will have noted from the 
terms of reference that in addition to dealing with 
immediate problems arising from integration, the 
committee is to continue in being to consider any 
matter of common interest to the three Institutes. 
Consultation of this nature is bound to be of great 
value to our Institute by keeping us in touch with the 
ever-changing developments which seem inevitable in 
our profession and indeed in every walk of life 
nowadays. 

I have no doubt that our enlarged Institute will be 
of great advantage to our profession. It will enable us 
to speak and act with greater authority than hitherto, 
with consequent benefit to ourselves, our clients and 
the community as a whole. It seems to me that our 
future is well assured and that our enlarged organiza- 
tion will enable us to attain even higher standards than 
before. 


Education Committee Report 


You will have seen in the Council's report a reference 
to.the Education Committee appointed in 1956 to 
review our examination system, which committee was 
subsequently requested to consider matters relating to 
recruitment, education and training of articled clerks. 
This committee has submitted two reports both of 
which have been approved in principle by the Council. 

The main changes recommended by the Education 
Committee are as follows: 

(1) ue ER of five separate examinations at 

Dp DR , for the present Intermediate and 
Gier Special provisions would apply 
to ‘three-year’ apprentices. 

(2) Rules to be made limiting the number of times a 
candidate may sit for any examination. 

(3) ‘The issue by the Council of recommendations regard- 
ing examination leave for the proposed new type 
examinations 

(4) Modifications in the Preliminary examination, and 
in the requirements for exemption therefrom. 

The most important of these changes is that by 
which it is proposed to substitute five separate exam- 
inations for the present Intermediate and Final 
examinations. It is considered that steady application 
by students over the period of articles would enable 
them to acquire a much sounder knowledge of the 
various subjects than under the present system which 
tends to encourage a period of intensive cramming 
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p each examination. I feel sure that this proposal 
ommends itself to you. 
| The adoption of the changes proposed in regard to 
examinations will necessitate amendments to the bye- 
laws, The matter is further complicated by the fact 
that for some time the Institute, in addition to its own 
examinations, will be conducting ‘Society-type’ exam- 
inations, which in the case of the Intermediate will 
continue until November 1959, and in the Final until 
November 1961. 
| You will appreciate, therefore, the difficulties in 
introducing the new type of examinations, but it is the 
Council’s desire to do so at the earliest convenient 


time, together with the other recommendations referred ` 


to. 

| The Education Committee has also made recom- 
mendations to the Council on two motions submitted 
at the last annual meeting which, after discussion, were 


withdrawn. In regard to the motion that on registration 


. of articles a fee of twenty guineas be paid to the 


Institute, this has been recommended by the com- 
mittee. The committee also recommends that one-half 
of the fee should be paid to the appropriate local 
Senu to cover the Ee clerk's subscription to the 
ociety during his period of service. It is contemplated 
that the remaining funds would be used largely for 
educational purposes. By proceeding on these lines 
the purpose of the other motion discussed at the last 
annual meeting, namely, that it be obligatory upon 
articled clerks to be a member of some district society 
would also be achieved. 
These recommendations of the committee have been 
approved by the Council, and it is proposed that they 
. put into operation at the same time as the other 
mmendsations previously referred to. 
. I would like to extend to the members of the 
Education Committee our warm thanks for the time 
and trouble they have taken in considering these 
matters and preparing their reports. This has necessi- 
tated a great deal of work over a long period and their 
recommendations have not been arrived at without a 
great deal of thought and consideration. 


Representations to Minister for Finance 


You will have seen in the Council's report a reference 
co representations made to the Minister for Finance in 
the Republic by the Institute and other professional 
bodies, on the question of taxation treatment of retire- 
ient benefits for professional men and other self- 
employed persons. Subsequent to the submission of a 
memorandum to him, the Minister was kind enough to 
receive & deputation on which our Institute was repre- 
sented. It was satisfactory therefore to learn last week 
when the Minister made his Budget statement that he 
proposes to introduce legislation enabling a self- 
employed person or a non-pensionable employee to 
obtain a measure of relief from tax on payments made 
to secure a life annuity in his old age, or after his death 
an annuity to his widow or dependant. 


Seventh International Congress 


It was my good fortune that I happened to be your 
President at the time of the Seventh International 

-ongress of Accountants held in Amsterdam last 
September. As such, I had the privilege of representing 
the Institute at the Congress and the fact that I was 
invited to preside at one of the business sessions was a 
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pleasing compliment to our Irish Institute. My wife 
and I greatly enjoyed meeting people from so many 
different countries and in exchanging views with them. 
It was a memorable experience and I would strongly 
recommend members to endeavour to attend such 
congresses in the future. I have no doubt My would 
find it well worth while. 


i Conclusion 


I have had a most happy year as President and in con- 
cluding I wish to thank the members of the Council 
for their very valuable help which was so willingly given 
and for their many kindnesses to me. 

Finally, I wish to say a special word concerning the 
Secretary, Mr Orr. As a result of integration the volume 
of administrative work has been immense and has 
necessitated him working very long hours. He has 
carried out all this work with great efficiency, and on 
your behalf I wish to extend to him our appreciation 
of his devotion to the affairs of our Institute. 

I also wish to pay a tribute to the other members of 
the Institute staff. We appreciate that they also have 
had an exceptionally busy year, and our thanks are 
due to them for the conscientious manner in which 
they have carried out their duties. 

I now have pleasure in proposing that the report of 
the Council and the statement of accounts for the year 
ended December 31st, 1957, be and are hereby 
approved and adopted. I shall ask Mr James Walker 
to second that proposal. 

The Vice-President, Mr James Walker, having 
seconded the adoption of the report and accounts, the 
resolution was put to the meeting and was carried 
unanimously. 


ELECTIONS 
Elections to Council 


Mr Arthur Stanley Boyd, who retired in accordance 
with the provisions of bye-law 9, was unanimously re- 
elected on the proposal of Mr W. J. McHugh, seconded 
by Mr J. J. Patterson. 

The following seven retiring members of the Council 
Messrs H. E. A. Addy, John Bacon, G. A. P. Bryan, 
A. E. Dawson, James Graham, N. V. Hogan, G. F. 
Klingner, were declared re-elected on the proposal of 
Mr R. N. Crawford, seconded by Mr R. R. Caldwell, 
no other nominations having been received. 


Election of President 


Mr James Walker, C.B.E., C.A., F.C.A., Belfast, was 
unanimously elected President for the ensuing year on 
the proposal of Mr G. F. Klingner, seconded by Mr 
H. E. A. Addy. Mr Walker thereupon took the chair 
and thanked the members for the high honour which 
they had conferred upon him. 


Election of Vice-President 


Mr David McCloy Watson, LL.B., F.C.A., was unani- 
mously elected Vice-President on the proposal of Mr 
R. E. McClure, seconded by Mr John Love. 


Officers 


On the proposal of Mr R. P. F. Olden, seconded by 
Mr Mervyn Bell, Mr Hugh Stevenson, r.c.A., Belfast, 
was unanimously re-elected Joint Honorary Secretary 
and Treasurer. 

The auditors, Mr William Duffield, F.c.a., Belfast, 
and Mr Harry Hollingsworth Forsyth, F.C.A., | Dublin, 


510 
were Dees re-appointed on the NA of 
Mr C. F. Smith, seconded by Mr H. C. Meharg. 


VOTE OF THANKS 
At the conclusion of the meeting, a vote of thanks to 
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the outgoing President was Ger by Mr G. E. 
Cameron, who paid tribute to Mr Klingner’s services 
to the Institute during his term of office. The vote of 
thanks, which was warmly supported by Mr Walker, 
was carried with acclamation. 


MEETING OF THE COUNCIL 


A meeting of the Council of the Institute was beld in 
Dublin on Thursday, May rer, 


Attendance 
The President, Mr G. F. Klingner, was in the chair, 
and there were also present: 

Messrs James Walker, Vice-President, Mervyn Bell, 
Robert Bell, mee Boyd, G. A. P. Bryan, G. E. Cameron, 
A. E. Dawson, N Hogan, John Love, R. J. Neely, 
R. P. F. Olden, H. W. Robinson, D. McC. Watson, with 
the Secretary and the Jotnt Secretary and Treasurer in 
attendance. 

Apologies for absence were received from Messrs 
H. E. A. Addy, John Bacon, Frank Cleland, M. M. 
Connor, J. F. Dempsey, James Graham and R. E. 
McClure. 


Integration 
Thirteen members of The Society of Incorporated 
Accountants were admitted to membership of the 


Institute as Associates under the terms of clause 2 of 
the scheme of integration. 


Fellowship 
The following Associates were elected to Fellowship: 
Montgomery, David Harford, Belfast; Montgomery, 
John Trevor, Belfast. 


Associateship in Practice 


The following members were admitted: to practice: 
McDonnell, Thomas, Dublin; O'Connell, Anthony Noel, 


Dublin. 
l Membership 

The following candidates who had gased the Final 
examination of The Society of Incorporated Account- 
ants, were admitted to membership: 

Burke, Ronald Mervin, Dublin; Gaynor, Ronan Liam, 
London; McGovern, Thomas Kiaran, Dublin; Muldoon, 
Sean Paschal, Dublin; Mulligan, Desmond Joseph Finlay, 


" Leicester; Winnington, James Stanley Malcolm, Belfast. 


BENEVOLENT ASSOCIATION 


The twenty-ninth annual meeting of 'The Irish Char- 
tered: Accountants’ Benevolent Association was held 
in The Royal Hibernian Hotel, Dublin, on Saturday, 
May 3rd, prior to the annual meeting of the Institute. 
The President, Mr G. F. Klingner, F.C.4., was in the 
chair, and there were twenty-three members present. 
On the proposal of Mr J. C. Oakes, seconded by 


Mr James Graham, the report and. accounts were 
adopted. 

Appointment of Auditors 
The Honorary Auditors, Mr William Duffield and Mr 
Harry Hollingsworth Forsyth, were unanimously re- 
appointed, on the proposal of Mr A. S. Boyd, seconded 
by Mr R. C. Lewis-Crosby. 


LONDON AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


We reproduce below the report of the Cornmittee of the London and District Society 

of Chartered Accountants for the year ended March 31st, 1958, which is to be 

presented at the sixteenth annual general meeting of the Society on Thursday, 

May 22nd, 1958, in the Hall of the Chartered Insarance Institate, 20 Aldermanbury, 
London, EC2, at 6 p.m. 


ee 
Mr E. K. Wright, aia Chairman W. Aston, Vice- 
Chairman, Mesars J. A. Allen, G. Gg rea . R. Appleyard, 
C. J. M. Bennett, SA, C. V. Best, P. R. ie aw J 


D. A. Clarke, LL. R, Elcombe, N. Cassleton D tote MA. 
L. J. Ezra, J. S. Harrower, D. V. House, A. P, Hughes, G. B. C. 
Hughes, pa, H. B. Huntington-Whiteley, R. O. A. Keel, 
J. B. Keeling, D.F.C,, M.A., R. P. Matthews, B.COM., J.P., 
S.L. Pleasance, J. R. Rob binson, C, Romer-Lee, M.A., J. D, ussell, 
M.A., A. C. Simmonds, H. Gordon Smith, A. G. Touche D. C. 


Urry, Ethel Watts, p.a., W. K. Wells, aa, E. F. G. ey, 
MA, C. J. F. Wilkinson, T. W. G., Cocke, T.D., M.A, Hon. 
Secretary. ; 


Membership 


The membership of the Society on March 31st, 1958, was 
5,097, against 3,172 last year, being a net increase of 1,925. 

_ An invitation to join the Society was sent, in the area of 
the Society, to former members of the Incorporated Society 

on admission to the Institute and to students qualifying. 
The area of the Society includes the counties of London, 

Middlesex, Hertfordshire, Bedfordshire, Buckinghamshire, 


Berkshire and Surrey and part of Essex, Kent and Oxford- 
shire. 
All members of the Institute registered as residing, 
practising or employed in the area of the Society are entitled 


. to be admitted to membership without payment, on appli- 


cation to the Secretary. Those registered outside the area 
may, with the approval of the Committee, also join the 


Society. 
Functions for Members 
(a) Evening Meetings 
The following addresses were given in the Hall of the 
Chartered Insurance Institute at evening meetings: 

October agth, 1957. ‘The reform of personal taxation’, by 
Mr N. Kaldor, Reader in Economics, University of 
Cambridge. 

December 3rd, 1957. Brains Trust on Chartered Account- 
ants’ Retirement Benefits Scheme. Chairman: Mr T. A. 
Hamilton Baynes, Chairman of: the Council sub- 
committee on CARBS. Panel: Mr R. M. Bangert, 
F.L.A., Messrs Bacon & Woodrow, Secretaries to 


e 
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CARBS; Mr A. B. Glennie, Deputy City ee 
| Norwich Union Life Insurance Society; Mr A 
Snowden, M.B.E., Director, J. H. Minet Life & Pe: 
| sions Ltd; and Mr R. A. Urquhart, A.c.1.1., London 
and Manchester Assurance Co Ltd. 
January 28th, 1958. "The possibilities and uses of incor- 
poration for professional firms’, by Mr P. M. 
| Christopherson and Mr J. W. Mayo, Solicitors. 
February 18th, 1958. “Latest developments in bids and 
' deals, by Mr R. G. Middleton, Solicitor. 
March ith, 1958. “The financial outlook’, by Mr R. E. 
Harrod, F.B.A. 


(b) Luncheons 
Two luncheons were held at the Connaught Rooms, Great 
Queen Street, London, WCz, followed by short addresses, 


namely: 


| November 18th, 1957. Sir Donald Anderson, a Deputy 
" Chairman, P. & O. Steam Navigation Company. 

: January 1 3th, 1958. Sir Edward Boyle, Bt., w.»., Parlia- 
| mentary Secretary to the Ministry of Education. 

The Committee desires to ress its appreciation and 
gratitude to all these gentlemen for their addresses. 


(c) Dinner and Dance 


A dinner and dance was held at The Park Lane Hotel, 

Piccadilly, on March 28th, 1958, and was well attended. 
An invitation to these meetings and functions was 

pha ia to Scottish and Irish Chartered Accountants in 
ndon. 


(d) Annual General Meeting 
Refreshments were available after the Annual General 
Meeting and an bri ae E gs given to members to meet 


London members of the Council, members of the Com- 
Inittee and officials of the Institute. 

(e) Taxation Conference 

A residential conference was held at The Grand Hotel, East- 
bourne, from November 7th to oth, 1957, on the subject of 
taxation. The conference was opened by Mr W. S. 
Carrington, F.C.A., and papers were given by Mr C. 
Mackenzie Smith, c.a. (for Mr C. D. SE F.C.A.), on the 
effect of inflation on taxation; by Mr G. G. G. Goult, F.C.A., 
on aspects of personal taxation; and by Mr G. S A. 
Wheatcroft, M.A., on taxation through the looking-glass. 
Some hundred members were organized into seven groups 
for the discussion of these papers and mattera of general 
interest. 


(f) Institute Autumn Meeting 


Arrangements for the Institute Autumn Meeting, 1958, 
organized by this Society, are well in hand and members 
will have received an outline of the programme. 


Activities of Sub-Committees 


a) Regional Taxation and Research Committee 
Regional Taxation and Research Committee, under the 

chalman Eip of Mr C. W. Aston, has given consideration 
during the year to current legislation and matters referred 
by the main Taxation and Research Committee or raised 
by members. 
(b) Student? Societies Committee 
‘Liaison has been maintained with the Chartered Accountant 
[Studente Societies of London and Oxford through repre- 
sentatives on the respective committees, by a joint meeting 
in November, and by the attendance of officers of the 
iDistrict Society at Students’ Societies social functions, and 

particular, at meetings in London for those successful in 
the May and November Final examinations. 


(e) Advice to Members and Articled Clerks Committee 

A number of applications for advice have been received 
from members, who have been given opportunities of 
consulting members of this committee. 


(d) Programme Committee 
Members of the Society received in the autumn a pro- 
| gramme of activities with diary slips and particulars of 
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discussion groups. T'he Committea would welcome sug- 
gestions for next season. 


Groups Outside London 
The local groups of members at Reading and Southend 
have had meetings for discussion and to hear lectures and 
also social functions which were visited by members of the 
Committee. 

Their hon. secretaries are: 

Reading and District Group 

J. Sewell, 95 Kenilworth Avenue, Reading, Berks. 
Southend Group 

A. A. Stewart, x Clifton Terrace, Southend-on-Sea, Essex. 


New Groups 
It is hoped to form further groups in other centres, 
Ee ents being well advanced at Luton and Oxford. 
Mem willing to organize new groups elsewhere will be 
given every assistance. 


Discussion Groups in London 


The discussion groups in London have held meetings 
during most months on subjects of topical interest, intro- 
duced either by members or by guest speakers. The meet- 
ings are informal, and after short opening remarks, all 
members are given the opportunity of contributing to the 
discussion. 

The specialized groups on Taxation and Management, 


"formerly organized by the Incorporated Society, continue 


and are open to all members of the District Society. 

New members are always welcome and those interested 
in joining any of the groups mentioned below should write 
to the honorary secretary of that group. 


Central London Discussion Group 
Meets at The Lamb and Flag, 33 Rose Street, Covent 
Garden, London, WCa, at 6 for 6,30 p.m., on the third 
Wednesday of each month, October to April, The sub- 
scription is 5s per annum. 
. Hon. Secretary: S. J. Dent, 71 Great Russell Street, 


London, WC, 

City Discussion Group 
Meets at The Cock and Bottle, Laurence Pountney Hill, 
Cannon Street, London, EC4, at 6.15 p.m., on the second 


. Wednesday of each month. The subscription, is Er per 


annum. 
Hon. Secretary: J. C. Durnin, 32 Victoria Street, London, 


SWi. 
North London Discussion Group 


Meets at The Masons’ Arms, 38 Maddox Street (off Regent 
Street), London, W1, at 6.30 p.m., once a month between 
October and April inclusive. The subscription is 17s 6d 
per annum. 

Hon. Secretary: P. D. Dowell, 3 The Gables, Holden 
Avenue, London, N12. 


South West London Discussion Group 

Meets at The Kingston Hotel, Wood Street, Kingston upon 
‘Thames, at 6.45 p-m., on the first Monday of each month, 
October to May. The’ subscription is ros 6d per annum. 

Hon. Secretary: L. J. Ive, 52-53 Jermyn Street, London, 
SWi. 

Taxation Discussion Group 

Meets at Incorporated Accountants’ Hall, Temple Place, 
Victoria Embankment, London, WC2, at 6 p.m., on the 
first Wednesday of each month, October to May. 

Hon. Secretary: H. Gordon Smith, Messrs Keeling & Co, 
118 Chancery Lane, London, WC2. 


Management Discussion Group 
Meets at Incorporated Accountants’ Hall, Temple Place, 
Victoria Embankment, London, WC2, at 6 p.m., on the 
second Wednesday of each month, October to April. 
Hon. Secretary: D. L. Brown, c/o Mars Ltd, Slough, 
Bucks. 


THE 
572 | ACCOUNTANT 


À meeting of representatives of Groups with members 
of the District Society's Committee was held during the 
year at which matters of mutual interest were discussed, 


Council Membership 
The Committee was invited to submit names for the con- 
sideration of the Council in the filling of London vacancies. 
From the names recommended the Council selected Messra 
J. Godfrey and J. E. Talbot. 

The Committee considered the names of the London 
members retiring by rotation from the Council at the 1958 
Annual General Meeting and decided not to submit any 
other nominations. 


Vacancies on the Committee 
In Practice ~ Six Vacancies 
Mr J. A, Allen, Mr G. F. Ansell, Mr J. D. Russell, Mr H. 
Gordon Smith, Miss Ethel Watts and Mr E. K. "Wright 
retire in conformity with Rule 7 and, being eligible and 
willing to serve, are deemed to be nominated for re-election. 


Employed in the Service of a Practising Accountant - 
One Vacancy 
Mr G. B. C. Hughes retires in conformity with Rule 7 and, 
being eligible and willing to serve, is deemed to be nomin- 
ated for re-election. 
Not in either of the foregoing Categories — 
Three Vacancies 

Mr J. 8. Harmoni and Mr R. O. A. Keel retire in con- 
formity with Rule 18, and Mr J. R. Robinson in conformity 
with Rule 7. Being eligible and willing to serve they are 
deemed to be nominated for re-election. 


. General 
Meeting of District Societies and the Council 
À meeting of representatives of District Societies and 
members of the Council, with the President of the Institute 
in the chair, was held at the Institute on November 12th, 
1957, when an exchange of views took place on matters of 
general interest to members of the various societies. 


Dinner to the President 
The Committee of the Society, together with London 
members of the Council, will be entertaining the President 
and Vice-President of the Institute and the Presidents of 
the SC SS Societies to an informal dinner on May 7th, 
195 
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Integration 
The Committee was in close touch with the Council com- 
mittee on Integration concerning details of the scheme and 
the implementation of it. 

À copy of the prograrume and an invitation to participate 
in this Society’ "a activities was sent immediately after the 
effective date to all members of the Incorporated Account- 
ants’ London and District Society. Invitations to join this 
Society have been sent to all former members of the 
Incorporated Society in London on their admission to 
the Institute. 

The size of the Committee has been increased by seven, 
four in practice, one in the service of a practising accountant 
and two otherwise employed, to enable representatives of 
the Committee of the Incorporated Accountants’ London 
and District Society to be brought on to the Committee of 

Recruitment to the Profession 
To encourage the flow of articled and other junior clerks to 
the profession, meetings were held with representatives of 
the Youth Employment Bureaux in various parts of the 
area of the Society. Speakers were arranged to give addreases 
to school-leavers and parents, and the Institute is to be 
represented at certain rs Exhibitions. 


Representation with other Bodies 


Mr D. A. Clarke, LL.B., was nominated to represent the 
Institute on the Council of the London Chamber of 
Commerce. 

A panel was formed to help the Lambeth Citizens’ Advice 
Bureau with tax advice, and representatives appointed in 


previous to the advisory committee of local Colleges 
continued their work. 
Benevolent Work 


At the request of the Chartered Accountants’ Benevolent 

tion, members were chosen to visit certain applicants. 

It would be helpful if members would report any cases 
believed to deserve help. 


Suggestions by Members 


The Committee welcomes suggestions on any matters of 
interest to members. 


For and on behalf of the Committee, 
E. K. WRIGHT, 


April 24th, 1958. Chairman. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


The Committee have received with regret the resigna- 
tion of Mr G. Duncan, B.sCc.(RCON.), who, having won 
a King George VI Scholarship, will be leaving the 
country shortly to study in the U.S.A. 


Print for the Study Room 


Through the good offices of a member, the Society 
has been presented by the Bank of England with a 
print of the old Bank building by Fletcher and 
Hobson, The print will be hung in the study room. 


Mock Income Tax Appeal 


Nearly 350 members attended the mock income tax 
appeal held at Beaver Hall on March 21st. Besides 
being a very useful demonstration of an appeal the 
meeting was evidently enjoyed by both the active 
participants and the audience of ‘Commissioners’. 


Whole-day Courses 
' wo whole-day courses of lectures have recently been 
held. ‘They are designed mainly for members living and 
working in the more outlying districts. About ninety- 
five members attended each course. Both were heavily 
over-subscribed. 


Debates 


The speakers’ course and debates, arranged for the 
spring session, have been highly successful both in the 
attendance and the amount of benefit that appeared to 
be derived. The average attendance was fifty-four. 


Sports 
The sports results for the month include three vic- 


tories (at squash and association football) and two 
draws (at badminton and hockey). 
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ACCOUNTANTS IN ENGLAND AND WALES 


"THE PRESIDENT’S DINNER 


‘The President of the Institute, Mr W. H. Lawson, 
C.B.E., B.A., F.C.A., gave a dinner in Fishmongers’ Hall, 
London, last Tuesday evening. 

, The following guests were present: 


' Mr W. G. Agnew, c.v.o., Sir Frederick Alban, C.B.E., 
Messrs James A. Allen, W. M. Allen, H. Garton Ash, 
O.B.E., M.C, W. O. Atkinson, M.B.E., C. W. Aston. 


, Messrs W. M. Balch, Edward Baldry, R. W. Bankes, 
C.B.E., C. Percy Barrowcliff, W. L. Barrows, R. W. Bartlett, 
DL 'Sir Harold Barton, Messrs Merlin F. J. Batting, 
T. A, Hamilton Baynes, J. Howard Bell, H. A. Benson, 
C.&.E, Sir Bernhard Binder, Messrs Roland Bird, T. 
Fleming Birch, James Blakey, James Borsay, C. W. Boyce, 
C.B.E., B. E. Brown, R. B. Brown, A. G. B. Burney, 0.5.8. 


Messrs W. G. Campbell, P. F. Carpenter, W. S. 
Carrington, John Cartner, G. T. E. Chamberlain, R. A. 
Chermside, L. F. Cheyney, Jack Clayton, J. M. S. Coates, 
opp, A. F. B. Cooke, R. W. Cox, Sir Cecil Crabbe, 
Messrs I. A. F. Craig, opp, C. Croxton-Smith. 


| Messrs J. C. Kee Sir Maurice Dean, K.C.B., K.C.M.G., 
Messrs W. G. Densem, A. S. H. Dicker, M.B.E., Sir 
Kenneth Diplock, Messra Stanley Dixon, James T. 
Dowling, Frank Downing, Rev. A. Jobn Drewett, Mrs 
1, M. 'uncalf, Messrs W. F. Edwards, R. W. L Eke, 
E. Cassleton Elliott, C.B.&, C. A Evan-Jones, M.B.E., 
A. H. Farquhar, W. W. Fea, F. H. H. Finch, George R. 
l'reeman, CBR. 

Messrs C. G. Garratt-Holden, C.B.E., T.D.; A. A. Garrett, 
ALB.E., J. W. Gauntlett, Sir Harold Gillett, M.C., Messrs 
P. F. Granger, Maurice Green, R. A. Hamlyn, ong. 
Sir Henry D. Hancock, K.C.B., K.B.E., C.M.G., Mesara E. G. 
Hardman, M. G. J. Harvey, W. H. Haslam, L. C. Hawkins, 
J. S. Heaton, Lieut-Col. D. V. Hill, Messrs Walter 
Holman, D. V. House, Sir Harold Howitt, G.B.R., D.S.0., 


à; M.C., Mr D. P. Hubbard. 


| Messrs P. D. Irons, H. O. Johnson, Sir Russell Kettle, 
Messrs Stanley Kitchen, G. Frank Klingner, J. C. Latham, 
D.L., H. B. Lawson, P. H. Lawson, H. L. Layton, M.8.M., 
R. D. Lea, Sir Frank Lee, R.C.B., C.M.G., Messrs R. B 
Leech, M.B.E., T.D., Leo. T. Little, Sir Percy Lister, 
Messrs C. H. S. Loveday, F. J. B. Lovell. 


, Messrs E. H. V. McDougall, W. R. MacGregor, Alan S. 

MacIver, M.c., Robert McNeil, G. P. S. Macpherson, 
opp, Sir Philip Magnus-Allcroft, BT., Messrs J. H. 
Mann, M.B.&, P. J. Mantle, c.m.c., E. H. Marker, C.B., 
A. C. S. Meynell, C. D. Morley, 'F. S. Mowforth, Sir 
Charles Norton, M.B.E., M.C., Messrs John Norton, L. I. H. 
Noyes, W. Stuart Orr, SC Osbourn, M.B.E. 


| Mr W. E. Parker, C.B.&, Brig. E. C. Pepper, C.B.E., 
D.8.0., D.L., Messrs S. J. Pears, C. U. Peat, M.C., ] 
Pester, F. F. Phillips, Sir Harry Pilkington, Messrs E. 
Julian Pode, H. J. Potts, P. M. Rees, M.c., Miss M. J. D. 
Reynolds, Messrs S. M. Rix, P. V. Roberts, L. W. Robson, 
Sir Thomas Robson, M.B.E., Messrs N. A. Royce, J. D. 


. Russell. 


Mr G. F. Saunders, Dame Evelyn Sharp, D.3.8., Messrs 
Arthur E. Shaw, M. Shirley-Beavan, K. G. Shuttleworth, 
Basil Smallpeice, A. G. ud T. W. South, David Steele, 
C. M. Strachan, 0.B.£., R. J. W. Stacy, C.B., J. E. Talbot, 
C. C. Taylor, E. Duncan Taylor, Miss E. G; Thompson, 
Messrs W. Thomson, R. S. Thorp, G. L. C. Touche, 
P. J. Tyndall. 

Messrs C. G. Vaughan-Lee, p.s.c., A. D. Walker, A. H. 
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Notes and Notices 


Walton, Victor Walton, A. E. Webb, M. bes Jones, 
Michael Wheeler, E. F. G. Whinney, J , M. Willi illiams, 
R. P. Winter, M.C., T.D., D.L., C. F. Wood, "Robes Wood, 
C. L. Woolveridge, E. Kenneth Wright, Mrs E. M. Wright, 
Sir Richard Yeabsley, c.B.x., Mr Ian D. Y 


camun. 


There were no formal speeches. The President 
extended a welcome to the guests and Sir Kenneth 
Diplock expressed their appreciation. Entertainment 
was provided by David Berglas, radio and television's 
‘man of magic’. 


TAXATION AND RESEARCH COMMITTEE 


The ninety-sixth meeting of the Taxation and Research 
Committee was held at the Institute on Thursday, 
April 17th, 1958, at 2 p.m. 

Present: Mr S. Dixon (in the chair); Messrs T. Fleming 
Birch, K. A. Buxton, W. R. Carter, J. Cartner, R, A. 
Chermside, J. B. L. Clark, os L. H. Clark, S. M. Duncan, 
A. R. English, F. J. Eves, E S Foden, G. G. G. Goult, 
NM. B. Hart, 0.8.£., T.D., vw 
J. A. B. Keeling, D.F.C., G. W. Knight, E. 
D.F.C.; R. P. Matthews, C. F. ard, G. P. organ- 
Jones, F. S. Mowforth, L. Pells, A. H. Proud, J. D. Reekie, 
D. W. Robertson, H. Eden Smith, A. E. Spicer, D. E. T. 
Tanfield, A. G. Thomas, L. W. Underwood, D. T. Veale, 
J. W. Walkden, F. J. Weeks, E. K. Wright, and G. H. 
Yarnell, with the Secretary. 


Membership of the Committee 
The Committee was informed that the following me 
been nominated to membership of the Committee: 
Mr C. V. Best, F.C.4. (nominated by the London and 
e ur Society). 
Mr J. A. Jackson, F.C.A. (nominated by the London and 
District Society). 
Mr W. F. Edwards, A.C.A. (nominated by the Council). 
Mr W. G. A. Russell, F.C.A. (nominated by the Council). 
Mr A. Blackburn, A.C.A. (co-opted by the Taxation and 
Research Committee). 


Standing Sub-Committees. 
Reports were received from the following Standing 
Sub-Committees: 
General Advisory Sub-Committee. 
M nt Accounting Sub-Committee. 
Taxation Sub-Committee. 
Planning Sub-Committee. 
Ad hoc Sub-Committees 
Progress reports were received from four special sub- 
committees. 
Future Meetings 
The next meeting of the Committee was arranged for 
Thursday, June 19th, 1958, at 2 p.m., and the following 
are the dates provisionally fixed for other meetings in 
1958: 
á Thursday, September 18th, 1958. 
is October 16th, 1958. 
Se December 18th, 1958. 


PERSONAL . 


Messrs Harmoop Banner, Lewis &  MouNsEv, 
Chartered Accountants, announce that, by agreement, 
as from May rst, 1958, the practice will be continued 
in the same name and at the same addresses by all the 
partners other than Mr K. C. CooK. 
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Messrs WATERWORTH, Rupp & Hans, Chartered 
Accountants, of Central Buildings, Richmond Terrace, 
Blackburn, announce that they have taken into partner- 
ship Mr WILFRID CAVANAGH, A.C.A., who has been 
associated with them for nine years. The practice will 
be continued under the same style as heretofore. 


Messrs WHITAKER & REpFEARN, of Penzance and 
St Ives, announce with regret the resignation of Mr 
Dong Maurice HULL, F.c.a., as from March 31st, 
1958, for the purpose of taking up an important 
personal appointment. Mr OswaLtp MARTIN, A.C.A., 
and Mr THOMAS ARCHIBALD WALTER LITTLECHILD, 
A.C.A., who have been associated with the firm for 
some years, have been admitted into partnership. 


Messrs Freen & Finlay, Chartered Accountants, 
of 43 Upper Berkeley Street, London, W1, announce 
that Mr GERALD MYERS, A.C.A., who has been associated 
with the firm for a number of years, has been admitted 
into the partnership as from May 1st, 1958. The firn 
will practice under the name of FISHER FINLAY 
Myegs & Co. 


PROFESSIONAL NOTES 


Mr Philip Shirley, a.c.a.(Aust.), chief accountant 
of Unilever Ltd, has been appointed chairman of 
Batchelors Foods Ltd, as from July rst. 


Mr W. R. S. Huyton, F.c.a., has been appointed a 
director of the Leyland and Birmingham Rubber Co 
Ltd. 


Mr David Evan Webb, r.c.A., has been appointed 
to the board of The Artizans’ & General Properties 
Co Ltd. 


Mr A. I. Todman, F.c.s., has been appointed 
managing director of Veeder-Root Ltd. 


Mr G. F. K. Morgan, M.C., T.D., D.L., F.C.A., has 
been appointed a director of the New Columbia 
Rubber Co Ltd. 


Mr F. C. Day, A.C.A., A.T.1.1., has been appointed a 
director of G. Hopkins & Sons Ltd, whilst retaining the 
position and duties of company secretary. 

Mr Cyril A. H. Jenkins, T.D., A.C.A., has been 
elected President of Cardiff and District Chamber 
of Trade. 


IN PARLIAMENT 
Building Societies: Interest Payments 
Mr GnrMoND asked the Chancellor of the Exchequer 
if, under his proposals, building societies will be able 
to add tax to their interest payments before deducting 
them, prior to the computation of liability for profits 
tax 


Mr SIMON: Yes. 
Hansard, April 21st, 1958. Written Answers. Col. 56. 


FORMATION OF CHARTERED 
ACCOUNTANTS’ GROUP IN OXFORD 


At a meeting held in Oxford on May sth, a new Group 
for the Oxford area of the London and District Society 
of Chartered Accountants was formed. 

The meeting was attended by Mr E. Kenneth 
Wright, M.A., F.C.A., Chairman of the London and 
District Society, and forty-five members from the 
Oxford area were present. A committee of seven was 
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elected under the chairmanship of Mr Robin Langdon- 
Davies, D.F.C., F.C.A. 

An invitation is extended to all members of the 
Institute in the area— both practising and non- 
practising — to join the new group. Inquiries should be 
addressed to Mr Norman Martin, A.C.A., 10 Harbord 
Road, Oxford. 


THE INSTITUTE OF INTERNAL 
AUDITORS 


MANCHESTER CHAPTER 


The Manchester Chapter of the Institute of Internal 
Auditors will hold its next meeting on Tuesday, May 
20th, at 7 p.m. in the Chartered Accountants’ Hall, 
46 Fountain Street, Manchester, 2, when the speaker 
will be Mr J. O. Davies, F.c.A., A.C.W.A., President of 
the London Chapter and chief internal auditor of the 
National Coal Board. 

Mr Davies will address the meeting on the subject 
of "The audit report'. His wide experience in this field 
qualifies him to speak with authority and leaves no 
doubt that a valuable and constructive evening will 
result. The talk will be preceded by the annual general 
meeting at 6 p.m. 

Further information of the activities of the Man- 
chester Chapter may be obtained from Mr R. S. 
Rossiter, divisional internal auditor, Shell-Mex & 
B.P. Ltd, Shell B.P. House, 7 Oxford Road, Man- 


chester, 1 


THE BRITISH GOMPUTER SOCIETY 
FORMATION op LEICESTER BRANCH 


A meeting is to be held in Leicester next Wednesday, 
May 14th, at which it is proposed to form a Leicester 
branch of The British Computer Society. Branches of 
the Society have already been formed in such cities as 
London, Manchester, Birmingham, Glasgow, Leeds, 
Newcastle, Hull, Sheffield and Cardiff. 

The speaker at the meeting, which is to be held at 
6.30 p.m. in room 104 of the Leicester College of 
Technology and Commerce, The Newarke, Leicester, 
will be Dr P. G. Wakely, of English Electric Ltd, who 
will give an address on “Experiences of using a digital 
computer in industry. Mr A. J. Bray, M.A., A.C.A., a 
member of the Council of the Society, will then speak 
on the aims and objects of the Society. 

All interested persons are invited to attend the 
meeting for which no tickets are required. The con- 
venor of the meeting is Mr M. Bridger, Mathematics 
Department, College of Technology and Commerce, 
The Newarke, Leicester, to whom inquiries relating 
to the meeting should be addressed. 


INTERNATIONAL ACCOUNTING 
CONFERENCE 


The 39th international accounting conference to be 
organized by the National Association of Accountants 
(New York) will be held at The Conrad Hilton Hotel, 
Chicago, from June 22nd to 25th. 

There will be five technical sessions at which such 
subjects as ‘Developing the accountant's managerial 
abilities', 'Systems and procedures for the electronic 
age’, ‘Forecasting and planning in the smaller com- 
panies’ and ‘New techniques for judging proposed 
capital expenditures’ will be discussed. 

In addition to the technical sessions, there will be a 
full social programme. 
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| BUILDING SOCIETIES’ ACCOUNTS - 


Tue ‘Sır HAROLD BELLMAN? CHALLENGE CUP 


The second award of the ‘Sir Harold Bellman’ 
Challenge Cup for the best-produced published 
accounts of a member society of The Building Societies 
Association has been made to the Hinckley and 
Country Building Society. The Northampton Town 
and County Building Society was the runner-up and 
the graphs used by the Redditch Benefit Building 
Society were specially commended. 

Thirty societies entered for the competition — which 
was for accounts published in respect of the year 1957 — 
and the accounts were assessed by an adjudicating 
panel consisting of: 


The Duke of Devonshire, M.C., D.L., Chairman 

| (President of The Building Societies Association); Mr R. 
' G. Connell (a member of the Council of The British 
| Federation of Master Printers); Mr Gordon Newton 
(Editor of The Financial Times); Mr H. W. Norris (a 

| member of the Council of The Institute of Bankers); 

: Mr C. U. Peat, M.C., M.A., F.C.4., (à member of the 

| Council of The Institute of Chartered Accountants in 

England and Wales). 


; The Cup will be presented on Thursday, May 15th, 
at the Association's annual conference at Scarborough. 


} 
| CHARTERED ACCOUNTANTS’ 
; GOLFING SOCIETY 


The Chartered Accountants’ Golfing Society played 

its annual match against the Solicitors’ Golfing Society 

on the lovely Royal Ashdown Forest course on April 

26th. The weather could have been kinder, as there 

were a number of heavy showers throughout the day; 

nevertheless they were not severe enough to interfere 

unduly with the play and the match was much enjoyed. 

| The Solicitors have the call on a number of very 

good golfers and they put out a strong team on this 

eccasion which proved too good for the Accountants. 

‘The Solicitors won by 7$ matches to 23. The teams 

consisted of five pairs each and ten foursome matches 

were played. 

Results (Solicitors Society names first): 

l ; Morning: J. Webb and H. Meaby beat J. K. Dick and 
S. G. Sillem, 5 and 4. 

1 B. McGill and P. Marriage lost to J. R. Briggs and W. S. 

Hayes, 2 and I. 

; B. Furber and J. Marsh lost to W. B. Henderson and 

1). W. Gibson, 6 and 5 

| J. Kelly and F. Perkins beat H, W. Pitt and R. B. 

Pittman, 4 and 3 

-R Clifford-T'urner and G. Mott beat K. B. Bristow and 


C. I. Steen, 3 and a. 


| Afternoon: Meaby and Furber beat Dick and Briggs, 
5 and 4. 

| Webb and Marriage halved with Sillem and Gibson. 
McGill and Perkins beat Henderson and Hayes, 1 hole. 
Marsh and Clifford- Turner beat Pitt and Bristow, 4 and 3. 
Kelly and Mott beat Pittman and Steen, 4 and 3. 
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Woop Cup MATCH 


The annual match for the Wood Cup against the 
Association of Scottish Chartered Accountants in 
London Golf Club was held on April 22nd at St 
George’s Hill Golf Club. The match was played by 
bogey foursomes over thirty-six holes and the Scots 
regained the cup from the English Society with a score 
of forty-six holes down against fifty-one holes down. 
The excellent conditions were enjoyed by seventy- 
eight competitors. The best six returns which counted 
for the match were as follows: 

Scottish Society 


A. D. Knox and P. M. Low.. 2 down 
J. B. Morrison and Ralph Darby , 8 , 
D. L. Skinner and T. W. Macdonald 9 y 
R. K. Graham and J. H. W. Williamson 9 y 
R. M. Hogg and M. C. Gorman 9 » 
lan M. yte and J. Thomson o. d 
46 
English Society 
R. W. Davies and J. F, Ray . down 
R. Beck and R. F. Daly : A 5 
J. H. Bradfield and P. knight : 8 , 
C. J. M. Bennett and J. E. Talbot . 9 , 
. J. T. Isherwood and T. C. Miller Qi ss 
N. W. Collett and C. Steen .. TO? 4 
51 


Prizes were provided for the best score over thirty- 
six holes and the best scores on either side in each 
round. 'T'he results were as follows: 


Thirty-six holes 
A. D. Knox and P. M. Low.. 2 down 
Mormng round 
First: R. A. Daniel and H. Lemmon (better 
score over last nine holes) . B. us 


- Second: D. L. Skinner and T. W. Macdonald a c 
Afternoon round 
First: R. K. Graham and J. H. W. Williamson 
(better score over last nine holes) I 
Second: R. Beck and R. F. Daly .. TEM w^ 
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SOUTH LANCASHIRE CHARTERED 
ACCOUNTANTS’ ANNUAL MEETING 


At the annual meeting of the South Lancashire Branch 
of the Liverpool Society of Chartered Accountants, 
at The Fleece Hotel, St Helens, the following officers 
were elected for the ensuing year: 

Chairman: Mr W. I. Livesey, J.P., A.C.A. 

Vice-Chairman: Mr L. A. Pardey, F.c.a. 

Hon. Secretary: Mr E. S. Stanley, a.c.a., c/o Beecham 

Pharmaceuticals Ltd, Westfield Street, St Helens. 

Hon. Treasurer: Mr S. Dobb, A.C.A. 

An amendment to the rules of the Branch, increasing 
the number of the committee from 9 members to 12, 
was approved by the meeting. The three new vacancies 
on the committee were filled by members of the 
Branch who were previously incorporated accountants. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, S.W.l 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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CITY DISCUSSION GROUP 


The last meeting of the season of the City Discussion 
Group of the London and District Society of Chartered 
Accountants will take place next Wednesday at The 
Cock and Bottle, Laurence Pountney Hill, Cannon 
Street, London, EC4, at 6 for 6.30 p.m., when Mr B. 
C. Dixie, F.c.A., will speak on “The Finance Bill, 1958’, 
and Mr J. C. Durnin, A.C.A., secretary to the Group, 
on "TIhe Institute and communications'. 


NORTH LINCOLNSHIRE CHARTERED 
ACCOUNTANT STUDENTS' SOCIETY 


'The first annual dinner of the Chartered Accountant 
Students! Society of North Lincolnshire was held 
recently at The Royal Hotel, Grimsby. 

Among the ninety-four members and guests present 
were Mr H. V. Heckford, ong, H.M. Inspector of 
Taxes, Grimsby: (1st) District, Dr R. E. Richardson, 


M.sc., Director of Education, Borough of Grimsby. . 


Other guests included representatives from the students’ 
societies of Leicester, Sheffield, Leeds, Bradford and 
Newcastle. The Lincoln members of the Society were 
represented by fifteen students and two principals. 

The toast of “The Chartered Accountant Students’ 
Society of North Lincolnshire’ was proposed by Dr 
Richardson and Mr D. J. Berman, Hon. Secretary of 
the Students’ Society, responded. Mr Heckford 
responded to the toast of “The Guests’ proposed by 
Mr D. Shores. 


ANNUAL MEETING 


At the annual meeting of the Society the following 
officers were elected for the ensuing year: 

President: Mr A. A. Beardsall, F.c.a. 

Vice-Presidents: Messrs G. R. Smith, roa, L. S. 

Wrightson, A.C.A., K. B. Collinson, A.C.A. 
Hon. Secretary: Mr D. J. Berman, 17 Hainton Avenue, 
Grimsby, Lincs. 

Hon. Treasurer: Mr B. H. Fawcett. 

Hon. Lecture Secretary: Mr T. C. Moss. 

Hon. Auditor: Mr J. B. Harrison, F.C.A. 

Committee: Messrs J. B. Gladwin, J. B. Haryott, A G. 

Horton, G. Mcintyre, J. B. Mathews. 

The annual report of the Committee for the year 
ended December 31st, 1957, presented at the meeting, 
records that membership numbered thirty at December 
31st. A programme of nine lectures was held during 
the year in conjunction with the students' sections of 
the Hull and District Societies of Incorporated 
Accountants and Certified Accountants. 

Early in 1957 the first course of Saturday morning 
lectures was held, and proved so successful that a com- 
plete course was instituted in the current session which 
began last October; the course finishes in May and is 
being well attended. 

The committee has also arranged a residential 
course in conjunction with the students' societies of 


Sheffield and Leicester which will be held in the 


autumn of this year. 
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BIRMINGHAM AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


CovENTRY AREA BRANCH 
At the annual meeting of the Coventry Area Branch 
of the Birmingham and District Society of Chartered 
Accountants, the following officers and committee were 
elected for 1958—59: 


Chairman: Mr J. R. Mead, J.P., F.C.A. 

Vice-Chairman: Mr D. H. Smale, A.C.A. 

Treasurer: Mr G. F. B. Peirson, F.C.A. 

Secretary: Mr M. J. Kirby, F.c.a., 9 Grosvenor House, 
Grosvenor Road, Coventry. 

Librarian: Mr 'T. D. Kelly, a.c.a. 

Committee: Messrs B. K. Mead, Aca, F. H. 
Parkinson, r.c, D. Salmon, a.c4. A. H. 
Smalley, F.c.a., G. E. Withers, A.C.A., 


THE WEST WALES CHARTERED 
ACCOUNTANT STUDENTS’ SOCIETY 


At the recent annual meeting of The West Wales 
Chartered Accountant Students’ Society, held at 
Lovells Café, Swansea, and attended by thirty-nine 
members, the following officers and committee were 
elected for the ensuing year: 


President: Mr D. F. Pratten, A.C.A. 

Vice-President: Mr R. Gibb, A.C.A. 

Hon. General Secretary: Mr L. Matthews, c/o Messrs 
Sidney H. Buckland & Son, Moorgate House, 6 
Christina Street, Swansea. 

Hon. Lecture Secretary: Mr T. G. Calvert. 

Hon. Treasurer: Mr P. M. Smart. 

Hon. Sports Secretary: Mr A. Edwards. 

Committee: Messrs G. E. Gibbs, J.P., F.c.a., J. G. 
Powell, a.c.a., H. Wilson Thomas, F.C.A., 150. 
Groocock, T. Knowles, W. J. Lavington, Misses J. J. 
d A. Griffiths, Messra I. B. Anjous, and N. H. 

aviea. 


NEW COMPUTER, JOURNAL 
In the publication of the first 1ssue of The Computer 


Journal, & new quarterly journal entirely devoted to 


the development and use of computational equipment 
and related techniques has made its appearance. 

The new journal is published by The British 
Computer Society, to whose members it is issued free 
of charge. To non-members of the Society the price 
for single copies is 15s, the annual subscription being 
£2 tor, The journal is intended to cover the whole 
field of computer and data processing techniques — 
engineering and scientific, as well as business and 
commercial applications. The following is a selection 
from the contents of the first issue: 

‘Parallel programming’, by S. Gill (Ferranti Ltd). . 

“The solution of railway problems on a digital computer’, 

by A. Gilman (The English Electric Co Ltd). 

“The first year with a business computer’, by A. J. 

Barnard (City Treasurer, Norwich Corporation). 

‘Automatic retrieval of recorded information’, by R. A. 

Fairthorne (Royal Aircraft Establishment, Farn- 
borough). 
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Comment on Coal 


N the Select Committee on Nationalized Industries 

\ j (Reports and Accounts) published its first report last 

November on the North of Scotland Hydro-electric 
Board and the South of. Scotland Electricity Board, the minutes 
of evidence included submissions by the chairman and deputy- 
chairman of the National Coal Board.! The committee has now 
digested the well-expressed views of those and other authorities 
and has produced its report on the workings of the Board during 
the first ten years of its existence.? 

During that time, the fortunes of the coal industry have been 
affected by a number of factors which has resulted in it being . 
‘neither wholly a public service, nor wholly a commercial under- 
taking’. These included the absolute priority given to the quantity 
of coal production; the demands of the home market which 
restricted a profitable export trade; 2 manpower shortage; and 
the compulsion on the Board to get the Government’s agreement 
before changing coal prices. Keeping all this in mind and having 
regard to the special statutory position of the Board, the com- 
mittee in its comments and conclusions have given full weight to 
commercial and economic considerations. 

Prominent among the recommendations made is the suggestion 
that the Ministry of Power should be able to make a greater 
financial check on the Board’s capital investment with a view to 
estimating the profitability of the schemes it 1s called upon to 
finance.. This might be done by the Board giving to the Ministry 
annually, as well as an estimate of the expected average yield from 
the total investment, an account of the major schemes with the 
lowest yields and the reasons for their promotion. The basis of 
investment in the industry should be constantly re-examined and 
it is proposed that the annual reports of the Board should make 
a comparison of the actual results achieved with the official 


. forecasts made in 1956. 


Accountants will note with satisfaction the Board’ S undertaking 
to disclose full information concerning the progress made in the 
techniques of job analysis, standard costing for labour and wages 
and.work study, the wide use of which throughout the industry 


is already making for a much higher level of administrative 


efficiency. The committee's suggestion that, since in an extractive 
industry depreciation even on a replacement basis is not enough, 
the funding of new investment should be reflected in the price of 
coal and not withdrawn annually from the nation's SSES should 
also meet with general professional approval. 


? H.M.S.O. i$ 6d net. 
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Bill - m 


SECOND READING DEBATE 


of the "dividend-stripping' Clauses of the 

Finance Bill in order to review the debate 

on the second reading which took pa last 
Monday. ` 

In moving the second. idis Tue FINANCIAL 

SECRETARY TO THE TREASURY gave à brief résumé 

of the Bill and an indication of some of the things 


Tus E we . interrupt our examination 


` which it was designed to deal with. He said that 


the suggestion made last year that the Bill should 
be accompanied by an explanatory memorandum 


bad beet) studied with care but had been found 


to be impracticable. 

Mr Simon’ said that clause 1 and the First 
and Second Schedules embodied one of the two 
major fiscál reforms proposed by the CHANCELLOR; 
the simplification and reduction of the purchase 


tax. Except that the exemption for minérs' boots 


and helmets was restored, clause 1 and the First 


Schedule corresponded with the Budget pro- 


posals. The Secorid Schedule was the culminating 


rn in the rationalization of the: purchase tàx- 
tatiff. Apart ‘from: "incorporating thé changes in' 


the law, the opportunity had been taken to reform 


the’ layout. However, twenty-five’ out? of the 


thirty-three groups-in the new schedule had the 


same number as the old. The new schedule would 


not be operative until October 1st, im order to 
give the Customs and Excise Department time 
to compile and issue a new Notice No. 78. : 

Clause 2 (deeining the functions of local 
authorities and other: bodies to constitute a 
business) was necessary, ‘according ^to the 
FINANCIAL SECRETARY, to resolve the situation 
arising out of a decision of the Scottish Inner 
Court of Session, which decision cast doubt on 
the previously accepted definition of the word 
‘business’ in purchase tax law and left it uncer- 
tain how far local authorities are amenable to 
purchase tax law. 'lhe matter is particularly 
important in relation to printing and.stationery. 
It would be a grave anomaly if local authorities 
could escape purchase tax. The clause is not 


exclusively for the benefit of the Exchequer. A 
person who carries on a business making non- 


chargeable goods is entitled to registration for 


hes purpose of securing relief from tax on charge- 
able materials. 'The clause will put beyond doubt 
the title. of local authorities to this benefit. On 
the other hand, they. will have. to’ pay tax on 
chargeable goods which they make for themselves. 
MR SMON said that not to tax them would mean 
inequity to the commercial interests concerned, 


particularly printers. Nevertheless, it still seems. 


a little odd that one should have to pay ‘purchase’ 
tax on articles. one makes for oneself... uj 

The- FINANCIAL. SECRETARY went on- to say 
that clause 3 (1), which reduces entertainments 


duty, means. a saving of an average of £3,500 per. 


annum per cinema. The reduction averages.58 per 
cent over all. cinemas, but in the case. of a small 
cinema, seating, say, 500,- and collecting £175 


weekly from a price range of rs.3d to 2s 3d, the. 


reduction :will be worth. £30 a week: and will 


amount to,.71 per cent. Clause 3 (2). provides 
for simplified administration of the. entertain- 
ments duty. Ar present; it may be paid in-one of' 
two ways. ‘The first is by adhesive excise stamps; 


or Government’ tickets, and the second.is on the 


basis. of weekly certified returns. If the second. 
method is. used, security has to be given. Over: 
80 per cent of exhibitors pay duty on the weekly. 


return basis and probably more would do se if 
it were not for the requirement of security; 
clause 3 (2) changes the system 80 as to provide 


for weekly returns only. It is not intended to 
require security in future ‘save’ exceptionally - 


where it is necessary for the safety of. the 


Revenue’. The trade associations will be con-: 


sulted about details before the new arrangements 


rene ee 


are introduced by Statutory Instrument to come ! 
into force on October sth. Ever since 1916; the. ` 


Commissioners of Customs and Excise have had: 


power to delegate to local authorities and to the 
police their duty with respect to entertainments 
duty. But this power" has apparently not been 
used.since 1920. The power is to be revoked by 
clause 3 (4). 

Dealing with clauses 4 and: 5, which effect the 
reduction: by 2s a bottle.of the duty on heavy 
wine,. Mn Simon’ explained that the word 
“sweets” used. in relation: to. wines: produced in 


——À 


— 
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this country is a statutory term gq ing back to the 


seventeenth century. It is used b er than ‘wine’ - 


because it covers fermented drinks not made 


from grapes, including mead 'a&d metheglin. 


The FINANCIAL SECRETARY also explained the 
background to clause. 6 which exempts from 
spirits duty methyl alcohol ‘notwithstanding that 
it is so purified or prepared as to be potable’. He 


stressed that this liquid is a poison: and that a | 


person who offers methyl alcohol as a beverage 
commits an offence. It only became liable ‘to 
spirits duty because in the last century the 
rumour went round that a German chemist had 
found a way of removing the toxicity of methyl 
alcohol without otherwise impairing its effects. 
Hence a precautionary measure was put on. the 
Statute Book but these hopes-or fears were never 
fulfilled so the duty is now removed, thus making 
savings.in administration costs for the depart- 
ment and for industry. ‘The duty was in any case 


repaid when the methyl alcohol was. used for- 


ndustrial or research purposes. 


. The FINANCIAL SECRETARY said that cases "7 
effected a considerable : improvement in the. 


administration of motor. licence duties... New 


licences could be issued for four, eight, or twelve. 


months so. that the administrative work could be 


spread and. the individual motorist could choose. 


stances..Clause. 8 would: enable the. owner of a 


lhid-up car, which: could not be. licensed until: 
. it had been road-tested; to drive it to and from- 


the test without an excise licence. - 


‘On the: question o Schedule .E. MN 


Mr. SIMON. gave the official explanation of-the 


rejection. of the proposal that the wording of the. 


rule should be: liberalized. . He said that “various 


orms of general. wording. have- been: suggested, 


but we: have.not found one :-which would not 


either let in-expenditure: which is.inadmissible or . 
Greate a wide area of doubt’. "T'his.i$ an interesting. 


statement, How could a oe let:in-an “inadmis- 


sible’ expense which by the terms of the rule was. 


inadmissible? It seems.evident that the e 
SECRETARY used. the . word: ‘inadmissible’ : 


rneaning something. which the Inland. Race 
think ought not to be admissible. As to the fear. 


i G $ DER DE OS E 
of. enacting. something which might give rise to 


doubt; this..is certainly: something .new.. On. 
clause 14, which gives some relief for profes-. 
sional subscriptions; he said that where the:body: 
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to which the subscription was paid had significant 
activities of a kind different from activities of a 
professional or learned character, e.g. the prose- 
cution of salary claims, a fairly apportioned part 
of the subscription would be disallowed. From 
the body of the House, Mr DoNALD WADE said: 


‘I regret that the recommendations of the 
‘Institute of Chartered Accountants on thie Schedule 
E expenses rule have ‘not been accepted. The 
Government might have seen their way to accept 
those proposals. I do not think that clause 14 will 
go very far to help professional people, of modest 
means.’ 


Mr HAROLD WILson said it was EE of the 
Government that they bad drawn clause r4 in 
such a way that it allowed the lawyers to get their 

trade union subscriptions paid but that Së other 
trade unions would be eligible. 

MR .SIMON gave an interesting. and lucid 
account of the ways in which the various devices 
commonly. known. as ‘dividend stripping’. work, 
or.atany rate used to work. We dealt with these, 
devices in some detail last week. —— 

.- The FINANCIAL SECRETARY, announced à new 
extra-statutory . concession in connection with 
estate duty. It in effect. nullifies the decision in, 
Re Hodge's Policy (36 AT.C, 270). This was a 
case where duty was held, to be chargeable at. the 
death. of an assured person upon. the money. pay- 
able on an insurance policy, although the policy 
had become. the .property of the, beneficiary 
twelve. years . earlier, when. it was already fully 
paid, up.. [he Government, said the FINANCIAL 
SECRETARY, were -reviewing ‘the whole question. 
of the treatment. of life policies but it: "was ex-. 
tremely. complicated and a solution had. not yet 
been. found. In the. meantirne, the following con- 
cession. would apply in.respect of. deaths after 
April 1 5th, 1958., Where. ‘a beneficiary i is absolutely 
and indefeasibly entitled to a policy for. a, sum 
of money payable on the death of another per- 
son,.no duty will be: | charged. thereon on the 
death. of that person; “provided that the bene- 
ficiary became entitled .. more than- five years 


. before the death and he life assured neither 
retained any benefit for. himself nor paid any, 


premiums within the five years. If he. paid some. 
of the. premiums in the five. years, the claim to. 
duty will. be limited to the porresponding, propoz 
tion, of the ir assured. . 


:, (To be P 1, 
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The Meaning of a Business 


by W. H. D. WINDER, M.A., LL.M. 


what is legally comprised by the expression ‘a 

business'. Does it include the premises on 
which the business is carried on, the stock-in- 
trade, and bank balances? If it does include the 
latter, to what extent does it include liabilities 
(income tax liabilities, as well as trade debts); and 
is the goodwill, if any, included? The context in 
which the expression ‘a business’ is used must, 
of course, be considered but, subject to this 
general factor, all decisions of the Courts on the 
scope of the expression are of significance. The 
latest decision is that of In re White ([1958] 2 
W.L.R. 464) in which there was a bequest of a 
‘business’. 

Among the legacies enumerated in the will, the 
testator gave and bequeathed ‘the business of a 
house furnisher at present carried on by me at 
64 Myddleton Road’, as to two-thirds to his wife 
absolutely and as to one-third to H. for their dwn 
use and benefit absolutely, and the will expressed 
the wish that H. should carry on and manage the 
business as she should think fit. The residue was 
devised and bequeathed to his wife. 

On the death of the testator four years after 
making the will, his executor asked the Court what 
the bequest comprised, and whether it was sub- 
ject to the payment of the testator's trade 
liabilities at his death and of the income tax 
payable in respect of the profits of the business 
down to his death. It was held that the bequest 
of the business did not include the testator's bank 
balance but included the stock-in-trade with the 
furniture and floor coverings, the book debts and 
the freehold property at 64 Myddleton Road, and 
was subject to the payment of the testator's trade 
liabilities at his death; but not to the payment of 
the income tax payable in respect of the business 
down to his death. 


I T may be important for many reasons to know 


Goodwill and Other Assets 


From at least the time of the leading modern case 
of In re Rhagg ([1938] Ch. 828) the Courts have 
been inclined to take a much broader view than 
used to be taken of the meaning of the term ‘a 
business’. ‘There had previously been suggestions 
that prima facie all that passed by the gift of a 
business was the goodwill and not tangible assets. 
In that case, however, referring to the bequest of 
the testator’s ‘business of a solicitor’, Mr Justice 


Simonds rejected the contention that nothing 
more than the testator’s share of goodwill passed 
under the bequest and said: 


‘It appears to me an arbitrary and unjustifiable 


selection of a particular asset among the several 
assets of which‘a business is made up. The word 
“business” in such a context as this bears much 
the same meaning as when it is said that a man has 
sold his business. It means the undertaking or 
enterprise itself, not the process of carrying it on. 
When, therefore, a solicitor bequeaths his business, 
or as the bequest must in the present case be read, 
his share of the business carried on by him in 
partnership with another, I see no reason for 
saying that goodwill rather than any other asset 
passes. If an passes which is an asset of 
the business, why should not everything pass 
which is an asset of the business?’ 

In this case it 1s, incidentally, interesting to 
observe that the testator, who was a solicitor, did 
no boggle at using the words ‘my business as a 
solicitor’. Probably, like most accountants, he was 
more attached to the expression ‘my practice’ in 


everyday speech, but when it comes to a legal 
document there is some wisdom in using the 


more concrete word ‘business’ ~ at least, when 
tangible assets are in question. The testator 
bequeathed his “business as a solicitor’ and the 
office furniture, law books, and other articles in 
the office to his managing clerk, and the residue 
of his estate to charities. Some time after the 
date of the will the testator made the legatee his 
partner, giving him one-half of the profits. On 
the Court being asked what passed under the 
bequest, it was held, in the first place, that the 
bequest was not adeemed by the fact that a 
partnership agreement had been entered into. It 
was further decided that all the assets and moneys 
employed in the business, including the office 
premises, undrawn profits, the testator's capital 
therein, and loans made to clients, and not merely 
the goodwill of the business, passed to the legatees. 


Not Limited to Goodwill 


The Court decided not to exclude anything 
which was, in fact, treated by the testator as an 
asset of his business. While he carried on business 
by himself alone, said Simonds, J., he treated as 
such an asset certain sums which he had advanced 
to clients actual or potential, and these sums were 
to him as much the assets of his business as plant 
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id stock would have been to a manufacturer. 
[There was no reason to attribute any change on 
g the legatee into partnership. 
| If the gift had been confined to goodwill or to 
a share of goodwill, the result would have been a 
strange one. The residuary legatees would pre- 
sumably have been entitled to require that the 
bther assets of the partnership should be realized 
the ordinary course of winding it up; that the 
easehold premises on which the business had 
been carried on (and which might well have been 
of importance to its successful continuance) 
should be disposed of; and that the debts due to 
the business should be got in, and got in without 
that regard for the feelings of-a client which would 
influence a solicitor anxious to maintain the good- 
will of his business. Simonds, J., could 


| “see no justification for attributing such intention 
' to the testator, or for giving such an arbitrary 
! direction to his ‘bounty’. 

| 

| 

: Undrawn Profits and Liabilities 


"Undrawn profits’, including sums due or to 

become due in respect of work done or in progress 

at the death of the testator, were also included in 

B Gë bequest of the business. These were items 

" [which were held to be inseparably connected 

with the business. 
| 


| ‘Perhaps indeed’, said Simonds, J. ‘nothing 
| would come more quickly to one's mind as being 
| included in a man's share of a business than the 
| undrawn profits which were payable to him. So 
| also with money in the till or money at the bank, if 
| it can be identified with the business,’ 
| 


“The substance of the bequest is the assets of 

, {the business subject to its liabilities.’ This 
| [judicial description given in In re Rhagg was 
| ‘adopted i in In re White in support of the ruling 
| ithat the bequest of the business of a house 
furnisher was subject to the payment of the 


| itestator’ s trade liabilities at his death. Mr Justice . 


| Wynn-Parry said that the judicial authorities on 
| ithis aspect of the matter were not in a satisfactory 

state. 

| There is the case of In re Timberlake ([1919] 

63 S.J. 286) which concerned an estate that was 
; insolvent and in such circumstances the question 
| [whether the bequest of the business subjected it 


to debts would appear to have been somewhat . 


academic. In re Harland-Peck ([1941] Ch. 182) 
jwas also unsatisfactory from the point of view 
of this question because it is a report of the case 
in the Court of Appeal from a judgment of 
Farwell, J., who.decided two points, the first being 
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one against which no appeal was made, namely, 
the question whether a gift of the business in that 
case was subject to the liabilities. But there is 
the unreported case of In re Abbott (Law Times, 
November 8th, 1941) in which Mr Justice 
Uthwatt is stated to have expressed the. view 
that it seemed wrong that. the legatee of the 
business should. take it free from the liability. to 
pay debts. He inclined to the view which Farwell, 
J., rejected, namely, that the gift of a business was 
the gift of an entity. He, however, did not decide 
the point, having regard to the unusual circum- 
stances surrounding the gift in In re Abbott. 


Business ‘Capital’ 


Wynn-Parry,.J., did feel able to decide the point 
in In re White. He thought it was a case where the 
business should be regarded as an entity on the 
ground that the will contemplated a continuance 
of the business, lock, stock, and barrel, as it 
existed at the date of the death of the testator. It 
was true that his accounts were not confined 
merely to accounts of the business, but it was 


jeasy to extract, on analysis, what he treated as 


,assets of the business and what he did not. He 
clearly treated the amount of the trade accounts 
as charged on what he regarded as his business 
ae 
. Such a conclusion may not be so easily duvn 
if the business was carried on in partnership, 
according to- an obster dictum in In re Rhagg. 
Simonds, J., said that somewhat different: con- 
-siderations may be involved where the business 
-was that of the testator alone and where he carried 


it on in partnership and he continued: 


‘In the former case to speak of his “capital” in 
the business or his undrawn profits may be wholly 
. misleading. The substance of the bequest is the 
assets of the business subject to its liabilities. T'here 
may be balancing figures in the accounts of the 
business which are called capital and undrawn 
profits, but, in fact, those figures are represented 
by the assets of the business, the stock-in-trade, 
cash at the bank, and so on. Where, on the other 
hand, the testator carries on a business in partner- 
ship, and bequeaths his share in the business, the 
result can only be to put the legatee in his place in 
relation to his partner. The legatee will, subject to 
the partnership articles, become co-owner of the 
several assets of the business, but the right and the 
obligation to account is of the essence of the 
relation, and in that connection it is sensible to 
speak of the capital and undrawn profits of the 
testator. They are things which have a real meaning 
as distinct from the assets of the business in the 
rela ion which exists between the partners. The 
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distinction may be of no practical. importance 
where thé legatee:is himself the' sole surviving 
partner, pat it would be vital if ne were not.’ 


“Tax Liabilities 


A point which does not seem to have arisen ix 
decision before In re White concerned tax. Can a 
tax liability already existing at the date of death 
of the testator be set off against a bequest of a 
business? Wynn-Parry, J., held that, taking the 
profits down to the testator's death to be con- 
fined to: the amount assessed on him under 
Schedule D in respect of the TuS to which he 
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had become entitled through carrying on the 
business, the tàx be regarded as entirely 


.. personal to-him. and ‘should not be paid out of the 
l business assets. In other words, such tax was 


payable out: Si the other assets of the deceased, in 
the usual way and not out of the profits and assets 


which comprised the specific bequest of the 


business, — 

Other forms of tax would not be regarded ‘as 
entirely personal to the testator’ and might well 
be included in the liabilities attached to the 
business. Liabilities in respect of rates iii 
also be attached. . 


NORTH AMERICAN COMMENTARY- XC 


Current Accounting Opinions in the United States and Canada — — 


. by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A (Canada), — 
Professor of Accounting, McGill University, Montreal ` ` - 


The E of Accountancy, "n A 
New York, March ^... - | on 
Inadequacy of Financial Reporting 


HE American Institute of Certified. Public 


| Accountants’ has formed a committee to 
study a. new approach. to accounting 


research, In this corinection the editorial vom. 


ments that, while most criticisms of accounting” 
are concerned with financial reporting for in- 
vestors and the public, there are signs that 
business executives ` Dnd + accounting “ynsatis- 
factory for decision-making. The firiáncial Vice- 
President of the Cüciacciie and Ohio Railroad. 
is quoted as saying: 


` ‘Offhand I cannot think! of, à à single~ major-_ 


. decision that we make by going back to these 
books of accounts.’ a 
‘Demands upon accounting seem: fo be" oùt- 
distancing progress towards meeting them, con- 


cludes the editorial. It hopes that the riew Com. 


mittee will find approaches .to solutions. of ` 
problems, the final solution of which will take 
years of work in which all the interested groups, 
including government agencies, labour: organ-.~ 
izations, economists and statisticians, must 
participate. 


e 


The Designation ‘Tax Consultant’ 


, editorial reminds. readers that in em a state- 


ment published by the National Conference of 
Lawyers and Certified. Public Accountants, and 
approved by the Council of the - American 
Institute, said an. accountant should not describe 
himself as ‘tax consultant’ or ‘tax expert’. It. con- 
cludes that this is still.a sound rule to follow. - . 


Management Advisory Services l 
Mr M. D. Bachrach, c.P:a., sees in the develop- 


. ment of specialists within. the profession, the 


most feasible solution — for the small accounting 
afirm -to the problem of meeting the special 
needs of clients for management advisory ser- 
vices. "To these; the. general practitioner will 
refer special cases without the risk of losing his 
client, now, that the Institute membership has 
bo thé following Council recommendation: 


"A member. who receives an. engagement for 
‘services by referral by another member shall not 
; extend his services beyond the specific engagement 
without consulting with the referring member.’ ' 


Mr Bachrach hopes the larger accounting firms. 
will iow take the initiative, through their branch 
offices, in conducting a campaign to educate 
smaller practitioners as to the nature of manage- 
ment services which are available, the qualifica- 
tions of the personnel who, will perform them, 


Last year the Michigan State: Bar Association ` and such questions’ as ‘computation and: division 
gave a formal opinion against use by its.members of fees. ‘They. should make it clear, he says, that 
of the designation ‘tax consultant" or "tax thé servicés of the smaller practitioner will be 
specialist’ because, while some lawyers might’ used to the fullest extent possible in connection: 
specialize in tax, law, all might practise it. The. with any, engagement. 
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Staff Training 


TEN to the efforts needed today to entice 
college graduates into the accounting profession, 


Mr S. Wesley Marcus, C.P.A., national staff 


training director of Messrs Price Waterhouse & 
Co, tells of the cataclysmic change from the con- 
itions of the 19208. His firm gives a four-week 
course comprising a practice case which simu- 
E audit procedures on an actual job, inter- 
persed with talks by partners and managers on 
office routine, history of the organization, 
personnel matters, etc. 
` Also at each branch office, discussion group 
meetings are arranged. At these meetings there is 
free and informal exchange of ideas under the 
d dership of one of the more experienced staff 
members. For on-the-job training, Mr Marcus 
says that tested and proven practices have been 
recorded in a memorandum supplied to each staff 
member. Each assistant in charge of an audit is 
occasionally required to fill out a check list on at 
least one job, and this is reviewed jointly with the 
manager assigned to the job to stimulate thinking 
about on-the-job training. 


= Loew’s Inc 1957 Annual Report 


A footnote to the financial statements of Loew’s 
Inc, for 1957, reveals that what would, under 
former methods of accounting, have been net 

ings of $745,000 was converted to a loss of 


$455,000 by the following changes in accounting 


. practices: completed film productions in inven- 


tory at August 31st, 1957, were valued at the 
' lower of cost (less amortisation) or estimated 
— kealizable value on an individual picture basis 
instead of in aggregate; down payments from 
television stations for film rentals were taken into 


. income over the period of film usage instead of on 


| 


receipt; certain expenses previously capitalized as 
part of the cost of pictures were charged direct to 
income, while. other expenses formerly recorded 


| at the time of payment were recorded on an 


accrual basis. The changes, which were approved 
by the auditors, were given widespread press 
attention. 


4.4. Bulletin (National Association of 
Accountants), New York, March 


| Statistics and the Accountant 


The usefulness of statistical tools, says Mr Frank ` 


T. Whiffen, C.P.4., is indicated by the relatively 
recent development of management by exception 
in the field of management. The application of 
statistical tools enables the accountant to predict 
the expected, point out the exceptions and select 
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those significant enough for management's atten- 
tion. 'l'he statistical analyst is capable, for 
example, of taking into consideration almost all 
the factors which could have affected the item or 
items at variance, and fitting them to a learning 
curve, a machine tool wear schedule, and factors 
such as machine breakdown or failure of material 
supply. The accountant does not himself need to 
be a mathematician or statistician, concludes Mr 
Whiffen, but he must understand the capabilities 
and limitations of statistical tools and he must 
have practice in their application. 


The Controller, 
New York, March 


Shortage of Skilled Pe for ` 
Automation 


The Office Executives Association is reported as 


: having announced that the use of automated 


devices will be seriously challenged for the next 
few years by a growing shortage of skilled oper- 


ators. Experience thus far has shown, it says, that 
. while lower skills have dropped but slightly, the 


demand for employees of medium and high 


" Clerical skills has increased. While there is justi- 


fiable concern about the shortage of scientists and 
engineers, this other shortage is seen to be just 
as certain and nearly as dangerous. 


The Canadian Chartered Accountant, 
Toronto, March 


The Accounting Firm and its 
Students -in training 


Mr John W. Bennett, c.a., Past President of ilie 


Students’ Council of the Institute of Chartered 
Accountants of Ontario, says the Canadian stu- 


dent expects, and should receive, not only an 


adequate salary but also a daily educational 
course during his apprenticeship period. Of the 
two main systems of handling staff, the pool 
system and the staff system, he prefers the former; 
under normal conditions. This means that the 
entire staff, other than partners and supervisors, 
are grouped in a pool from which allocations are 
made to all audits of the firm. This gives wider 
experience than a staff system in which a partner 
is assigned certain employees for various audits. 

Mr Bennett would have each firm assist its 
students with their lessons for the Ontario 
Institute’s correspondence course by having them 
report, perhaps on their time sheets, number of 
lessons completed, marks received, etc. For this 
purpose Mr Bennett suggests that a partner or 
supervisor should be appointed as ‘father con- 
fessor’ to a certain number of students. 
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Industrial Production 


In the United States, Soviet Russia and Great Britain 
(Contributed) ` ` 


certain branches of science and technology, 
Soviet Russia 1s ahead of the Western coun- 
tries. Moreover, it is the declared policy of the 
Soviet rulers to expand their industry at such a 
rate that Russian industrial output will overtake 
that of the United States at a not-too-distant date. 

What do we know of tbe relative levels of 
American and Russian industrial production and 
productivity? How do the standards of living of 
the ‘two peoples compare? Where does Britain 
stand in relation to these two industrial giants, 
and what are the prospects of Soviet production 
matching that of the United States over the next 
decade or so? 

A few years ago it would have been ge 
impossible to provide answers to any of these 
questions. Until 1956, such statistical information 
as existed on Russian production was generally 


Bees in 1957 proved conclusively that in 


ip relative rather than in absolute terms and took 
the form of percentage achievement against non- 


specific targets. Legitimate doubts could well be 
thrown on the accuracy of some of the statistical 
information released by the authorities. But in 
the last two years a great deal of data hàs become 
available and this applies particularly to the years 
1950 and later. 

There is reason to believe that the information 
now being given is reasonably accurate. The 
Statistical Bulletin of the United Nations contains 
statistics relating to the Soviet economy; The 
Economic Survey for Europe, published by the 
Economic Commission for Europe, provides an 
annual survey of certain features of the economy; 
a statistical abstract, The National Economy of the 
U.S.S.R., was translated into English last year. 
These provide basic data for measuring changes 
in Russian industrial output. 


Population and Employment in 
Manufacturing Industries 
Some facts about population and its rate of 
increase, and the numbers employed in manu- 
facturing industry are an essential preliminary to 
any discussion on production. At the middle of 
1957, the population of the United Kingdom was 


- almost 514 million, that of the United States 


171:2 million, and that of Soviet Russia, nearly 


204 million. Population is increasing by 3 million 
a year in the U.S.A., by 34 million in the U.S.S.R. 
and by about a quarter of a million in the United 


Kingdom. Birth-rates in the first two countries | 


are higher than in Britain, in fact, their net 
increase in population, i.e. births minus deaths, 
is about 17 per 1,000, slightly higher than the 
birth-rate in Britain. 

However, the industrially employed population 
is a much higher proportion of total population 
in Britain than in Russia or the United States. In 
1955, some 174 million persons were employed 
in manufacturing industry in Russia, about 17 
million in the U.S.A., and 9} million in Britain— 
an indication of the greater concentration of 
manufacturing industry in Britain. By reason of 
the low birth-rate in Russia during the war, 1941 
to 1945, it is not likely that employment in manu- 
facturing industry has increased substantially 
since 1955, the date of the latest available figures. 
Average employment in industry during 1957 
was of the order of 17 million in the U.S.A. and 
9:2 million in Britain. 


‘Current Levels of Production | 
Comparing the levels of industrial production in 
the tbree countries is by no means an easy task. 
So far as the author is aware, no direct com- 
parisons have yet been made for the three 
countries for the same year. One has therefore to 
fall back upon estimates made at different times 
and bring them up to date by using index 
numbers of production. 

Two major problems are encountered in com- 
paring output in two different countries. If output 
measured in physical quantities, e.g. tons of steel, 
numbers of cars, is used as a basis of comparison, 
the relative importance or weight to be assigned 


DEEN 


to each product is difficult to arrive at since unit | 
costs of commodities may vary widely in the two | 
countries. If net output or ‘value added’ is used ` 
as a basis, the total ‘value added’ in the two coun- ; 


tries may fairly easily be obtained — in terms of 
national currencies. Here, the difficulty arises in 
calculating rates of exchange which really reflect 
relative purchasing power in the countries con- 
cerned for broad commodity groupings. 

Her comparing industrial production in Soviet 
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Russia and the United States, it is proposed to 


use the conclusions reached by two American 
experts, Professors Hodgman and Galenson. The 
author of this article is not in a position to com- 
ment upon these conclusions, except to say that 
they are mutually compatible and consistent with 
estimates made of United States and United 
‘Kingdom national incomes and the shares of 
these attributed to industry. Statistics of net out- 
put of manufacturing industry in the United 


States and the United Kingdom have been used 


by the author to compare industrial production 
in these two countries in 1956. 


Changes in Production since 1950 


In his book, Soviet Industrial Production, 
1928-51, Prof. Hodgman suggested that in 1950 
industrial production in the U.S.S.R. was just 
over one-third of that in the U.S.A. —35 per 
cent of it to be móre precise. Prof. Galenson, in 
Labour Productivity in Soviet and American 
Industry, concluded that in the immediate pre- 
war period, labour productivity was less than 
40 per cent of that in the U.5.A. He added that 
there was no improvement in this relationship 
(from the Russian point of view) as late as 1950. 
‘These two estimates are generally in line with 
one another. Moreover, a Soviet authority came 
to much the same conclusion as Galenson. 
Taking 1950 as roo, industrial production in 
Soviet Russia had risen to 184 in 1955 and to 204 
a year later; according to Russian sources. It seems 


. that the very rapid rate of increase — 12 per cent 


per annum between 1950 and 1956 — was not 


——— E 


maintained in 1957, largely on account of the 
need to.consolidate the gains already made. 
Judging from the content of speeches made. by 
Russian leadérs, the 1957 level can be estimated 
at 7 per cent above that of 19 56, giving an index 
of 218 — (1950 = 100). 

No index of production is given for manu- 
facturing industries in the U.S.S.R. The United 
States index of production- for manufacturing 


industries (1950 — 100) reached 127:3 in 1956.and 


about.the same level in 1957, the.fall in later 


months entirely wiped out the gains made in the 


first eight months of the year. ‘The increase since 
1950 represents an average rate of 34 per cent 
per annum. Unlike the Soviet figures, however; the 


actual increase has-been far from uniform. There 
was a fall of 64 per cent between 1953 and 1954, 


and a rise of 11 per cent between 1954 and 1955. 

. Mafiufacturihg output in Britain rose by 22 
per cent between 1950 and.1956. When the final 
results for 1955? üte: available they- will por 
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show a 24-25 per cent increase over 1950, equiva- 
lent to an average of 3 per cent per annum. 
Manufacturing output has shown comparatively 
little change since 195 5 in Britain. 


Manufacturing 2 Output i in Britain and 


So far, no comparisons have been made between 
the output of manufacturing industry in Britain 
and the U.S.A. Perhaps the best way of doing this 
is to use the information given in the national 
income and expenditure tables for the two 
countries. In the 1957 Blue Book, manufacturing 
output in Britain during 1956 was estimated at 
£6,900 million, which works out at £775 per 
head. The figure quoted for the United, States in 
the national income number of Survey of Current 
Business works out at around £40,000, million, 
with an output per worker of £2,300, or between 
two and three-quarters and three times that of 


the British worker. 


Naturally the United States SE 
output is quoted in dollars; it is also quoted net 
of ,depreciation. To. bring it.into line with the 
United Kingdom figure, which includes depreci- 
ation, an upward adjustment has had to be made. 
There -still remains the problem of converting 
dollars to pounds sterling. T'he method used by 
the writer was to adjust the purchasing power 
parity ` worked out for 1950 by two O.E.E.C. 
investigators who published their results in a 
study . called. An International Comparison of 
National Products and the Purchasing Power of 
Currencies. 

Briefly, it can be sated that this study e sug- 
gested that for manufacturing output, one dollar 
in the U.S.A. bought about as much as did 7s 6d 
in Britain. But, since 1950, prices have risen to a 
greater extent in Britain than in the U.S.A., and 
a fair comparison for x956 might well be 
$1—06s 8d. This has been used to derive the 
£40,000 million figure quoted above. Output per 
man in United States industry has been stated as 
two and three-quarters to three times that found 
in Britain; total manufacturing output in 1956 
ae also in 1957) can be thought of as five and 

oT times the United Kingdom figure. 


Relative Manufacturing and Total 
. Output 
Manufacturing output in the three countries may 
now be compared, but first we must bring for- 
ward from 1950 to 1957 the ratio assumed to 
exist then between U.S.S.R. and U.S.A. output, 
namely, 35 per cent, Using the index numbers of 
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output for 1957 quoted earlier, the r957 ratio 
becomes 60 per cent. If total manufacturing 
output in Britain in 1957 is represented by roo, 
on this kind of calculation, that of the U.S.S. R. 
will be approaching 350 and that of the U.S.A. 
about 570. Output per man in the U.S.A. is about 
one and two-thirds times that of the U.S.S.R., and 
the latter about one and three-quarters times that 
of Britain. But one must hasten to add that this 
latter figure does not imply a similar ratio for the 
standard of living in the U.S.S.R. and Britain: 
Agricultural output per man 1s probably higher 
in the United Kingdom than in the United States 
and far higher than in Russia. And, in any case, 
the standard of living of a country depends upon 
the availability of consumer goods in relation to 
national income. 'The supply of consumer goods 
per worker is without doubt lower in the U.S.S.R. 
than in Britain and much lower than in the U.S.A. 


It seems that output per head of population in ` 


the U.S.A. is rather less than twice that of 
Britain, something of the order of {£650 per 
annum to £350 per annum at 1956 prices. Out- 
put per head of population in Russia may be only 
30 to 334 per cent of that of the U.S.A., Le. ess 
than that of Britain. | 


Economic Factors Affecting Output 


Before passing on to discuss future trends in 
manufacturing output, two important consider- 
ations need attention. ‘These are: the relative 
position of the economic factors affecting growth 
in manufacturing industry, and the nature of the 
output comprised under that heading. 

Economic textbooks usually list a number of 
factors which affect industrial efficiency. Amongst 
the more important are adequate supplies of raw 
materials, a trained and willing labour force, 
adequate capital equipment, and efficient manage- 
ment. Up to the present, the U.S.A. has had 
advantages in all these categories over Britain and 
the U.S.S.R., but in some of them the margin 
held by America is being rapidly reduced. 

Both the United States and the Soviet Union 
are much better supplied with industrial raw 
materials than is Britain. Generally speaking, 
America has tbe advantage over Russia, and this 
is quite marked in the case of rubber and copper. 

Russia has vast resources of labour, some of it 
forced labour which can be moved at the will of 
the State. The whole U.S.S.R. trade union move- 
ment is geared to the support of the State in its 
efforts to increase output. One authority in 
Britain has written 


‘the union becomes a cheer-leader, an organizer of 


THE 
ACCOUNTANT 


Ma» 17th, 1958 


productivity, and a promoter of enthusiasm. If the 

authorities want the production norms raised, they 

get the trade unions to persuade the workers: to 
propose the increase “spontaneously”. 

The industrial labour force in the United States 
is usually regarded, with a great deal of justifica- 
tion, as being more ‘productivity-minded’ than 
that of Britain; the increased use of capital equip- 
ment and the adoption of techniques of auto- 
mation is usually welcomed. 

In the early years after the Russian revolution, 
production was often retarded or even made im- 
possible by the lack of trained workers and 
trained executives. This is no longer true, and 
although America has, at the moment, the 
greatest stock of scientists and engineers, the 
annual increment is highest in Russia. Thus, in 
1955, there were about 125,000 persons who 
received first degrees in science and engineering 
in the U.S.S.R., 60,000 in the U.S.A., and 
between 10,000 and 11,000 in Britain. Annual 
graduations are believed to be increasing at a 
more rapid rate in the U.S.S.R. than in either the 
USA or Britain. 

The taxation system in the Soviet Union is 
directed towards the provision of incentives; 
direct taxation on workers' earnings is much less 
severe than in Britain or the U.S.A., and indirect 
taxation consequently much more harsh. 

. Again, the U.S.A. leads in the stock of capital 
equipment available per worker, but Russia is 
currently setting aside the largest proportion of 
the national income for investment purposes. An 
estimate of the stock of capital equipment avail- 
able per worker in manufacturing industry in 
the U.S.A. and the United Kingdom (based on 
the perpetual inventory method) shows that the 
American worker has at least two and a half times 
as much capital equipment as his British counter- 
part. No similar estimates of the stock of assets 
existing in the U.S.S.R. are available, but we do 
have reason to think that currently Russia is 
setting aside more than one-fifth of the gross 


national product for investment, compared with : 


16 per cent in Britain and 17 per cent in the 
United States. 


Nature of Manufacturing, Output 


The standard of living of a country is determined, 
amongst other things, by the nature of manu- 


Maman 


facturing output as well as by the volume of this : 


output. In Britain the export of capital goods 
helps to pay fot imports of foodstuffs and so 
assists the standard of living to a marked degree. 
ae: are not nearly so important a factor in 
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this respect in the economies of America and 
Russia. Generally speaking, consumer goods 
constitite a much smaller proportion of manu- 
factured output in the U.S.S.R. than in Britain 
or Ámerica as the following table shows: 
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must be admitted that in a good year a consider- 
able leap forward may be achieved. The Soviet 
Government has said that 1957 industrial pro- 
duction fell short of the annual aim and the 
withdrawal of the plan is tantamount to an admis- 


OUTPUT OF SELECTED COMMODITIES: U.S.A., U.S.S.R. AND U.K. 


i 


T I957 (estimated) 
E U.S.A. U.S.S.R. DE U.S.A. U.S.S.R. U.K. 
| Coal (million tons) .. 480 429 222 470 462 224. 
r Electricity (billion Kwh) 678 192 89 710 210 92 
Crude steel (million tons) 102(a) 49 21 100 51 22 
Cement (million tons) .. 53 24. 121 46 29 12 
Tractors (thousands) .. 275(b) 181 iro(a)| 26o(b | — I45 
| Cotton fabrics (million metres) 9,400 5,43o(a) Eur 8,800 5,500 1,500 
ILeather footwear (million pairs) ; 586 317 1309 | 593 315 142 
Domestic washing machines (thousands) 4,447 About roo 61 3,590 — 680 
| Private cars (thousands) ; 5,920(b) 450(c) 708(a) | 6,100 -— 860 
' Radio sets ee 13,980 1,68o(b) | 15,400 — 1,840 
^ Television sets . is 45250 1,450(b) | 6,400 — 1,870 


. Nore. - The 1957 Gates for U.S.S.R. are estimates from Russian sources; those for U.S.A, and United 
Kingdom are based on the latest information available at the time of writing. 


| (a) Lower than earlier years. 


. In the case of house-room also, the difference 
| between Russian and Western standards is very 
| great. From United Kingdom and United States 
| Census of Population data and from published 
, U.S.S.R. figures, the writer estimates that in 
| U.S.S.R. cities in 1955 there were 170 persons 
to every 100 rooms, against an average for the 
| whole country of Ge in the U.S.A. and 70 in 
Britain. Even the Russians themselves have 
admitted that living standards in the U.S.S.R. 
are well below those of the West and we can 
` expect a serious attempt over the next few years 
to improve these standards. But there is an 
enormous leeway to make up when compared 
with the U.S.A., and in some cases with Britain. 


——————— € 


Future Trends in Manufacturing 
| Output 
The Soviet sixth five year plan was scheduled 
to run from 1955 to 1960 and targets were set for 
output in 1960, for many commodities and 
industries. These were abandoned in 1957, 
largely, it is thought, on account of changes of 
' emphasis in economic planning both as regards 
priorities and organization. À wide measure of 
| decentralization was begun last year and there is 
; some evidence that a switch towards increasing 
the supply of consumer goods has already started. 
; | The rate of increase postulated in the sixth 
five year plan was 11 per cent per annum for 
industrial production and 11} per cent for 
agriculture. The latter would appear optimistic 
in view of the past record of failures, although it 


(b) Much lower than earlier figures. 


(c) Includes commercial vehicles. 


sion that the 1960 targets were unattainable. 

Some targets or ‘sights’ for 1972 were recently 
given by Mr Kruschev for a small number of 
basic products and consumer necessities. ‘Thus, 
coal production is forecast to rise from 462 million 
tons in 1957 to 7oo million tons in 1972; steel 
from 51 million tons to 110 million; electricity 
output is to be quadrupled, so is that of oil. The 
output of the few consumer goods quoted is to 
be doubled. 

Arguing from this small sample, the average 
annual increase expected 1s of the order of 6 to 7 
per cent per annum. This is probably well within 
the capacity of U.S.S.R. industry, and, if achieved, 
production in 1972 would be about 50 per cent 
above the level of U.S.A. production in 1957. One 
can expect the U.S.S.R. to become a powerful 
competitor in world trade in manufactured goods 
if this rate of progress is maintained. If manu- 
facturing output in the U.S.A. increases by an 
average of 3 per cent per annum, total manufac- 
turing output will still be slightly ahead of that 
postulated for Soviet Russia, and output per head 
of population about 25 per cent greater than that 
in Russia. 

On the experience of the past twenty-five years 
one would not expect the achievement of an 
average annual increase in industrial production 
to be beyond the powers of the American 
economy. Britain has achieved an average annual 
increase of this order since the war, but at such a 
rate of increase Russian industrial production will 
rapidly get further ahead of ours. 
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Weekly Notes 


Clients' Moneys 


N view of the duties of accountants under the . 


Accountant's Certificate Rules, the following note 
reproduced from the current issue of The Law 
Society's Gazette, may be of interest to practitioners 
who audit the accounts of solicitor clients: 

SOLICITORS” ACCOUNTS RULES, 
1945 TO 1956 
The Council desire to direct the attention of 
members toʻa recent case which was before the 

Disciplinary Committee where a solicitor was found 

to have committed breaches of Rule 8 of the 

Solicitors’ Accounts Rules, 1945. The Disciplinary 
Comittee i in their findings stated that the solicitor 


had made the improper transfers from his clients’. 


account only in the mistaken belief that his client 
would almost immediately put him in funds to cover 
the wholé of the greater part of such payments. The 
Disciplinary Committee emphasized, however, that 
that was no excuse for infringement of the Solicitors' 
Accounts Rules, which first came into operation over 
twenty years ago; They added that no solicitor can 
now have any reason for not knowing and abiding 
by their provisions. 
^ The Disciplinary Committee stated that they had 
‘already recorded on a number of occasions their 
.'view that itis no defence to such allegations that a 
. Solicitor had. private ;agsets from which hé could 
" ultimately meet a deficiency on client account and 
. except for-the. fact that no client had lost. money as 
a result of the solicitor’s irregularities, they stated 
'that they would have felt compelled to impose the 
- severest .penalty:open to them, but instead they 
- suspended the solicitor from practice for two years. 


A statement be Oe Council of The: Institute of - 


Chartered Accountants in England and Wales relat- 
ing to the procedure to be followed by practising 
members of the Institute in dealing with . moneys 


receivéd or held by them on behalf of their clients, 


appeared on page 435 in our issue of April 12th, 1958. 


‘Wholly and Exclusively’ Again 


SHE latest addition to the long list of decisions on 

. whether an expense has been incurred ‘wholly 
and exclusively’ for the purposes of a trade, so as to 
be deductible for income tax purposes, is Race-course 
Betting Control Board v. Young (The Times, May 8th, 
1958). Under Section 3 (6) of the Race-course Betting 
Act, 1928, the Control Board (which has the power to 
operate ‘totalisators’) is to apply the moneys in the 
totalisator fund 


‘in accordance with a scheme bue by the Board 
and approved by the Secretary of State for purposes 
conducive to the improvement of breeds of horses or 
the sport of horse-racing’. l 


This application is subject to the payment. of all. 
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taxes, rates, charges and: working ` expenses, the 
retention of'a sum r ee easier and such pay- 
ments as the ‘Board should fit for charitable 

ses, Pursuant to schemes made under Section 3 
(6), the Board disbursed large. sums to race-courses 
and race-horse owners, and claimed them as deduc- 
tions for tax purposes. The Board also included in its 
‘working expenses’ account payments to race-horse 
owners who were entering horses in races at which 
the totalisator would be operating. 

The Crown argued that the Board’s trade was that 
of totalisator operators and was not the promoting of 
horse-breeding or horse-racing, and that although 
payments for these latter purposes might indirectly 
increase the profits of the totalisators, by increasing 
betting, they were not made wholly and exclusively 
for the purposes of the trade, but in order to comply 
with Section 3 3). The Special Commissioners 
allowed the Bo peal, but their decision. was 
reversed by Upjohn, T whose judgment has now 
been upheld by the Court of Appeal. It seems that if 
the Board bad not been bound to expend the moneys 
in this way, the expenses might have been deductible. 
Leave to appeal to the House of Lords was granted 
to the Control Board. >- 


" Report on Building, Societies 


Ree the major event of 1957 for building 
societies was the raising of the Bank rate to 7 per 
cent last September, states Part 5 of the Report for 
1957 of the Chief Registrar of Friendly Societies 
published last Monday.* Since then the attractions 
offered to potential investors in buildi 
other forms of savings, such as loans to local authori- 
ties or to finance houses, have been SCH increased. 


societies by | 


But this exceptional monetary position"has had no ` 


obvious effects on the figures for the year as a whole. 
The total assets of all building societies increased by 
£178 million as compared with an increase of £165 
million in 1956. The majority of ‘societies retained 
the rates of interest on shares and deposits recom- 
mended by tbe Building - Societies Association, 
namely, 34 per cent on shares and-3 per. cent on 
deposits (income tax paid by the society) where 
holdings are £5,000 or less, and in fact the average 


rates paid during the year on all shares and deposits ' 


were fractionally less than these. 

Although withdrawals of share and deposit capital 
at £337 million were higher than ever before, the 
amount subscribed, £433 million, was also a record. 
With the addition of interest, the total of share and 
deposit capital increased by {£165 million. Repay- 


ments of principal by borrowers amounted to- 
million. The additional capital thus made 


£21 
vailable was utilized mainly in advances to 
I million, a figure 
£36 million higher than in 1956 although still below 
e record amount of £394 million advanced in 1955. 


Interest on mortgages averaged 6 per cent pef 


1 Report of the Chief Registrar of Friendly Societies for the 
year 1957,-Part 5— Building Societies. HA. GO. 35 net. 
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‘annum on the mean of the balances due at the 
‘beginning and end of the year. 

| e revised form of annual account and statement 
'that was set out in this part of the report last year 
bas now been in operation for a full year, and the 
report includes analyses of some of the new informa- 
tion obtained. 


| Occupational Pension Schemes 
Te development of occupational pension schemes 
| J in recent years has emphasized the need for 
adequate statistics about the nature and extent of 
‘such schemes. The committee on the economic and 
financial problems of the provision for old age — the 
‘Phillips’ Committee ~in their report published in 
December 1954 (Cmd. 9333) drew attention to the 
‘lack of information on existing occupational pension 
schemes and recommended that statistics should be 
.collected and published. The Government Actuary 
‘was, therefore, asked towards the end of 1956 to make 
'a survey of these schemes. 

The result of this survey, published on Tuesday,! 
is based on material obtained from a questionnaire 
sent to selected employers and to examination of the 
‘provisions of the rules of schemes which had been 
‘submitted to the Inland Revenue. It is estimated that 





the total number of persons covered by the various. 


ischemes at the present time 1s probably about seven 
‘million men, i.e. half the total number of employed 
males, and one and three-quarter million women. 
The number of pensioners is over one million. 


In 1956, the total amount paid as contributions by 


‘employers and employed giae to private schemes. 


(including, in the case of employers, payments for 
back service and deficiencies) was {236 million and 
ne annual pension roll was about {50 million. The 
‘corresponding figures for public service and national- 


ized industries were about £221 million for contri-. 
. implementing the Restrictive Trade Practices Act, 


‘butions and {£150 million for pensions. 

The survey finds that relatively few members of 
schemes are entitled to a lump sum without pension 
‘on retirement, although death benefits usually con- 
sist of lump sums. On withdrawal, an employee 
usually receives a sum equivalent to the total contri- 
‘bution he has himself made; if joining another firm 
‘with a pension scheme, he may qualify for a transfer 
value. A material proportion of the schemes are non- 
‘contributory so far as employers are concerned. 


i 
| Paying for the Health Service 
| amount of the British Railways modernization 
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contributed to the one-third rise in British pro- 
duction over the past ten years by preventing sick- 
ness, by getting patients back to work sooner, and 
by getting them back where previously they would 
have been unemployable. "The Service has a credit 
as well as a debit side, and I should like to see some 
attempts made to measure this credit, this con- 
tribution to production,' he said. 

Technical and scientific education needed to be 
expanded to enable Britain to maintain its place in 
the technological and production race, and as a 
result large sums were provided by the Exchequer 
for this purpose. He wished hospital expenditure, 
especially capital expenditure, were looked at in a 
similar way and its contribution to the productive 
capacity of the country recognized. , 

There was something to be said for the Govern- 
ment's decision to shift a bigger proportion of the 
cost on to the weekly contribution, thereby limiting 
the direct charge on the Exchequer which was met 
by taxation. ‘But will a fixed contribution that does 
not rise as the cost of the Service rises be satisfactory?’ 
asked Mr Montacute. ‘If the Service is going to 
figure prominently year by year in the Chancellor's 
Budget, with all the increased requirements being 
met out of taxation, development of the Service will 
ight be a case 
for financing a greater share of the Service indepen- 
dently of the Chancellor by a levy on earnings or 
some other proportional contribution which pro- 
duced more resources as earnings and production 
rose. He commended this for inquiry, as he feared 
too great a reliance on taxation might stultify the 
Service. l 


Restrictive Practices before the Court 


p week the Lord Chancellor explained in the 
House of Lords the present.state of activity in 


1956. Three main cases are to go before the Restric- 
tive Practices Court during the Michaelmas terrn. 
'These deal with agreements of the Cotton Yarn 
Spinners’ Association, the Cotton Yarn Doublers’ 
Association and the Chemists’ Federation. It is 
estimated that these will take about three weeks each 
before the Court and about eighteen months has 
been spent in preparing them. To begin with, the 
Court will meet in one division in order to establish 
a common approach in its procedure but it will split 
up into two or three divisions in due course. 

The Registrar has informed the participants in 
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Finance and Commerce - 


Harrods (B.A.) 


IS week’s reprint is taken from the accounts of 
Harrods (Buenos Aires) Ltd, the head of the 
group which carries on retail store trade in South 
America. The company’s name has recently appeared 
in this column in connection with the application of 
Section 209 of the Companies Act and we are 
indebted to the secretary, Mr W. John Elliott, a. CA. 
for the letter in our correspondence columns on 
May 3rd explaining the circumstances in which the 
section was used. 

In presenting the accounts, we draw attention first 
of all to the ‘Basis of accounting’ that forms Note 1 - 
a very important note of explanation in the case of a 
company trading abroad. 

Note r, coupled with a paragraph in the report, 
explains that the present accounts express in sterling 
all the group's assets and liabilities whether inside 
or outside Argentina. ‘It must be recognized’, states 
the report, ‘that in doing so, there 1s brought into 
account the balance of peso profits for which remit- 
tance permits have not yet been granted . . . local 
currency corresponding to such profits will probably 
have to be retained in Argentina to finance the group's 
trade at the price levels which have steadily increased 
over a number of years and to maintain the business 
in & progressive state.' Sterling equivalent has been 
calculated at accounting date and no further provision 
for loss is required in the accounts. 


Tax Position 


‘Unremittable’ profits have been credited to Revenue 
reserves, and out of them provision has been made for 
depreciation based on the original sterling cost of 
fixed assets for the six years to August 31st, 1956, 
as well as for the estimated liabilities to United 
Kingdom income tax which will arise as and when 
profits cease to be unremittable from the United 
Kingdom taxation aspect. 

The review of the chairman, Mr F. A. Stacpole, 
MA, F.C.A., was written in the light of the retrospective 
proposals envisaged in the recent Budget, which, of 
course, have now been abandoned. One can appreci- 
ate, as one reads the review, how vital were the 
important points of principle involved. 

Mr Stacpole says that, in principle, retrospective 
legislation has always been a matter of great concern 
to companies in. regions such as those in which 
Harrods (B.A.) operates. Such companies have in the 
past complained about retrospective legislation intro- 
duced by the local governments; critics at home, he 
continues, have often exemplified the standards of 
Westminster and Whitehall in this connection, while 
“successive British Governments have supported their 
criticism .by representations to the authorities 
concernéd’, 


More recently, says Mr Stacpole, the conditions 
which some of these governments have been trying 
to maintain seem to have improved, arid he goes on 
to comment that it would be regrettable if such an 
improvement abroad had synchronized with a change 
in the opposite direction in the corresponding quarters 
at home. ‘It would hardly be an encouragement’, he 
states, 'for the foreigners to continue in the path of 
rectitude.’ 


Facts in Focus 
‘(HE year at a glance’, given with the 1957 
accounts of Monsanto Chemicals Ltd, is more 
than normally useful. It brings into simple close 
perspective the main facts of the year’s working and 
makes some recompense for the close study that has 
to be made of the profit and loss account in order to 
assimilate fully the information it contains. 

The statement covers the company and the group 
figures for two years (with the comparisons); each 
year, with insets, taking two columns of figures. 
Eleven inches deep by sixteen wide in the original, 
the narrative appears on the left half with all the 
figures on the right; and the figures in their eight 
columns include over 150 items. 


The year at a glance presents profit-making and . 


distribution figures in a somewhat unusual style, but 
as the reproduction shows, it does bring the facts 
into focus. 


MONSANTO CHEMICALS LIMITED 
The year at a glance 














1957 1956 
jos Pe 
age o a 
ol ful 
Income £ Income 
-WE RECEIVED: ^ 
. From the sales of our pro- 
ducts and from EEN 
Interest, etc. — .. £15,897,945 100-0 — £14,166,890 100-0 
WE PAID OUT OR 
PROVIDED FOR: 
, Raw materials, fuel, supplies 
etc. 10,417,461 65-5 9,237,728 652 | 
Wages, salaries, "national i 
insurance, pensions, ete. 2,849,920 17-9 2,635,093 18-6 
Depreciation and obsolesc- 
ence 2s Y 728,264 46 574,990 41 
Interest on loan stock 188,000 1:2 175000 l2 
£14,183,645 89-2 — £12,5022,811 89-1 
WHICH LEFT £1,714,300 | 10-8 £1,544,079 10-9 
THIS HAS BEEN 
APPLIBD AS FOLLOWS: 
p payment of income and - 
; ts taxes Ka 842,180 — 53 708975 50 
For payment of dividends to 
' our shareholders 492,487 31 422,625 36 
For a not applicable to 
the — — 38,501 c 
: Retained ir in the business .. 379,633 24 373,978 26 
£1,7314,300 10-8 £1.544,079 10:9 
Next Week's Reprint 


The accounts of H. J. Baldwin & Co Ltd, vil 
provide the reprint in next week’s issue. 
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CITY NOTES 


| Bo on the Stock Exchange and in the foreign 

exchange market, current economic uncertainties 
are reflected in wide and fluctuating quotations. In 
stock-markets, business has been small, but in foreign 
exchanges pressure on sterling has reflected recurring 
overseas doubts as to the future of sterling. 

The stock-market position is. now particularly 
complicated: While there are signs in the United 
States that the recession there is reaching bottom, 
` there is a generally held opinion that Wall Street 
quotations for industrial shares are too high in 
relation to current earnings and dividends. Wall 
Street, therefore, finds it difficult to reflect the signs 
: of steadier American business. | 

On this side, company reports continue to 
emphasize the effect of the changing trade pattern 
and the report of the Vickers group made particular 
mention of such changes. Reshaped armament pro- 


.. grammes have thrown greater importance on com- 


. mercial production within the Vickers organization 
. at a time when competition is becoming particularly 
: keen. Stiffening competition and narrowing profit 
" margins are expected to continue to develop in the 
immediate future. : 

'The Vickers group raised a substantial amount of 

new money last year- underwriters, it will be 
remembered, had to take up most of the new stock 
because of the intervening Bank rate move. Other 
major industrial groups were able to hold over their 
capital needs. Among them was the Bristol Aeroplane 
Co, which sooner or later must come to the new 
. capital market for a considerable sum as must the 

Hawker Siddeley group. 
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RATES AND PRICES Sg 
Closing prices, Wednesday, May 14th, 1958 


Bank Rate : i 
Sept. 17, 1953 34% Feb, 16, 1956 "E 517 i 
May 13, 1954 15 Feb. 7, 1957 ` "ei 
Jan. 27, 1955 34% ^ Sept. 19, 1957 7 7o 
Feb. 24, 1955 44% Mar. 20, 1958 6% 

Treasury Bills 
Mar. 7 6 os 510d?$ April x1 5 61 61947. l 
Mat, 14 6 os 6-59d% — April 18 $ 4s o:93d9, 
Mar. 21 £5 118 1°524 Yo April 25 s 3s 697d 
Mar. 28 fs 10s 764d% Maya 5 15 1*93d 
April 3 £5 85 6:30d% Mag 9 535 10-8149, 
Money Rates. | 
Day to day. , nai Bank Bulls 
[s 44-58% 2 months 51-5 3 76 
Trade Bills 3 months 51-5 5? 
3 months 1o 4 months 58-5 1x 7o 
4 months 1o 6 months Sekt 
6 montha 6$—7 76 
Foreign Exchanges 
New York 2°814-§ Frankfurt riir7il- 
Montreal. 277A dk- Milan 17454-6 
Amsterdam 10'594- Oslo 20'01—o142 
Brussels 139'40-42] Paris 11791-118oi 
Copenhagen 19°35~t Zurich 1a:a3l-i 
Gilt-edged 
Consols 24% 4 Funding 15 60—90 861 
Consols 4% S [2 Savings 24% 64-67 Sol 
War Loan 34% 654x.d. Savings 3% 55-65 88 
Conversion 32% . 6s} Savings 3% 60~70 T. 
Conversion 34%, 1969 844 Savings 3% 65~75 72t 
Exchq’r 5% 1966 Loi Treasury 2}% $ 
unding 3% 66-68 8a Treasury 34% 77-80 7448 x.d. 
Funding 3% 59-69 80% ‘Treasury 34% 79-81 742 
Victory 4% 92t 


Funding 34% 99-04 71 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


The Institute's Autumn Meeting 


Sir, — I have been pleased to learn that at least one 
large firm of chartered accountants in London is 
. taking a block of Autumn Meeting tickets for the use 
of senior members of its staff who are members of the 
Institute. : 

As the tickets are transferable, each ticket will 
enable several members of the staff to participate in 
. the meeting, if desired. For example, one member 
could use a particular ticket on the first day and could 
attend the opening session, the first business session 
and the evening reception at the Festival Hall, while 
a second could attend the banquet at Grosvenor House 


on the Friday evening and perhaps the ‘Saturday 2 


morning session. Or the use of a ticket could be 


further subdivided. 
This is a practice which I hope other firms, ‘both ` 


large and small, will follow. By so doing they will be 


encouraging chartered accountants on their staffs to ` 


take an interest in Institute functions; employees 
deserving of encouragement will be rewarded by 
being enabled to attend functions in which they 
might otherwise not be able to participate; and at the 
same time offices will not be denuded of staff. ` 
Yours faithfully, 
CHAS. W. ASTON, 
Chairman, 
London, EC3. Autumn MEETING COMMITTEE. 


l Speed v. Accuracy i 
Sir, — I feel that the views expressed in connection 
with the Gestetner Ltd accounts in your issue of 
May roth may not be shared by many of your readers; 
particularly those who, like myself, are professional 
auditors. j U 


kond 


| May 17th, 1958 
{ 
| ‘The production of accounts which entailed both 
the auditors and directors signing their reports a fort- 
‘night after the company deed its books is com- 
‘mended, and it is stated that it would be interesting 
: to know whether such prompt publication of accounts 
may be attributable to the fact that thé company 
| reproduces its own accounts by its own process. 

Personally, I believe it would be of far greater 
interest to the profession of accountancy to know how 
a company manages, for example, to obtain invoices 
from suppliers for goods and services supplied up to 
' March 3oth in sufficient time for these to be subjected 
| to the normal checking and entering in the books, 
| quite apart from the question of the auditing of such 
| entries after they have been made. It would also be 
‘interesting to know to what extent, if any, 'guess- 
, timates’ are used in the preparation of the accounts. 
| While I fully share the views of those who advo- 
| cate prompt reporting of results, I feel there is a 
. real danger that unless we are careful the time will 
, come when accuracy may be sacrificed for the sake 
| of speed. i 

Finally, is it really considered that any worth-while 

advantage has in fact accrued to the shareholders of 
, the company by having their accounts just over a 
| fortnight after the end of the year instead of, say, four 
| weeks after? 


f Bromley, Kent. 





Yours faithfully, 
. W. K. WILLIAMS. 


Company’s Premium Bond Investment 


! SR, - We should be glad to have readers’ views on 
| the question of limited companies investing in 
| Premium Bonds through a nominee. | 

- If the nominee is a director, could it be said that 
the amount invested in his name in Premium Bonds 
is a loan to him and thus possibly a distribution for 
| profits tax purposes? i 
Are the directors within their rights in investing 
money, which could produce a certain amount of 
interest, in something which may never produce any 


income? 
. Yours faithfully, 
| FORCED GAMBLER.. 


[As the director holds the Bonds purely as the 
company's nominee, they cannot constitute a loan to 
him. The question whether the directors are acting 
ultra vires either of themselves or of the company, 
depends on the terms of the company's memorandum 
and articles of association. — Editor.] i 


— 2 ———— — ————— — — 


— Momo T HH HH HAMA vm o e 


The Dividend Problem 


. Sir, - I refer to Mr N. K. Mousley's article in The 
Accountant of May roth. 

. Paragraph r. A yardstick is a measure, not the 

thing being measured; and it is no use to say that 
because the things being measured are constant then 
no one has been monkeying about with the yards. . 
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Paragraph 2. This remarkable insured pension 
scheme, under -which pension is unrelated to 
premiums paid in respect of the pensioner concerned, 
provides a ‘relevant’ pension: but relevant to what? 
To the.cost of living at the date of retirement? But 


this is the main, and in Mr Mousley’s opinion 


imaginary, problem. 
I have not finished with paragraph 2; but there are 


fourteen more and I would not presume further on 
the elasticity of the editorial yardstick. 


Yours faithfully, 


` Edinburgh. R. E. PEARS. 


National Savings Movement 
Sin, - May I, in my capacity as chairman of the City 
of London Savings Committee, be allowed to recom- 
mend in your columns the new 5 per cent Defence 
Bonds, and draw attention to the extension to 1,000 
units of the limit of the tenth issue of National 
Savings Certificates. 

Many of your readers are in a position to advise 

clients regarding investments, and when so doing I 
hope they will not overlook the merits of these 
national savings securities, some details of which I 
append. 
3 Defence Bonds. These are seven-year bonds bearing 
interest at 5 per cent, redeemable at 103. Taking the 
bonus of £3 tax free into account, the gross rate of 
interest is equivalent to {5 13s 6d per cent per annum; 
interest payable February and August; income tax 
not deducted at source; maximum holding £2,000 
exclusive of holdings of previous issues; an attractive 
investment for those seeking a security with a fixed 
rate of interest. 

These bonds can be held by (i)an individual (including 
a minor under 7) either in his own name or jointly 
with another person or persons; (ii) trustees; (iii) 
limited companies; (iv) charitable, friendly and 
E societies, clubs and funds and corporate 

odies generally. l 

National Savings Certificates: Free of income tax. 

The limit of 600 units of the present — tenth — issue 
has now been extended to 1,000 (£750) and may be 
held in addition to permitted holdings of earlier issues. 

_ Each unit costs 15s and becomes 20s in séven years. 
The rate of interest over the seven-year period is 
equivalent to £4 3s 11d per cent per annum, free of 
income tax. For any person paying income tax at 
8s 6d in the £, this is equal to {7 5s 11d per cent per 
annum. 

' Inquiries should be addressed to the Committee's 
office, at Empire House, St Martins-le-Grand, ECI. 
Telephone: Monarch 4754. 


Yours faithfully, 
E. WHITLEY-JONES, 
| Chairman, 
| CITY oF LONDON SAVINGS COMMITTEE. 
London, ECI. 
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Taxation. Cases 


Full reports of the cases summarized tn this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


Wright v. Boyce 
In the High Court of Justice (Chancery Division) 
March 6th, 1958 
(Before Mr Justice VarsEv) 

Income tax — Emoluments — Huntsman — M 
presents at Christmas — Income Tax Act, 1952, 
Schedule E, paragraphs 1, 2, Schedule IX, paragraph r. 

The appellant was employed as huntsman by the 
Woodland Pytchley Hunt. His appointment was made 
orally in 1952, and nothing was said about presents. 
It is a custom in hunts for followers of the hunt to 
give the hunstman cash presents at Christmas time, 
and the presents are usually given at the meet on 
Boxing Day. ‘There is no compulsion to give presents, 
and no circular or other reminder was sent by the 
Woodland Pytchley Hunt to followers, nor was there 
any organized collection. If there should be no meet 
on Boxing Day, the hunstman would receive few, 1f 
any, presents, 

The appellant received cash presents in this way 


on each Boxing Day. Some of these presents were.. 


from people who had no connection with the hunt. 
The appellant also received some presents in kind. 
The d Revenue did not seek to include a sum 
representing the value of presents in kind in the 
appellant's Schedule, E assessment, but they con- 
tended that the cash presents should be so included. 
The Special Commissioners decided that cash 
presents from followers of the hunt should be 
included in the assessment, but not cash presents 
from persons having no connection with the hunt. 

Held, the Special Commissioners’ decision was correct. 


Lamport & Holt Line Ltd v. Langwell 


In the High Court of Justice (Chancery Division) _ 


March 6th, 1958 
(Before Mr Justice VAIsEY) 
Income tax — Sale of shares — Part of consideration 
e by half of commission — Whether con- 
ation money or trading recetpt. 

e appellant made an agreement with William 
Cory & Son Ltd (Cory) for the sale to the latter of 
75,000 shares in another company. The agreement of 
Cory to buy the shares was expressed to be ‘on the 
terms and for the consideration hereinafter appearing’, 
The consideration was set out in a number of 
clauses: clause (a) provided for a payment of 2s 6d a 
share in cash; clause (5) contained a certain under- 
taking; clause (c) read as follows: 

“The payment by the purchasers to the vendors of 
such additonal sum as shall represent one-half of 
any commission they receive from the oil companies 

. in respect of supplies of fuel oil . . . from April 


ISf, 1935, until such time as payment accruing 

under this clause together with the payments pro- 
: vided under clauses (a) and (d) equal the par value 

of the said shares; 
and clause (d) provided for the payment of an 
additional 3d a share in full satisfaction of com- 
mission in respect of supplies of fuel oil down e 
date of the agreement. a 

Held, the sums received by the appellant pursuant 
to clause (c) were sums in respect of commission, 
and were assessable to tax. 


Westminster Bank Ltd (McCurdy’s 
Trustee) v. Barford 
In the High Court of Justice (Chancery Division) 
March 7th, 1958 
(Before Mr Justice VAISEY) 


Income tax — Director — Special services — Periodical 
payments for twenty years — Post-mortem payments — . 
Whether assessable — Income Tax Act, 1952, Schedule 
D, Case II. 


In 1938 an agreement was made by the deceased 
and a company, of which he was chairman, for the 
rendering by the deceased of special services in that 
office. In consideration thereof the company paid the 
deceased £3,000, and undértook to make periodical 
payments till October 4th, 1958. The deceased died 
in 1941. 

The Inland Revenue assessed the appellant, as the 
trustee of the deceased’s estate, to income tax under 
Case III of Schedule D for 1950-51 to 1954-55 in 
the amounts of £372, £368, £1ox and £14 on the 
basis that they were annual payments. The Special 
Commissioners confirmed the assessments. 


Held,theSpecial Commissioners' decision was correct. 


Sabine v. Lookers Ltd 
In the High Court of Justice (Chancery Division) 
March 6th, 1958 

(Before Mr Justice VAisEY) 
Income tax — Motor distributor — Alteration of agree- 
ment with manufacturer — Sum as ation 
therefor — Whether income or capital — Income Tax 
Act, 1952, Section 137 (f). 

The respondent was the chief distributor of 
Austin vehicles in the Manchester area, and virtually 
the whole of its business consisted of selling Austin 
products. For every period from August 1st to July 
318t there was an agreement between the two 
companies regulating their trading relationship, 
which contained a continuity clause providing for 
the renewal of the agreement if the respondent was 


I 
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carrying out its obligations to the satisfaction of 
Austins, and in fact the agreement had been renewed 
for many years. 

On July 30th, 1953, after it had entered a group 
headed by British Motor Corporation, Ltd, Austins 
wrote to the respondent stating that a new standard 
form of distributors’ agreement would be adopted 
containing certain alterations. One of the alterations 
was in the continuity clause, and another varied the 
iterritories allocated to distributors. In compensation 
for any loss resulting from these changes a sum was 
to be paid to distributors who were appointed for the 
period from August 1st, 1953, to July 31st, 1954. The 
sum received by the appellant was £7,038, half of 
which was paid in the period just mentioned. 

The Inland Revenue included £3,519 as a trading 
Ireceipt in the respondent's Case I assessment. The 
respondent contended that the sum was a capital 
item, The Special Commissioners decided in the 
respondent's favour. 
| Held, the Special Commissioners’ decision was correct. 


Whitworth Park Coal Co Ltd v. C.I.R. 
| | Brancepeth Coal Co Ltd v. C.I.R. 
| Ramshaw Coal Co Ltd v. C.I.R. 


In the Court of Appeal ~ March 12th, 1958 
(Before Lord Justice JENKINS, Lord Justice ROMER, 
| and Lord Justice ORMEROD) 

Surtax — Undistributed income of company — Colliery 
company — Nationalization — Interim income — Pay- 
Iments by the Crown — Whether income of year of receipt 
— Sums wrongly deducted for tax — Whether receipts of 
taxpayer — Income Tax Act, 1918, Section 14 (3); 
Schedule D, Charging Rules r (9 (2); Case III, Rule 
‘I (a); Case VI; Miscellaneous I; General Rules 
I9, 21- Finance Act, 1922, Section 21, Schedule I, 
iparagraph 6 — Finance Act, 1926, Section 35 — Finance 
i Act, 1927, Section 39 — Finance Act, 1936, Section 20 
— Finance Act, 1939, Section 14— Coal Industry 
Nationalization Act, 1946, Sections 5, IQ, 21, 22 — 
| Coal Industry (No. 2) Act, 1949, Section 1 — Trans- 
port Act, 1947, Sections 10, 23 — Electricity Act, 
I947, Sections TI, 28. 

| In each of these cases the company carried on the 
trade of coal mining, and on January 1st, 1947, its 
trade vested in the National Coal Board under 
Section 1 of the Coal Industry Nationalization Act, 
| 1946. The company received sums of money in the 
form of 'interim income' payments under Section 22 
of the Act, and Section 1 of the Coal Industry (No. 2) 
Rest 1949, and income tax at the standard rate was 
deducted from these sums. 

Directions were made under Section 21 of the 
| Finance Act, 1922, and Section r4 of the Finance 
Act, 1939, for the years 1948-49, 1949-50 and 

1950-51. The dispute in the case was whether the 
payments of ‘interim income’ were annual payments 
under Case III of Schedule D and therefore to be 
included in the computation of the company's actual 
income for the years of receipt, or whether they were 
assessable under Case VI and should be spread over 


THE 
ACCOUNTANT 


. ture Act, 1873, Section 25 


597 


the years or periods in respect of which they were 
paid. The Special Commissioners decided in favour 
of the latter view. In the Court of Appeal the further 
question was raised whether the sums deducted for 
tax should be treated as having been received by the 
taxpayer, or should come into computation in future 
years when they were paid to the company. 

Held (varying the judgment of Mr Justice Harman), 
that the payments of interim income were not annual 
payments within Case III of Schedule D, because, 
among other reasons, they were paid by the Crown; 
that they were sums assessable under Case VI; that 
they should be included in the computation of the 
company's actual income for the respective years in 
which they were received; and that it was too late to 
raise the contention that the amounts of tax wrongly 
deducted had not been received by the company. 


Fry v. C.I.R. 
In the High Court of Justice (Chancery Division) 
March 12th, 1958 
(Before Mr Justice DANCEWERTS) 
Estate Duty — Reversionary interest — Death of 
reversioner — Postponement of payment of estate duty — 


Purchase of reversion by life-tenant — Whether deceased's 


interest fell into possession — Supreme Court of Judica- 
~ Finance Act, 1894, 
Sections I, 2 (1) (a), 7 (6), 8 (3), 9 (T), 22 (1) (8). 
A testator, who died in 1918, settled his residuary 
estate on trust for his daughter for life and then for 
her issue and, in default of issue, for his four sons. 
One of the sons died in 1940, and his executors 
elected to postpone payment of estate duty on his 
reversionary interestuntil it should fall into possession: 
In 1954 the daughter, who was then 83, purchased 
the reversionary interests of all four of her brothers. 
The price paid for the interest of the brother who 
died in 1940 was £39,750, and this price was based 
on an actuarial valuation on the assumption that no 
estate duty would be payable on that interest on the 
death of the life-tenant. On the basis that estate duty 
would be payable the interest was valued at £13,900. 
The purchase price was satisfied by the transfer of 
investments forming part of the sister's free estate. 
The Inland Revenue claimed estate duty on the 
value of the reversionary interest of the brother who 
had died in 1940, on the footing that the interest 
fell into possession in 1954, when it was purchased by 
the sister. They claimed, alternatively, that estate duty 
would be payable on the interest on the sister’s death. 
It was contended on behalf of the plaintiff that the 
interest had not fallen into possession, and could not 
fall into possession, as the effect of the purchase was 
to cause the interest to merge with the sister's life 
interest, of which she already had present enjoyment. 
Held, that the interest purchased by the life- 
tenant did not confer on her a right to possession at 
any earlier date than the date of her death, and that 
the interest would fall into possession at that date, 
when estate duty on it would become payable. 
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^ THE INSTITUTE OF CHARTERED. 
ACCOUNTANTS IN ENGLAND AND WALES 
. SEVENTY- SEVENTH ANNUAL MEETIN G 


The seventy-seventh annual meeting of The Institute of Chartered Accountants in 

. England and Wales was held on Wednesday, May 7th, 1958, at the Hall of the 

Chartered Insurance Institute, 20 Aldermanbury, London, EC2. The President, Mr 
W. H. Lawson, C.B.E., B.A., F.C.A., was in the chair. 


THE PRESIDENT said: Ladies and gentlemen, before 
proceeding I will introduce those whom I have with 
me on the platform: On my left are Mr Barrows, the 
Vice-President, Mr Garton Ash, Mr Blakey and-Mr 
Carrington, all Past Presidents, Mr Wilkinson, Assist- 
ant Secretary and Mr Allen, Assistant Secretary. On 
my right are the Secretary, Mr Maclver, Sir Harold 
Howitt, Sir Thomas Robson, Mr House and Mr 
Dicker, all Past Presidents, Mr Loveday, Assistant 
Secretary, and Mr Craig, Assistant Secretary. 

May I take it that as usual you will take the notice 
convening the meeting and the auditors' report as 


read? (Agreed.) 


PRESIDENTIAL ADDRESS 


The year 1957 was a period of exceptional activity in 
our domestic affairs and the annual report of the 
Council, which records the more important events, is 
considerably longer 
than usual. Itsbould 
not be taken as de- 
tracting from the 
importance of all 
these- matters if, in 
the main, I leave 


the report to speak 
for itself. 


Integration 
The outstanding 
event.of the year 
was the implemen- 
tation of the Scheme 
of Integration of The 
Society of Incorpor- 
ated Accountants 
with the Institute. 
That has gone very 
; well. It has been 
impressive and heartening to find that once the scheme 
was approved, all concerned, including some who had 
opposed it for one reason or another, have co-operated 
to make it a success. As a result, the formidable task of 
absorbing members of the Society into our member- 
ship and of bringing them into the life and activities of 
the Institute has proceeded smoothly and, I think, 
quickly, having regard to the complexity and magnitude 
of the operation. 

It was inevitable, in a scheme of this size and com- 
plexity, providing for more than one class of member- 
ship, that difficulties and even apparent hardship 
should arise in a few individual cases. The Council 
has done everything possible, within the limits of the 





scheme, to consider such cases sympathetically. 

It is much too early to judge the full effect of the 
Scheme but it is already apparent that it is bringing 
about a sense of unity in the profession which did not 
previously exist. ` ` 

Our enlarged Institute, with The Institute of Char- 
tered Accountants of Scotland and The Institute of 
Chartered Accountants in Ireland has, as you know, 
set up a Joint Standing Committee to co-ordinate 
policy on matters arising in connection with the Scheme 
of Integration and to consider any matter of common 
interest which may be referred to it by any of the 
Institutes. We. value highly this opportunity for 
regular consultation with our friends in Scotland and 
Ireland and I believe that this arrangement will go far 
towards meeting criticisms which were previously 
heard that it was difficult to obtain the views of the 
accountancy profession as a whole. 

I said at the special general meeting on February 
19th, 1957, that, if the Scheme of Integration were 
carried into effect, the Council would apply itself 
seriously and objectively to the possibility of further 
rationalization of the profession. We realize our 
responsibility in this matter but it would be idle to 
expect that further steps will follow quickly. We have 
achieved much of what was needed in the way of 
rationalization and time is now required to see how the 
new structure operates before deciding what further 
steps, if any, may be possible -i in the interests of the 
profession as a whole. 


Recruitment . 


The subject of recruitment to the profession has lately 
been very much in the thoughts of the Council. Greater 
efforts are required than heretofore to attract into our 
offices sufficient of the right types of young men and 
women from the schools and universities. We should 
aim at increasing substantially the proportion of uni- 
versity graduates in our membership and a special 
effort is therefore required to strengthen our contacts 
with the Appointments Officers of the universities and 
with others who can help us to attract suitable graduates. 

This matter is under consideration by the Council at 
the present time. 

The bulk of our entrants must; however, continue to 
come from the schools and in the autumn of 1957 the 
Council issued to all public schools and grammar 
schools and to our own members an introductory 
pamphlet entitled Why not become a Chartered Account- 
ant? This has been widely welcomed. It has been 
suggested that encouragement should be given to 
prospective entrants to our profession to remain at 
school for a full course of study in the Sixth Form and : 
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obtain passés at advanced level in the General Certifi- 
cate of Education examination. It is undoubtedly a 

t advantage, for those who wish to make their 
careers as chartered accountants, to extend their 
general education as much as possible and we are 
considering: whether it is possible to give encourage- 
ment to this end. 


Training for the Profession 


Having emphasized the importance we attach to a high 
istandard of general education before entering into 
iarticles, I now wish to emphasize the importance of a 
|high standard of practical training during service 
under articles. When he enters into articles an articled 
„clerk embarks upon a serious course of practical 
training. Accountancy is essentially a practical pro- 
fession and although the articled clerk has necessarily 
to acquire & considerable amount of book knowledge 
his vital task is to obtain thorough practical training 
land experience which only the practising chartered 
'accountant's office can provide. This is the object of 
‘our system of articled service in the office of a practising 
member. We still regard it as being the right way of 
iequipping oneself to be a chartered accountant and to 
| carry the responsibilities which that description implies. 
Mr W. E. Parker gave an admirable and thought- 
provoking paper on “Training for the profession’ at our 
ord summer course last year and we should all be 
‘grateful to him. He was, of course, expressing his 
| personal views but I was glad to see that after a careful 
‘review of somewhat academic 1 in certain other 
countries Mr Parker’s desire is clearly to.strengthen 
and not to veer away from our own long-established 
system of training in the practitioner's office. 











Vacancies for Articled Clerks 


, I have already referred to the booklet called Why not 
' become a Chartered Accountant? In this and in our 
; syllabus booklet we invite prospective articled clerks 
to seek advice from the Institute if they wish to be 
introduced to practising members. Any such inquiry 
|from outside London is. normally referred to the 
! honorary secretary of the appropriate district society 
and I.would like to pay tribute to the co-operation 
‘which the district societies and branches have shown. 
! In London the inquirer is interviewed at the Institute's 
| offices before any introduction is given to a member. 
No precise information is available as to the total 
|! number of clerks who have been placed under articles 
| through Institute introductions but in London over 
i 200 were so placed during 1957. I think this is a very 
| satisfactory achievement and I understand .that the 
| year 1958 is likely to show even better results. We feel 
, this is a service which we should provide for members 
| and one which can do much to avoid the loss to the 
profession of suitable candidates for articles. We would 
welcome more inquiries from members even though 
, we may not at present be able to meet their pru 
ments in full. 


| Technical Matters 


In. August 1957 the Council issued. to members a 
booklet with the somewhat cumbersome title Unlazoful 
Acts or Defaults by Clients of Members. This is one of 
the most important documents which the Council ‘has 
ever issued and it is probably unnecessary for me to say 
| that it. was- not the easiest. of documents to compile. 


- 
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The booklet appears to have been well received’ and 
it has aroused interest in overseas countries including 
the United States. It relates to rather painful circum- 
stances which happily are not part of our regular daily 
experience. en they do arise, however, we are 
presented with the problem of considering what is our 
proper course of professional conduct and the extent, 
if any, to which our conduct must be governed by any 
legal obligation resting upon us. 

This is not the first. occasion on which the Council 

has ventured into an area hitherto largely unexplored. 
This time the result has been the issue of a document 
which I feel sure is of great value to members as indi- 
viduals and also because it demonstrates clearly to the 
public that while we insist upon acting with the highest 
integrity we are nevertheless not prepared to breach 
our duty of professional confidence unless we are 
obliged to do so by law. 
. In October 1957, the Council issued a new recom- 
mendation on accounting principles, entitled Events 
occurring after the Balance Sheet Date. A number of 
further recommendations and other documents, on 
which progress has been delayed because of pre- 
occupation with the Integration Scheme, will, it is 
hoped, be released within the next few months. These 
include matters of importance in the field of manage- 
ment accounting and we hope that what we have to 
say in these documents will be studied by practising 
members no less than by members in industry and 
commerce. There is a real need for practising members 
to extend their influence in this direction and so add 
to the valuable services they already provide for their 
clients. 

It is not usual for the Council to announce 'forth- 
coming attractions’ in the technical field but I think 
I can make a further exception in general terms by 
stating that we have recently decided to see whether a 
series of statements on auditing can be prepared by 
way of parallel to the recommendations on accounting : 
principles. This possibility is now to be considered 
in conjunction with the Taxation and Research 
Committee. It will need to be examined very carefully 
and the preparation of such documents must inevitably 
take a considerable time. I hope, however, that it will 
prove possible to render assistance to members i in this 
direction. 


` Members’ Handbook 


The many important documents issued to members in 
recent years have been printed in a variety of forms 
and some have been affected by later additions and 
amendments. Members have therefore had some 
difficulty in filing these papers in a readily available 
form and in keeping them up to date. 

As stated in the annual report we have now decided 
to issue all new documents and reprints of old docu- 
ments in loose-leaf form and to supply members with 
a specially made binder in which they can be main- 
tained as a permanent and comprehensive handbook. 
This will satisfy a need which has long been felt. The 
cost is substantial and it would have been tempting, 
on purely financial grounds, to defer this work; but, 
for compelling reasons which have been explained in 
the report, the work is proceeding now. 


Retirement Benefits Schemes 


I will not repeat the information already given in the 
annuál report and in the explanatory booklets about 


600 


the two schemes known as CARBS and CAESS which 
were established during 1957. They represent a sub- 
stantial achievement which has perhaps been rather 
overshadowed by the attention and publicity given 
to the Scheme of Integration. Both the retirement 
schemes are of great importance; they have been well 
received and are progressing satisfactorily even though 
the credit squeeze and high rates of interest have not 
helped. 

The ‘self-employed’ scheme, known as CARBS, is 
probably the most comprehensive type of scheme 
which has so far been devised. The employees’ 
scheme, known as CAESS, has evoked a lively response 
particularly from the smaller firms. Within the general 
framework of this scheme it is open to each firm to 
adopt such special features as it may wish on matters 
of detail. 


Appointments Register 


One of the services provided by the Institute is the 
appointments register. It is an introductory service to 
enable employers who have vacancies to be placed in 
touch with members who may be seeking employment 
of the kind offered. As there may be some mis- 
understanding of the position I would like to emphasize 
that the appointments register is not limited to members 
who have difficulty in finding employment. A satisfying 
number of high-level appointments is filled each year 
through the register and I hope that in future the 
register will be even more widely used by industrial 
and commercial employers wishing to fill important 
appointments and by more members who are interested 
in taking them. 
Accountancy 


We have taken over from the Society of Incorporated 
Accountants its monthly journal Accountancy. Thus 
the Institute now owns and publishes its own journal. 
It has been developed on sound lines by the Society 
and is an excellent paper. It will be further strengthened 
by access to information from the Institute. I hope it 
will receive from our members and students the support 
it deserves. 


Cheques Act, 1957 


Considerable misconceptions have arisen in connection 
with the Cheques Act, 1957. The main purpose of the 
Act was, of course, to render unnecessary the time- 
consuming task of endorsing cheques. As a by-product 
it has caused widespread discontinuance, as regards 
payments made by cheque, of the custom of giving 
individual receipts. 

In recent years some businesses had already ceased 
to give individual receipts for payments made by 
cheque and the paid cheques were regarded by their 
drawers as evidence of payment. This procedure was 
extending before the passing of the Cheques Act 
because of the savings in cost which could be effected. 
These savings are not confined to the twopenny receipt 
stamp. More important savings are in postage, 
stationery and clerical labour. 


The Cheques Act did no more than enhance the. 


status of a paid cheque as evidence of payment and 
most people will have been surprised at the speed with 
which, after the passing of the Act, those who had 
previously given individual receipts have abandoned 
their former practice. This is not a criticism of the Act 
though it would perhaps have been helpful if more 
time had been given for consultation between the 
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passing of the Act and the date of its coming into 
operation. 

The Council issued a statement to members on 
October sth, 1957, and this is reproduced in the annual 
report. Since then we have, through our T'axation and 
Research Committee, made inquiries as to the experi- 
ences of businesses in operating under the new 
conditions. On the whole the evidence is reassuring. 
It was inevitable that some difficulties should be 
experienced in individual cases but these will un- 
doubtedly be overcome in time. There is no reason 
why the procedures which some businesses have 
adopted quite effectively in recent years should not be 
extended satisfactorily to a large part of the whole 
field of industry and commerce. 

Some changes in office organization and procedures 
are required but these can readily be made with the 
assistance of the auditors. There is more difficulty in 
persuading members of the public to adopt the new 
system. It is natural that those who have been in the 
habit of filing their receipts as part of their domestic 
accountancy system should be reluctant to change 
their methods. However, no great difficulty should 
arise if shops and other suppliers to the public make 
suitable arrangements, for example by means of tear- 
off remittance slips so as to enable the customer to 
retain the original bill or a detailed statement. 

Individual receipts will still be required for a 
limited number of purposes and it remains the law 
that if the amount is {2 or over receipts must be given 
when demanded and, with few exceptions, must 
unfortunately be stamped with a twopenny stamp. 
It is hoped, however, that receipts will not be demanded 
unless they are really necessary. 

I must of course emphasize, as the Council did in its 
statement last October, that while a paid unendorsed 
cheque affords evidence of the receipt by the payee of 
the sum stated on the cheque it does not provide 
evidence of the consideration for which the payment 
was made. Records must, therefore, be so maintained 
as to provide a direct link between a paid cheque and 
the details of the transaction to which it relates and it 
is, of course, necessary for the drawer to obtain the 
paid cheques from his bank. As auditors we shall as 
hitherto require whatever supporting vouchers we 
consider necessary in respect of payments made. 


Budget 


In February last year the Council submitted to the 
Chancellor of the Exchequer a memorandum giving 
its views on the order of priority for the implementation 
of the recommendations of the Royal Commission on 
‘Taxation of Profits and Income. The recommendations 
which the Council classed as having the ‘highest 
priority’ included three matters which are now dealt 
with in the new Finance Bill and to which I will 
refer briefly. 

The proposal to revise the profits tax to a flat rate 
basis and to cancel the potential liability in respect of 
outstanding non-distribution relief represents an 
important contribution to the simplification of the tax 
affairs of businesses. The need for reform of this tax 
was stressed in the Council’s evidence to the Royal 
Commission on Taxation of Profits and Income. 

Another welcome reform is the p d extension 
a many time-limits imposed under the Income Tax 

cts, 

One other Budget matter which is of special interest 


May 17th, 1958 


t 


to members is the proposal to allow deductions for 
subscriptions to professional bodies in computing 
liability under Schedule E. This reform of the Schedule 
E expenses rule is not so extensive as that proposed 
by the Council but it will be a valuable relief to mem- 
bers of professional bodies, including our non- 
ractising members. ; 
. I have not, of course, had time to examine in detail 
the contents of the Finance Bill and it may well be 
that we shall find some points on which we need to 
ask the Chancellor to consider making amendments. 
We cannot, however, do other than welcome the broad 
principles underlying the three reforms to which I 
have just referred. 
| Finance 


‘The accounts for the year ended December 31st, 1957, 
showed an excess of expenditure over income of 
‘£19,047 and I am sorry to say that the time has come 
when subscription rates, which were last advanced 
from January 1st, 1950, must be substantially in- 
icreased. I will deal fully with the subject at the special 
meeting which is to be held immediately following 
this meeting. 

| Appreciation 


lIn conclusion, I should like to express my most sincere 
thanks to many who have rendered great service to the 
‘Institute in this strenuous and difficult year — to the 
Dee and my other colleagues on the Council 
from whom I have received unfailing help and support; 
‘the Presidents, Secretaries and Committee Members 
jof District Societies and Student Societies; and the 
members of the Taxation and Research Committee. 
Finally, I should like to thank our Secretary, Mr 
Maclver, the Assistant Secretaries and the Staff of 
Bas Institute for the cheerful way in which they have 
| shouldered the immense extra burden placed upon 
‘them as a result of the Integration Scheme. We 
' welcome also into our staff the former members of the 
| staff of the Society and we are grateful to them for the 
‘ way in which they have settled in and are pulling their 
weight as part of our team at Moorgate Place. 
I now propose and ask the Vice-President to second 
: the adoption of the report of the Council and the 
‘accounts for the year ended December 31st, 1957. 
(Mr Barrows seconded the resolution.) 


‘TRE PRESIDENT: Before putting the resolution to the 
‘ meeting I invite any member who wishes to do so to 
ask any questions. 


DISCUSSION 


Mr R. E. M. KIRKMAN, A.8.4.4.: Mr President, members of 
the Council, ladies and gentlemen, I would like, if I may, 
with your permission, Mr President, to make a brief com- 
tnent on paragraphs 5, 6 and 7 of the annual report for the 
year 1957. May I say as a former member of The Society of 
Incorporated Accountants what a pleasure it 18 to be here 
today and to thank you for the courtesy of your welcome to 
the Institute which we have received. I should now like to 
turn to page 11 of the report. Few of us, I believe, have 
appreciated the planning and devoted work of the secre- 
tarial staff in completing the initial documentation involved 
in the admission of over 9,000 new members to the Institute 
in the space of a few weeks. As one who has been at the 
receiving end may I pay a most sincere tribute to the speed 
and efficiency which has made this difficult operation almost 
taken for granted? (Hear, hear.) 

Unfortunately, the work of the staff is not yet complete 
as they have now to verify all the admissions to m 
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which have been made at such speed. Their task is, of 
course, made infinitely more complex by the division of new 
members into so many different categories. Speaking from 
the viewpoint of those members who, if I may borrow from 
the vernacular, have been ‘integrated on the wrong side of 
the blanket’, I must hasten to assure the secretary that the 
division into chartered and incorporated members was not 
of our choosing and is a luxury we would readily forgo. 
Perhaps he may have gathered that already. (Laughter.) 
The segregation of the membership is leading to other 
minor difficulties already; a recent instance arose where a 
circular intended to refer to members in general had used 
the expression ‘chartered accountants’ instead of ‘char- 
tered and incorporated accountants’, as a result of which 
an unfortunate misunderstanding arose. More fundamental 
problems will no doubt arise in future. In the light of such 
practical difficulties, together with the profound conviction 
-of a significant body of opinion in all sections of the Insti- 
tute that the separation of our members into two unequal 
classes is wrong, it is our sincere hope that the Council, 
despite its preoccupation with other urgent and pressing 
matters, will find time to give further consideration to this 
matter which presses so heavily upon the incorporated 
members. 
If I may close on a happier note I should like to say that 
we look forward to co-operating during the coming year in 
the work of the- Institute and in particular the work of the 
district societies, and to thank the secretaries of those bodies 
for their trouble in bringing their arrangements to the 
notice of new members. Geen 


Mr S. WARD, A.C.A.: I wish to refer to paragrapha 17 and 
I8 of the report under the heading of 'Non-practising 
Members Consultative Committee’. In view of the growing 
importance attached to accountancy in industry and com- 
merce and the necessity for fully preserving the position of 
members of the Institute in that realm, may I ask this com- 
mittee ~ that is, the Non-practising Members Consultative 
Committee ~ to actively consider the question of the train- 
ing of future accountants not in practice, and in that con- 
nection, will they consider the possibility of a direct personal 
link between new trainees and members not in practice but 
in industry or commerce. Sir, I feel that your Institute must 
be already fully aware of this problem and you would there- 
fore welcome the attention of this committee to this aspect 
of the future, and it is to the future that I emphasize we 
must look to. 


Mr A. V. Hussey, F.c.a.: Mr President, as a ‘new boy’ I 
hope I have performed my first duty, namely, to read and 
digest the report and accounts of the Institute for 1957. 
Having done so, of course, I have now got myself in arrear 
with my reading of The Accountant, Taxation, Accountancy, 
The City Press, the national Press and what have you. 
However, I must confess that I think it has all been well 
worth while, because the report shows us very clearly 
indeed the extent to which the thanks and the gratitude of 
the members are due to you, Mr President, your colleagues 
on the Council, to the secretariat, and to such others who 
have been responsible for the fantastic amount of work 
Pee has been performed in the year under review. (Hear, 

I mentioned that I make my observations as a new boy, 
but if you look at the colour of the hair upon my head you 
will not be surprised to learn that in certain respecta I feel 
anything but a new boy. In my forty years in the profession 
of accountancy, many of which have been spent working for 
chartered accountants and many working for myself as a 
practising incorporated accountant, I have, of course, over 
that long period of time learned one or two things, and I do 
realize to the full extent to which you have been very much 

reoccupied, and 1 like to think of the Churchillian phrase 
Please keep your eye on the ball’. During that fairly lengthy 
period there are one or two things which have gone awry, to 
which perhaps in due course it will be possible for the 
Institute and the profession to give careful attention, and 
perhaps a definite result can come about. 
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May I very briefly refer to one matter, and that is, during 
my period in the profession I have seen, as a result, perhaps, 
of lack of co-operation, the profession lose almost in its 
entirety, that very lucrative type of work known as executor- 
ship. It has been lost, as we know, mainly to the banks who, 
through the medium of oe , have been able and 
have succeeded in gettin ublic to go to them. I 
suggest that there should anta ben an effort at collective 
advertising by the profession on behalf of its members and 
then, perhaps, it might have been possible to preserve that 
work for the practitioner. 

Now the practitioner, particularly today, is not the be-all 
and end-all of accountancy when so many of our members 
are not in practice, so now, with my tongue in my cheek, 
I want to make this observation. I make it with my tongue 
in my cheek because I have sitting on my immediate Lë 
and on my immediate right representatives of many millions 
of pounds of capital, which makes me, às a practitioner in 
the City, extremely humble fry. I want briefly to refer to 
the training of articled clerks. What happens now? He 
does not pay a premium; he expects a salary; he expects 
luncheon vouchers; he expects adequate time for study; 


in fact, to sum up, to have him on your staff is practically ' 


the same thing as having a non-articled member. What 
do you get for your trouble? The eme represented 
on my left and my right from big business have just sat 
by watching and waiting, and when the young man has 
completed and successfully come through his period of 
articles and passed his examination, they put their finger in 
end pull out the plum, having.done nothing whatever 
towards that effort made. I trust my friends - I have still 
some friends, I think, here (laughter) — will not take that 
amiss, 

I throw that out, Mr President, and perhaps it will give 
the Council food for thought for the future. Now I think I 
have said quite enough. May I, please, in taking my seat, 

e d to you, Mr President, and the Council, the same 
Een port that I have been Wer roud and privileged to 
give E e Society of Inco 
I was so proud to be a mem 


Accountants, of which 
er. c. (Applause) 


Tue PRESIDENT: Are there any more questions? Well, if 
there are no more questions, I will try to deal with those we 
have had. I would like to thank Mr Kirkman for the 
extremely nice and generous way in which he put forward 
his remarks. We are, of course, well aware of the problem 
of having this double class of membership, but there are, aa 
he knows, as well as we do, considerable difficulties in the 
way of altering that position, and while I sympathize with 
what he says, it would be wrong of me to offer any hope 
that the position is likely to be ged in the near future. 

Mr Ward has put forward a suggestion with regard to a 
matter, a very important matter, which should be considered 
by our newly-formed Non-practising Members Consulta- 
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tive Committee, and I will certainly see that his remarks are 
brought to the attention of that committee, It has been set 
up for the express purpose of enabling non-practising 
members to put forward points in which they are interested, 
and through this committee we, as a Council, can have a 
wider expression of view from non-practising members. 

I am also grateful to Mr Hussey for the very nice way 
in which he put his comments. On the question of adver- 
tising, that matter has been on the agenda of meetings 
which we have annually with district society presidents 
quite a number of times, and I can assure him that there 
are quite a few problems before one gets very far down that 
road. But it has been considered and no doubt it will be on 
the agenda again. — 

On the question of training, whilst I agree to a certain 
extent with what Mr Hussey said, there are two aides to this 
question of training. We train staff for our own practising 
PARURE and we also train for industry, and we are glad 
to do it 

Now, if I may, I will put the resolution, which has been 
proposed and seconded, to the meeting. Those in favour? 
Against? Carried unanimously. 


On the proposition of the President, seconded by the 
Vice-President, the meeting confirmed the a pointments of 
the following to fill vacancies on the Council: 

Mr George Thomas Everard Chamberlain, 

Leicester. 

Mr Stanley Dixon, M.A., A.C.A., Birmingham, 

Mr John Godfrey, M.A., F.C.A., London. 

Mr John Eric Talbot, F.c.a., London. 

Mr Victor Walton, F.C.A., Leeds. 

Mr John Colin Montgomery Williams, F.c.a., Swansea. 


It was proposed by Mr C. J. G. Hughes, LL.B., F.C.A. 
seconded by Mr G. B. Judd, B.A., F.C.A., and approved 
unanimously, that the following members of me bunc 
retiring un er bye-law 5, be re-elected: 


Mr Harold Garton Ash. 

. Mr William Gordon Campbell. 

. Mr William Speight Carrington. 
Mr Claude Croxton-Smith. 
Mr Arthur Seymour Hamilton Dicker. 
Mr Philip Vaughan Roberts. 
Mr Charles Maxwell Strachan. 
Mr George Lawrence Capel 'T'ouche. 
Mr Alexander Dalrymple Walker. 
Mr Charles Percy Barrowcliff. 
Mr William Bertram Nelson. 


F.C.A., 


On the proposition of Mr Frank Downing, r.C.A., 
seconded by Mr J. W. Burnell, a.c.a., the auditors, Mr 
Geoffrey Bostock, F.C.A., and Mr L. W. Bingham, hes 
were WEEN 


SPECIAL GENERAL MEETING 


THE PRESIDENT: Ladies and gentlemen, that concludes 
the proceedings of the annual meeting and we now 
become a special meeting for the purpose of consider- 
ing a resolution for the adoption of new bye-laws 42 
and 44 in connection with subscriptions. I assume that 
you will again wish to take as read the notice convening 
the meeting. (Agreed.) 


The annual report of the Council explains in 
paragraphs 160 to 165! the reasons why the Council 
has found it necessary to ask members to approve a 
substantial increase in rates of subscription as from 
J anuary Ist, 1959, and the principles which have been 
used in determining the proposed new rates. I will 
amplify these comments briefly under three headings: 


1 See The Accountant dated April 26th, 1958, at page so1. 


(a) the need for an increase in the Institute's income 
from members; 


(b) the timing of that increase; 
(c) the principles used in determining the proposed 
rates. 


The Need for Increased Subscriptions 


The value of money has steadily declined since 
subscription rates were last increased as from January 
1st, 1950, and this is the fundamental cause of the 
present situation. I imagine there can be no one in this 
room who does not fully appreciate that subscriptions 
fixed in monetary terms in 1949 are inevitably in need 
of revision today. If the value of money had remained: 
stable our income from members during the year 
1957 would, on the basis of the index of retail prices, 
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have been worth in present money terms £145,000 
instead of £100,000, and our prospective income from 
members for 1958, at present subscription rates, would 
have been worth £203,000 instead of £140,000. The 
difference of £63,000 for 1958 is the gap which has to 
be filled if the finances of the Institute are to be placed 
lon a sound basis to enable it to meet the requirements 
lof members and to fulfil its reponsibilities to the 
[profession and the public generally. 
| Our Accumulated Fund at December 31st, 1957, 
amounted to £167,000 but of this only £66,000 was in 
liquid form, the balance representing our Hall and 
Offices at Moorgate Place and office equipment. Subject 
|to any profit we may make on realization of our invest- 
ments, the liquid balance of £66,000 will be almost 
exhausted by the end of 1958 by the estimated deficit 
‘of £65,000 on income and expenditure account for 
that year, including the special expenditure on the 
members’ handbook to which I have referred at the 
| ordinary general meeting. 
! When the Hall of The Society of Incorporated 
| Accountants has been sold, the liquid funds of the 
| Institute should benefit to the extent of the excess of 
the sale price over the costs of liquidation and other 
outgoings referred to in paragraphs 157 and r58 of 
the annual report. It is, however, essential for the now 
enlarged [Institute to have correspondingly large 
| resources. The Council does not think it would be right 
to rely upon the Society's assets to replenish the 
reduction in the Institute's Accumulated Fund, even 
though the reduction has been caused in part by the 
costs of the Scheme of Integration and the expenditure 
| which is necessary to provide documents and informa- 
| tion to the large numbers admitted to our membership 
| under the Scheme. 

We should aim at retaining as an Accumulated Fund 
| of the enlarged Institute an amount at least as great 
as the total of the funds of the two separate bodies. This 

e means that we must budget for surpluses over the 
next two or three years to reinstate the amounts 
expended out of the Institute's Accumulated Fund in 

| 1957 and 1958. Moreover, as members already know, 
| we must take the earliest opportunity to provide a new 

: headquarters! building for the enlarged Institute. 

| Whatever means may be used to finance it, the new 

! building, when we are able to proceed, will inevitably 

| involve a large increase in our annual expenditure. It 
| could be said, with justification, that we have been 
| living for a long time on the generosity of our fore- 

; fathers who built and bequeathed to this generation 

| the present Institute premises at Moorgate Place. 

It is for these two main reasons — the need to make 
| good the deficits. of 1957 and 1958 and the need to 
| provide a larger income to meet inevitable increases 
| jn expenditure when we have our new premises — that 
| we have budgeted in the proposals which are before 
| you for surpluses of the order of £40,000 for 1959 and 
l possibly somewhat larger amounts in later years. 
| You will naturally ask whether we cannot effect 
| economies in our administration. We will, of course, do 
| whatever we can and a watchful eye will be kept on 
' our expenditure. It would, however, be wrong of me 

to hold out hopes of significant reductions in expendi- 
ture if the Institute's affairs are to be conducted 
fruitfully and in a worthy manner. As explained in 
paragraph 162 of the report, the Institute has for some 
years been seriously understaffed and our duty is to 
see that the work of the Institute does not continue 
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to suffer from this cause and that the staff are able to 
work under reasonable conditions both as regards 
working hours and accommodation. 


. The Timing of the Increase 


The fall in the purchasing power of the Institute’s 
income has made an increase in members’ subscriptions 
inevitable. The Council has had to consider carefully 
whether the increase could be delayed for another 
year, by which time we should be able to assess with 
greater accuracy the long-term financial effects of the 
Scheme of Integration and we might also have some 
positive proposal to put before you with regard to new 
headquarters. I have already indicated, however, that 
the Institute’s financial position will have become 
very serious by the end of 1958 if steps are not taken 
now to assure a suitable surplus in 1959. We have 
therefore felt compelled to decide that the inevitable 
should be faced now. I feel confident that members 
generally will support that view. 

It may be that some members will ask why the 
Council did not bring proposals to members last year 
or the year before, so that the purchasing power of our 
income could have been restored before the position 
became urgent. We have of course been conscious that 
our annual surpluses have been dwindling. No one 
who has examined our annual accounts over the past 
few years could fail to recognize that subscriptions 
would sooner or later have to be revised. You will, 
however, realize that for the past two or three years all 
our plans were subject to the uncertainty of the Scheme 
of Integration - first the uncertainty of being able to 
announce a scheme at all and then, after December 
1956, the uncertainty of its. safe passage through the 
many necessary stages before it became effective in 
November 1957. This state of uncertainty has inevit- 
ably had an important bearing on all our activities for a 
considerable period. Now that integration is an 
accomplished fact we can and should proceed with our 
financial arrangements without delay. 


The Principles Used in Determining the 
Proposed Rates 


The principles on which the Council has determined 
the proposed new rates of subscription may be sum- 
marized as follows: 
(1) The proportionate gap between the subscription 
rates of fellows and those of associates should be 
narrowed. Many practising members do not 
take up their fellowship when they are entitled 
to do so with the result that part of the member- 
ship is providing a disproportionately large part 
of the Institute's income. The services provided 
by the Institute to fellows and associates are the 
same and the wide gap which has existed histori- 
cally between the rates for fellows and those for 
associates does. not seem to be justified. We 
therefore propose that the subscription rates of 
fellows and those of associates should be in- 
creased. by the same amounts rather than by the 
same percentage. 
(2) We are not proposing at present any material 
change in the relative contributions made by 
` practising and non-practising members. 
.' (3 We have refrained from proposing any increase 
in the admission fee of fio 10s od which has 
remained unchanged since the Institute was 


formed in 1880. This will give the newly-qualified 
members some concession without introducing 
any difference in the rates of annual subscriptions. 

(4) We are proposing an increase of only one guinea 

for fellows and associates not resident in England 
and Wales and no increase at all for any of the 
incorporated accountant members. 'lThere are 
special considerations which need to be taken 
into account for these members, of which 
perhaps the most important is that most of them 
are members of other accountancy bodies which 
bear more directly on their activities than does 
our Institute. In this country most of the incor- 
porated accountant members are also members 
of the Institute of Municipal Treasurers and 
Accountants (local government being their 
special sphere of activity) while in many overseas 
countries it is either necessary or desirable to 
become a member of the appropriate overseas 
accountancy body. 

I now formally move, and I ask the Vice-President 
to second, the resolution set out in the notice convening 
this special meeting. The resolution is for the adoption 
of new bye-laws 42 and 44. 

(Mr Barrows seconded the resolution.) 


THe PRESIDENT: Before putting the resolution to the 
meeting, I will invite questions. Will you again please 
be good enough to give your narne. 


DISCUSSION 


Mr A. Mares, F.C.A.: Mr President, I do wish to con-- 
gratulate you on your statement in which you have set out 
the proposals, but I rise on this occasion to protest against 
the proposed increase in the fees as go eier by the 
Council in the resolution before us this afternoon. I feel 
that the increase is far in excess of what is necessary, and in 
view of prevailing conditions I must strenuously oppose the 
pro which, after all, is a measure of inflation. Never- 

e es I do, of course, realize that there might have been 

justification for an increase in the subscription, at this 
juncture, but I consider that the proposal for the increase 


warrants a little thought on some of the facts as stated in the - 


first report of the Council on Prices, Productivity and 
Incomes, and, in particular, on inflation, where the report 
of the Council states: 'We conclude that alike on internal 
and external grounds our objective should be to stop 
inflation, not merely moderate its course’. These words 
ap in Accountant dated March rat, 1958. 
erhaps it might be useful to consider the deficiency as 
reflected in the income and expenditure account for the 
ended December 318t, 1957, of approximately £19,000. 

e find that repairs expenditure, written-off furniture and 
equipment, pension scheme initial expenditure, printing and 
stationery, travelling expenses, grants to district societies, 
show a combined total increase of £14,800 as compared 
with the year ended December 31st, 1956, with income from 
investments and sale of publications falling by £4,100 as 
compared with the previous year. Thus the combined effect 
of the figures I have indicated amount to approximately 
£19,000, the deficiency as indicated by the accounts. 

Now, Mr President, I contend that some of the figures 
indicated above are of a non-recurring nature, e.g. printing 
and stationery, pension scheme initial expenditure; whilst 
it is considered — of course, this is my view ~ that in future 
some limitation of diture in respect of travelling and 
grants to district societies must be made. With regard to 
the investments, would the Council consider converting 
some of the fixed interest securities and part of the deposits 
into industrial holdings in the hope of increasing the 
investment yield. 

It is felt that consideration must be given to the extent 
of the increase in tbe annual subscription. The increase 
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falls harder on Associates than on Fellows of the Institute 
and let it be stated that some of us will find that the increase 
of four or five guineas will be a hardship, particularly on 
some of the younger practitioners. It can be usefully 
pointed out that the annual subscription for Associates in 
practice outside the metropolis will have increased eightfold 
since 1948 and fivefold: for their brother Associates prac- 
tising within the metropolis, 

Now there has recently been published a book by 
Professor Parkinson, of which no doubt many of you have 
knowledge. He called it Parkinson’s Law, which seeks to 
prove that administration costs rise in inverse ratio to the 
number of personnel involved, and goes further to enunciate 
that the number of officials will increase whether the 
volume of work to be done increases, diminishes or dis- 
appears. To conclude, I feel that it would be as well to 
quote the Council on Prices, Productivity and Incomes on 
the cause of the rise in prices. In their summing-up they 
state: “The habit of demanding large and frequent increases 
in monetary rewards grows by what it feeds on and may be 
found to persist after any technical justification for it.' 

In conclusion, if the Council wish inflation to be halted, 
perhaps they could see fit to amend or withdraw the reso- 

ution which they wish to be passed to amend bye-law 42; 
if not, I can only hope that the other members will in 
principle oppose the resolution, if only to give a lead against 
inflation. (Applause.) 


Mr C. J. G. HUGHES, LL.B., F.C.A.: I have listened with 
interest to the last speaker, but I believe that the gentlemen 
on the platform in front of us, who are all eminent account- 
ants, are fully aware of what we have been listening to. [ am 
prepared to say that the Council are reluctant to increase 


- the fees until they must do so. We as a body of accountants 


cannot see our own Institute run into ptcy through 
years of deficiencies, nor do we like to see the reserves being 
diminished. 

There is one thing I would like to comment upon and it 
is this - some five years or more ago now the Institute 
passed a somewhat innocuous resolution to the effect that 
there was justification for members increasing their fees. 
As a practising member who is very conscious of the con- 
tinual increase in expenses and the much slower catching 
up in ratio of increase in fees, I would like to see the Council 

ving attention to giving us something back for the increase 
in fees for which they are now asking by making some 
further public statement on the question of the increase of 
fees of practising members. I believe a public statement like 
that does help and I think our practising members are 
entitled to that help at least in return for our agreeing to an 
increase in subscriptions 

Mr Jonn FORD, A.C.A.: Mr President, ladies and gentle- 
men, I would like to agree most heartily with what Mr 
Marks bas said. In fact, he has made several of the points: 
I would like to have made myself. None of us would 
attempt to undervalue the tremendous benefits we get from 
the privilege of being members of this Institute, but J am 
sure many of us are surprised and disturbed by the resolu- 
tion, calling as it does for an increase of between half and 
two-thirds in subscriptions, notwithstanding the increase 
of the members by almost 50 per cent as the result of 
integration. But for the exceptional items, there would have 
been a deficit of only £4,000 in 1957, and I think one might 
have anticipated that this would be more than made op 
without increasing subscriptions by another 50 per cent 
with more members paying. 

You will appreciate, looking at the accounts just adopted, 
that the salaries of the Institute staff total £51,000, which 
includes perhaps £4,000 for Society staff transferred, 
aay f £47,000, which compares with only £24,000 in 
1950. That is an increase of nearly roo per cent, and as the 
report itself does suggest, members have only increased by 
45 per cent in that time. I suggest that figure, notwith- 
standing the increase in the strength of the Institute, does 
belie the Council's statement that the Institute has been 
seriously understaffed. Now we are told that appointments © 
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have been offered to the entire staff of the Society. I 

pathize with those people-;l am sure we all do — but 
I feel that the Institute’s first duty must be to its members, 
and this decision to take on the whole of the Society’s staff 
_18 less than fair to members, Surely the proper course would 
| | be for adequate compensation for loss of employment to be 
| given to the majority of those people when the formalities 
| of integration are complete. If that suggestion is adopted, 


then I suggest we may be able to manage without this new: 


! building. Most members consider that the prestige of our 


| Institute depends on the personal qualities and integrity of . 


its members and not on the size of its headquarters building. 

| I should think that not 5 per cent of the members of the 

! Institute enter that building from one year's end to the next. 

' As our President has already mentioned, a new building will 

| bring with it mevitably an more in establishment costs. 
Oné last point concerning the Members’ Handbook. 1 
Suggest, gentlemen, that this is a non-recurring charge and 

| I suggest that the proper way to finance it would be from 
the accumulated funds of the Institute. Also I suggest, so 
far as new members are concerned, if it is going to be a 
! costly job, the admission fee to members sho be in- 
creased to cover the item of this new publication. I agree 
entirely with what Mr Marks said about the Council 


sponsoring an inflationary resolution and I ask for your / 
bplause.) 


j support in voting against the proposal. (4 


THE PRESIDENT: Thank you, sir. 


Mr N. A. LAMB, ASAA.: diu adrian M 


incorporated accountant members should not 


| scriptions on the same scale as Associates of the ee 


After all, they have been given the benefits of membership, 


enthusiasm. I do not think the possibility of: incorporated, » 


ZR Ge 


members having other subscriptions to pay has any 
on the amount to be paid to the Institute, and I feel that the ` 
lower fees are a further act of segregation in a peculiar form 
against the incorporated members. I might add I am an 
incorporated accountant myself. (Applause.) 


| _ Mr L. W, SMITH, A.C.A.: I am an ex-Society member and 
| I must confess that I was a little surprised to see that thia 
| proposal to increase subscriptions was made so soon after 
| I had been, shall I say, invited to become a chartered 
| accountant at the reigning subscription. It strikes me as a 
| little odd ‘that immediately afterwards, this proposal to 
| 

l 


even though this may have been done without much. 
1 
i 


increase subscriptions should be made. 
The only other point I want to make or ask about is this, 
I see in the body of your comments, Mr President, that you 
mentioned that the incorporated Accountants’ Hall is to be 
sold. I have been in that place very many times, and unlike 
| some who have never been into the building of the Institute, 
I have been in both. I think it is a great pity that we have 
to se of that hall and that we cannot make it into a 
| club for members. I think it would be an admirable place 
| for such a purpose. Many chartered accountants come to 
, London, or live near London, or are in London, and I can 
| think of no more delightful place to have a Chartered 


| Accountants’ Club than the Incorporated Society's hall... 
| I would just like to put that point for your consideration; — 


I do not doubt that there are many reasons why it cannot 

be done — in these days there always seem to be an infinite 
number of reasons why things cannot be done. 

My only other point is that with the advent of the Society ` 

Ends into the Institute — I may say that I am extremely 

that the integration came about, and, as a matter of 

dum even at the new rate of subscription i personally will 

save money, so I am not complaining from my own personal . 

le — it is a fact that 9,000-or 10,000 extra members will . 

i ins in £30,000, even at the present minimum rates. I do 

E ow the exact figure, but it looks like £30,000 or 

£35,000 -sgo the deficiency would be covered very soon 

without it being found necessary to put the subscriptions . 

up. Thank you, sir. (Applause.) 


Mr C. A. BARBER, BCA: I am always : reluctant not to - 
find fault with anything, the Counci} wants to do.  (Laughter.). 
Gi 
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I feel it is quite clear that as an Institute, at any rate- for a 
few years ahead, we have got to have more money we 
have coming in at the moment, and I have no hesitation in 
voting for these changes. The only thing I would like to say 
is that I cannot really believe that we shall need a new 
Institute building. I do not know how many office chairs 
we have got to accommodate, but I imagine the permanent 
staff is unlikely to be more than x00. I should think from 
what I remember of the present building, and the room in 
which I took my examination — I think it was almost the 
last time I was in it (laughter) — if we spent a certain amount 
of money on modifying the existing building we should 
have ample accommodation for all the bigh thought that 
has to go on in the Institute. But there is a great deal of 
clerical work that the Institute does, such as collecting 
subscriptions, arranging examinations and that sort of thing, 
which I der eve io thought could be done very much more 
cheaply away from the City of London without affecting 
the efficiency of the job. I would like to suggest that as a 
Council you should consider perhaps remodelling the 
present hall and get out of London and do the unimportant 
work at unimportant costs. 


. Mr G. B. JUDD, aa, F.C.A.: 'T have-no-doube that in. d 
few moments the resolution will be passed by an over- 
whelming majority and I just want to say this — I. hope that 
it will be Sig Marga not only as a vote of confidence in our 
Council, but a vote of confidence in our staff. I do not 
think we have too many staff, nor do I think they have too 
little to do. 


Mr S. E. NEWMAN, A.C.A.: I would like.to say in regard 
to the proposal today that we ought to exclude completely 
ities in this matter. The Council all the time do 


their best — I do not think there is dny question about that — 


and also the staff. It is quite an impersonal matter relating 
'to the fees payable by Fellows and Associates and Associates 
in Practice, and it is they who are really concerned to a large 
d , and not the way our Council have done their duty. 
1 do feel we must leave. personalities out of it, and -that 
the matter should be considered solely on.its merits or 
emerits. 


Sir RUSSELL KETTLE: ee 
-I sm a retired member and pay.one.guinea a year. 
(Laughter and applause.) Really, listenino to some of the 
speeches I begin to wonder whether we, as a Gei Se 
responsible chartered accountants, are not losin 
sense of proportion. The highest of these annual hea is 
£15 15s. What do you pay for lunch? What do you pay for 
your motor-car? What do you pay for a suit of clothes? 
What do you pay your office boy?-Yet here we are wasting 
time talking about {15 rer, {10 10s or £5 5s for the honour 
of belonging to the Institute, for which every member gets 
enormous advantage. I suggest we do not waste any further 
time and that we accord to the Council our vote in support 
of these increased fees which they are putting forward after 
very careful consideration and taking into.account the 
interests of the Institute. 


THe PRESIDENT: Tf there are no more questions, I will try 
to reply as best I can to what has been said. Let us start 
with Parkinson's Law, I have read that book and I am sure 
all members of the Council are well aware of it. I do assure 
Pet that Parkinson's .Law: is. not. going too Wider? in the 

titute. On the contrary, you can be satisfied that in your 
Council you have a body of men-who are very keenly aware 
of the necessity to keep costs down and that we are most 
certainly going to continue to do so. I do ask you to leave 
that particular matter with confidence to us. 

Then there is the question of inflation arid the report of 
the “Three Wise Men’. Of.course, we have one of the 
“Three Wise Men’ with us on the platform, and I am going 
to suggest to you that if the “Three Wise Men’, instead 
* addressing their report to the public at large, had been 
addressing it only to those who ‘had not*increased in any 

their prices since ire 1st, 1950, they might have 
Written it in A terms. PME 
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All prices have gone up. Our own fees have gone up; I 
know there are sometimes difficulties, but generally speak- 
ing, accountancy fees have been greatly increased since 
1950, as have all other costs. Frankly, our subscriptions are 
quite out of line and have been made out of line as a result 
of inflation. I do not think it is really relevant to suggest 
that this is an inflationary act of ours when no increase has 
been made since January 1st, 1950. 

I think it was Mr Hughes who talked about fees. We have 
often considered the possibility of issuing a statement about 
fees, but there are a lot of difficulties about it. We have from 
time to time given pointers one way or the other which help 
members, but it is not easy to come out with anything very 
categorical that would necessarily be of real help and per- 
haps not have certain disadvantages to members. 

One or two people said that our building could be 
adapted and made adequate and that we do not need a new 
headquarters. I assure you that is not so. It is a most in- 
credibly inconvenient building even with the relatively 
small staff which is now in it, and in addition to the Insti- 
tute building we have quite a substantial office round the 
corner in London Wall and we are using the Society's 
building to a small extent. Then there is another separate 
office where the staff of the paper Accountancy do their 
work. It is really most extraordinarily inconvenient and staff 
conditions are bad — you must take that from me. We have 
had advice from architects and it is very questionable 
whether it is worth while trying to adapt the existing 
building - that is the advice we have had. 'T'he question of 
a new building has not yet been decided but it will, I hope, 
be reported at next year's annual meeting. 

With regard to incorporated accountants, I was glad to 
hear an incorporated accountant say that they are willing 
to pay more, I think that is a very nice gesture. We have not 
suggested it at this time for the reason which I stated this 
afternoon, namely, we do appreciate that they have a 
loyalty and also a duty to the Institute of Municipal 
Treasurers and Accountants. That body presumably needs 
funds and so we felt it was a double burden upon them. It 
is heartening to learn from an incorporated accountant 
himself that possibly some higher subscription might at 
some time be collected from them without any feeling of 
injustice, and I shall certainly bear that in mind. (Laughter.) 

With regard to the Incorporated Society's hall, I think 
we all regret having to sell that hall, but if you cannot use 
it yourself it is better to let other people use it who can, and 
also get the cash. You suggested a club and so on. If such 
a club could be run at a profit, it would be better to let 
private enterprise turn it into a club for accountants - I 
do not think it is our job and we certainly do not want to 
run ourselves into a loss in undertaking such a thing. 
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The hall is not in a convenient position for us — it is too 
far from the Institute building to run the two together. The 
Embankment is not awfully convenient — it is too far from 
the West End and also from the Eu but it is a beautiful 
hall in a beautiful situation. We have considered every 
aspect of it and we have come to the conclusion that the 
proper course is to sell it. 

I think 1 have done my best, gentlemen, to answer the 
questions and I do sincerely hope you will support this 
resolution, bearing in mind that it has been considered 
backwards and forwards from every angle by the Council. 
I can also assure you that the remarks that have been made 
this afternoon about the need for economy and all those 
other points will be most carefully borne in mind. 

I will now put the resolution to the meeting. 'l'hose in 
favour? Those against? I declare that resolution carried. 


Proposing a vote of thanks to the President, Mr E. 
Kenneth Wright, M.A., F.C.A., said: Wechartered accountants 
are always fortunate in finding men of outstanding quality 
who undertake the very heavy burden of leading the 
profession, Mr Lawson, and these are words which every- 
one who knows him will accept without qualification, pal 
with the greatest. (Hear, hear.) 

We shall remember his presidency principally for the 
completion of integration. Jobbing backwards it looks a 
straightforward and not too complicated an operation, but 
mus a fiasco it might have been in less skilled and patient 

ands, 


But integration has been only one of a host of presidential 
responsibilities which have been discharged with distinc- 
tion. I can speak of another from personal observation — his 
visits to the district society dinners. My colleagues, the 
Presidents of the district societies, will endorse my words 
when I say that we have been proud of our President. He 
has represented the Institute with dignity; he has spoken 
with wit and wisdom and he has shown to those he has met, 
and with whom he has travelled, an endearing humanity. 
(Applause.) 

I am sure you will want Mr Lawson to take to his wife 
from us a personal message of thanks for the encouragement 
she has given him and we are also grateful to his partners. 

Ladies and gentlemen, it is my privilege to propose a 
sincere vote of thanks to Mr Lawson for hia devoted ser- 
vices to our profession while President of the Institute. 
(Applause.) 

Tus Presipwent: Mr Wright and gentlemen, thank you 
very much indeed. That really does conclude the business 
of the meeting but I hope that some of you at any rate will 
remain to attend the meeting of the Benevolent Association. 
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New Old 
rates rates 
Members in practice in the £ s d £ s d 
Metropolis 
Fellows IS IS o IO IO o 
Associates.. IO IO O 5.5 0 


* Incorporated accountant 
members GA A and 


A.S.A.A. 28 . 8 g o 5 5 0 
Members in practicein England 

or Wales outside the Metro- 

polis 

Fellows .. I2 I2 O 8 8 o 
Associates.. 8 8 o 4 4 0 
*Incorporated accountant 

members F.S.A.A. and 

A.S.A.A. 440 4 4 O 


New Old 
rates rates 
Members resident in England £ s d £ s d 
or Wales but not in Ee 
Fellows .. 770 5.5 0 
Associates. . ; by 5 5 o 3 3 0 
*Incorporated accountant 
members F.S.A.A. and 
A.S.A.A. zx 3 30 3 3 0 
Members not residing i in 
England or Wales 
Fellows .. ; um 5 5 o 4 4 0 
Associates. . ba 4. 3 0 2 2 0 
* Incorporated accountant 
members F.S.A.A.  .. 2 2 0 2 2 o 
*Incorporated accountant 
members A.S.A.A.  .. I IO I I 0 


* 'l'hese are the rates applicable to members admitted as 'incorporated accountant members'. Members of the Society who 
have been admitted to membership of the Institute as fellows and associates pay the rates applicable thereto. 
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‘At special and ordinary meetings of the Council held on published as part of the proceedings of the Council: 


| Wednesday, May 7th, 1958, at the Hall of the Institute, 
‘Moorgate Place, London, EC2, there were present: 


. Mr W. H. Lawson, C.B.E., President, in the chair; Mr 
:W. L. Barrows Vice-President; Messrs H. Garton Ash, 


opp, M.C., E. Baldry, C. P. Barrowcliff, T. A. Hamilton 
‘Baynes, J .H. Bell, A AC OE E ONE J. D ae 
CSDL Rb Carpenter 


Carrington, 

Chamberlain, D. A. Gier GN E Clayton, C. SE 
‘Smith, W. G. Densem, A. S. H. Dicker, M.B.E., S. Dixon, 
W. W. Fea, P. F. Granger, J. S. Heaton, D. V. House, 
'Sir Harold Howitt, G.B.E, D.8.0., M.C., Messrs P. D. 
Irons, H. O. Johnson, H. L. Layton, R. B. Leech, M.B.E., 
.T.D., R. McNeil, J. H. Mann, M.B.£., W. E. Parker, C.B.£., 
iS. J. Pears, C, U. Peat, M.C., F. E. Price, P. V. Roberts, 
! L.. W. Robson, Sir Thomas Robson, M.B.E., Messrs G. F. 
Saunders, K. G. Shuttleworth, C. M. Strachan, O.B.8E., 
J. E. Talbot, E. D. Taylor, G. L. C. Touche, A. D. Walker, 
; V. Walton, M. Wheatley Jones, E. F. G. Whinney, J. C. 
Montgomery Williams, R. P. Winter, M.C., T.D., Sir 
; Richard Yeabsley, C.B.E., with the Secretary and Assistant 
Secretaries. 





Welcome to New Member 


The President welcomed Mr G. T. E. Chamberlain, 
F.C.A., who was attending for the first time as a member 
of the Council, Mr Chamberlain briefly replied. 


Re-admission 
‘One application for re-admission to membership was 


t 


; refused. 


; Reduction in Period of Service under Articles 


One application under bye-law 61 for a reduction in 
i the period of service under articles was acceded to. 





;. Exemption from the Intermediate Examination 


Be applications under bye-law 85 (a) for exemption 
| from the Intermediate examination were acceded to. 

One application under bye-law 85 (b) for exemption 
| from the Intermediate examination was acceded to. 


i Taxation and Research Committee 


The Council decided that the following statement be 
published as part of the proceedings of the Council: 
‘At its meeting on April and, 1958, the Council 

decided, in view. of the Scheme of Integration, to 
increase the size of the 'laxation and Research Com- 
mittee by making the following changes in its constitution: 
(a) The London and District Society of Chartered 
Accountants to appoint six instead of four members. 
(b) The number of Council appointments to be 
| increased from ten to a maximum of twelve. 
The Council has accordingly appointed the following to 
membership of the committee: 
Wiliam Frederick Edwards, A.C.A., 
| William George Ainge Russell, F.C.4., 
! and the Council is informed that the London and 
| District Society has appointed the following to member- 
' ship of the committee: 
| harles Victor Best, F.C.4. 
James Jackson, F.c.A. 
|  Thefournew members of the committee are all members of 
! the Council of The Society of Incorporated Accountants.' 


| Scheme of Integration 


Articled Clerks of the Society and Bye-law 
Candidates 


Completion of Registration with the Institute 
The Council decided that the following statement be 


A ma ene ee, 


"Ihe last day for the receipt of applications from 
articled clerks of the Society and bye-law candidates to 
register under the scheme of integration was May and, 
1958. The total number of applications received at that 
date was 5,810 and registration had been completed in 

2,337 cases. As the entitlement of each applicant is 
established he is sent instructions notifying him of the 
steps which he must take to complete his registration, 

' together with any further document which is req 
for that purpose. Provided that the form of application 
to register had been received by May 2nd, 1958, no 
SE is prejudiced by any delay in dealing with the 
application and in the issue of the relevant instructions. 

: he Council has now decided that the closing date 

for the receipt of documents which articled clerks of 
the Society and bye-law candidates are required to 
submit to complete their registration shall be July 31st, 
1958. In any case where the individual instructions are 
issued by the Institute after July rst, 1958, the closing 
date for the return of the relevant documents will be 
one month from the date of issue of the instructions. 
' The Council retains discretion — for example in respect 
of those articled clerks and bye-law candidates engaged 
on national service — to extend this period in any par- 
ticular case if it considers it proper to do so but it will 
only exercise that discretion where there exist circum- 
stances which in its opinion are wholly exceptional.' 


Scheme of Integration — Examinations 


'The Council approved the following regulations under 
bye-law 120. 
(a) Former articled clerks of the Society and bye-law 
candidates in Scotland and Ireland 
Any former articled clerk of the Society or bye-law 
candidate who has registered with the Institute under 
clauses 9, 10 and rr of the scheme of integration shall, 
irrespective of the date at which he passed or was 
exempted from the Intermediate examination, be per- 
mitted to sit for the Final examination of the Society 
under the Scottish or Irish procedure so long as that 
examination continues to be held, provided that he 
shall have served a substantial part of his period of 
service in the country concerned. 
(b) Former articled clerks of the Society and bye-law 
candidates who elect to extend their prescribed period 
of service in order to qualify under clause 9 or 10 
of the scheme — eligibility for examinations. 
Where an articled clerk or bye-law candidate of the 
Society has elected to extend his term of service in 
order to qualify under clause 9 or 10 of the scheme, 
his eligibility for any examination shall be calculated 
by reference to his original term of service and not by 
reference to his revised term of service acceptable 
under clause 9 or 1o. 


Certificates of Practice 


The Council received’ notice that the following 

members have commenced to practise: 

Andreas, George Ernest; A.C.A., 1923; 98 Wildwood 
Road, London, NW11. 

Andrews, Bernard, B.E.M.; stv? 1958; a 1950); (R. S. 
Dawson & Co), 11 Cheapside, B 

Assenheim, Alan; A.C.A., 1957; Tira Assenheim & Co), 

3 Marlands Road, Ilford, 

Banc David; A.C.A., 1953; 19 St Andrew's Avenue, 
Ashton, Preston. 

Bendig, Maurice; A.C.A., 1956; (J. L. Simpson & Co), 
287 Manningham Lane, Bradford, 8. 
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Berridge, Harry; A.C.A., 1958; (tScott, Wheatley & 
Palmer), Suffolk House, Silver Street, Hull. 

Berriman, John Whaley; A.C.A., 1958; (S. 1929); (Peat, 
Marwick, Mitchell & Co), Queen's Square, Middlesbrough. 

Bolton, Jobn Stansfield; A.C.A., 1956; (Smithson, Black- 
‘burn & Co), Atlas Chambers, King Street, Leeds, 1. | 

Boorman, Albert Edward Camburn; A.C.A, 1958; 

(S. 1951); 36 Station Road, Barnes, London, SW13. 

Bootyman, John 'Trevor; A.C.A., 1954; (Forrester, Boyd & 
Co), 26 South St Mary's Gate, and Fish Docks, Grimsby; 
also at Louth and Scunthorpe. 

Bowen-Jones, Peter John Richard; A CA, 1958; (S. 1954); 
(C. V. Miles & Partners), 45 'The Parade, i 

Bramley, Edward James Michael; A.C.A., 1951; (Cooper- 
Parry, Hall, Doughty & Co), 16 High Street, Burton- 
on-lrent, and at Ashbourne, Derby and Uttoxeter. 

Brett, James Arthur; A.C.A., 1958; (S. 1951); (H. Menzies 
& Co), 82 Eden Street, Kingston upon es. 

, John, D.F.C.; A.C.A., 1951; (F. Geen & Co), Victoria 
hambers, Liverpool Road, Stoke-on-Trent. 

Crane, Martin Trevor; A.C.A., 1958; (Crane, Houghton & 
Crane), Clun House, 17 Surrey Street, Strand, London, 
WOC2a, and at Twickenham. 


Dane, Terence Edward; A.C.A., 1957; (Norman McKellen l 


& Co), 20 Booth Street, Manchester, 2. ` 

Davis, Paul David; A.C.A, 1958; 1 Garrick Avenue, 
Golders Green, London, NWir. 

Davison, Frederick Arthur; A.C.A., 1:958; (S. 1953); 
(J. R. Davison & Co), Lion Chambers, St George's 
Square, Huddersfield. 

Davison, William Leslie Egner; A.C.A., 1958; (fH. R. 
Davison & Co), 47 Boutport Street, Barnstaple, Devon, 
and at Braunton and Ilfracombe. 

Dawson, Arthur William; A.C.A., 1958; (S. 1948); (Morris, 
Crocker & Co), 102 Victoria Road North, Portsmouth, 
and at Havant and Petersfield.. l 

Dewell, Desmond Edward; A.C.A, 1958; (S. 1950); 
7 Homer Road, Shirley, Croydon, Surrey. 

Dolan, John; A.C.A., 1958; (S. 1953); (R. S. Dawson & 
Co), 11 Cheapside, Bradford, 1. l 

Edwards, Brian Hughes; A.C.A., 1949; (Forrester, Boyd & 
Co), 26 South St.Mary's Gate, and Fish Docks, Grimsby; 
also at Louth and Scunthorpe. 

-Eva, John Wilfrid; A.C.A., 1951; (James Carter-& Sons), 
14 Wood Street, Bolton. l ; l 

Flew, Jack Howard M ders, M.A.; ACA., 1956; (Hartleys, 
Wilkins & Flew), r Central Buildings, Tothill Street, 
Westminster, London, SW1. 

Foulger, Harold George Jackson; A.C.A., 1936; (Kemp, 

. Chatteris & Co), St Swithin's House, Walbrook, London, 
EC4, and at Manchester and Port Louis, Mauritius. 

Goldsmith, Peter Ernest; A.C.A., 1955; (Clark, Browns- 
combe & Co), 8 The Drive, Hove, 3, and at Brighton 
and Eastbourne. ©- 

Gudgin, William Joseph; A.C.A., 1958; (S. 1951); (Baker, 
Todman & Co), Canada House, Norfolk Street, Strand, 
London, WCa. ` es 

Guppy, Frederick John; A.C.A., 1951; ("Lanham & 

` Francis), Newbury Gillingham, Dorset. 

Haslam, Edward Leigh; A.C.A., 1951; (J. H. Waring & 
Co), 18 Hotel Street, Bolton. ) 

Hawkins, Kenneth Neale; A.C.A., 1958; (S. 1952); (Frazer, 
Whiting & Co), 124 Grosvenor Street; Mayfair, London, 
Wi, and at Romford. ` ea Sa 

Hay, Michael James, 3.sc.; A.C.A., 1955; (ERII & 
Halliday), Westminster Bank Chambers, Welling- 
borough, and at Northampton and Towcester. 

Heath, John Clifford; A.C.A., 1958; (Dean Marshall & 
Co), Whittington House, 7 Whittington Avenue, 
London, EC3. i 

Heaton, Norman James; A.C.A., 1950; (Callingham, Brown 
& Co), Balfour House, 119/125 Finsbury Pavement, 
London, EC2. d 

Henley, Ronald Arthur; A.C.A., 1949; (Larking & Larking), 
9 Red Lion Street, Norwich, and at Canterbury, Dereham, 
Maidstone, Sittingbourne and Winslow. i 
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Hepburn, Brian; A.C.A., 1953; (Hepburn & Son), Abford 
House, Wilton Rosd,:London, SWr. 

Hilton, Gordon; “A.C.A.,°'1936; (Jefferson & Co), rr 
Cookson Street; - Blackpool. i 

Hodgson, Fred Hird; A.C.A., 1958; (S. 1954); 112 Bradford 
Road, Riddlesden, Keighley, Yorkshire. 

Holden, Richard Anthony; A.C.A., 1958; (S. 1955); 
(Baldwin, Billington & Holden), Bank Chambers, 2 
Lord Street, West, Blackburn. 

Homburger, Alfred Nathan; A.C.A., 1958; (S. 1955); 
15 St Georges Road, London, NW11. 

Horton, Clive Fielding; A.C.A., 1954; (Day, -Smith & 
Hunter), Star House, Maidstone, Kent, and at Gravesend 
and Harrow. 

Howe, Norman Herbert Frederick; A.C.A., 1958; (S. 
1948); (Waterhouse & Francis) Saxon Chambers, 8A 
-London Road, St Leonards-on-Sea, and at Bexhill-on- 


Sea. 

Hunn, Geoffrey Wilson; A.C.A., 1958; (S. 1954); 6r 
Greystones Close, Sheffield, 11. 

Hunt, David Edward, MA: A.C.A., 1956; 54 Oxford 
Street, Woodstock, Oxfordshire. 

Hutchinson, John Franklin; A.C.A., 1958; Hollydene, 
Beadles Lane, Oxted, Surrey. 

Kirkby, Eric; A.C.A., 1958; (S. 1948); (R. S. Dawson & 

"Co), 11 Cheapside, Bradford, 1. à ' 

Law, Bryan William; A.C.A., 1957; (Wilfrid B. Gowers & 
Co), Western House, 303 Western Bank, Sheffield, ro. 

Ledbury, Gordon Herbert; A.C.A., 1954; (*H. Ledbury & 
Son), 51 Fore Street, Trowbridge, Wilts. 

Leese, Reginald George; A.C.A., 1952; (F. Geen & Co), 
Victoria Chambers, Liverpool Road, Stoke-on-Trent. 
Lightowler, Frank; A.C.A., 1958; (S. 1950) (Auker, 
Se & Longbottom), 24 Forster Square, Brad- 
ord, 1. 

McNeil, Ian Robert; A.C.A., 1955; (Nevill, Hovey, Gardner 
& Co), 43 Church Road, Hove, 3, and at London. . ` 

Manners, John Geoffrey Wilson; A.C.A., 1954; (Chipchase, 

- Wood & Co), 125 Albert Road, Middlesbrough, and at. 
Barnard Castle, Bishop Auckland and Durham. 

Mitchell, Reginald; A.C.A., 1958; (S. 1922); (F. Geen & 
2 Victoria Chambers, Liverpool Road, Stoke-on- 

rent. 

Moss, Malcolm; A.C.A., 1958; (L. K. Scott & Co), 111 
Moorgate, London, EC2; and at 19 Fortismere Avenue, 
London, Nio. . 

Newey, Leslie John; A.C.A., 1958; (5. 1955), (Frazer, 
Whiting & Co), 29 Eastern Road, Romford, Essex, and 
at-London. 

Nicholls, George Edwards; A.C.A, 1958; (S. 1949), 
(Wootton, Pattinson & Nicholls), 17 St Peter Street, 
Winchester, and at Alton. 

Ogden, Leslie; A.C.A., 1958; (Turquand, Youngs & Co), 
' 19 Coleman Street, London, EC2; (for other towns.see 
Turquand, Youngs & Co). 
Ollive, Frank John; A.C.A., 1954; 11 Leamington Avenue, 

Bromley, Kent. 

Phillips, Michael Ivor; A CA. 1956; 272 Willesden Lane, 
London, NW2. 5 MES 

Ponder, Ronald Morton; A.C.A., 1935; "I'horpemead', 
Chorley Wood, Rickmansworth, Herts. ` "ui 

Powell, Derek Llewellyn; A.C.A., 1958; (S. 1952); (Ralph 
Burford & Son), 7 St Andrew's Crescent, Cardiff. ` ^ 


‘S’ means year of admission to membership of the Society. 
Firms not marked T or * are composed wholly of members 
of the Institute. 

T against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or the other of the three Institutes of chartered account- 
ants in Great Britain and Ireland. uM 

* against the name of & firm indicates that the firmi 18 not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. e 
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Pursglove, Denis Walter; A.C.A., 1958; (Boyce, Welch & 
^. Co), 3 Piccadilly, Bradford, x, and at London, .. 
Rimmer, Kenneth Walter; A.C.A., 1954; (C. T. Stephens 
| & Co), 20 Westgate Chambers, Newport, Mon. ` 
Rosenthal, Sydney Norman; A.C.A., 1958; 7 Haley Street, 
Cheetham, Manchester, 8. GR 
Roth, Barrie Jeffrey; A.C.A., 1958; (B. J. Roth & Co), 
' 154 Bethune Road, Amhurst Park, London, N16. 
‘Salmon, Alan Daniel; A CA. 1958; (S. 1953); (*Larking, 
r Larking & Whiting), 12/13 The Crescent, Wisbech; 
(for other towns see *Larking, Larking & Whiting). 
'Scarfe, Peter; A.C.A., 1958; (S. 1951); (Larking & ing), 
|! 9 Red Lion Street, Norwich, and at Canterbury, Dere- 
: ham, Maidstone, Sittingbourne and Winslow. 
! Shepherd, Geoffrey Douglas; A.C.A., 1954; (James Watson 
| & Son), Lloyds Bank Chambers, Lowther Street, Carlisle. 
Smee, Anthony John; A.C.A, 1958; (S. 1955); (Baker, 
| 'lodman & Co), Canada House, Norfolk Street, Strand, 
| London, WC2. 
; Smith, Peter Holbourn; A.C.A., 1951; (Stephenson, Smart 
; & Co) Barclays Bank Chambers, 316 High Street, 
. Lincoln. 
; Solomon, Michael Brodie; A.C.A., 1957; (Solomon, Shine 
= Brodie), 152 Commercial Street, Bishopsgate, London, 


y I. 
Stanley, John Michael; A.C.A., 1955; (Alfred Dobson & 
|: Co), Permanent House, The Headrow, Leeds, r. 
' Sulkin, Ronald; A.C.A., 1955; (Caldwell & Braham), 
|; St Stephen’s House, Westminster, London, SW1. 
' Swannell, Gordon; A.C.A., 1958; (S. 1952); (*Phillips & 
Halliday), Westminster Bank Chambers, Welling- 
{ borough, and at Northampton and Towcester. 
: Taylor, Joseph Benjamin; A.C.A., 1958; (S. 1934); (R. S. 
Dawson & Co), 11 Cheapside, Bradford, 1. 
| Walker, David Eaton, LL.B., A.C.A., 1949; (Williamson, 
Butterfield & Roberts), 2 Darley Street, Bradford, 1, 
and at Cleckheaton. 
| Walker, Roland Geoffrey Watson; A.C.A., 1951; ae 
Preen & Co) and (Arthur D. Saward & Co), 17 Basing- 
hall Street, London, EC2; also at Birmingham, Bristol 
and Yeovil (Harvey Preen & Co), and at Stratford-on- 
Avon, (Newland & Co). 
Wells, John Luther; A.C.A., 1958; (S. 1951); (Hodge & 
| Baxter) and lie Smith & Co), National Provincial 
Chambers, High Street, Kettering. 
| Wickenden, Keith David; A.C.A., 1955; (Robt. A. Plant & 
Co), 17 Coton Road, Nuneaton, and at Birmingham. 
Willson, Keith Vernon; A.C.A., 1952; (Hare, Wilson & 
| Co) Redmead House, Uxbridge Road, Hillingdon 
i Heath, Middlesex. ) i 
Wilson, Clive Stanley; A.C.A., 1958; (S. 1955); (tScott, 
| Wheatley & Palmer), Suffolk House, Silver Street, Hull. 
Wood, Walter William; F.C.A., 1958; (S. 1931, f. 1950); 
(Morris, Crocker & Co), Lyndum House, 14 High 
Street, Petersfield, Hants, and at Havant and Portsmouth. 


Election to Fellowship 


(a) Twenty-five applications from associates for 
election to fellowship under clause 6 of the supple- 
mental Charter (bye-law 31) were acceded to. l 

(b) Twenty-two applications from’ associations for 
election to fellowship under clause 3 (b) of the Scheme 
of Integration referred to in clause 34 of the supple- 
mental Charter were acceded to. 


Admission to Membership 
It was resolved: 

(a) that two applicants be admitted as associates 
under clause 5 of the supplemental Charter 
(bye-law 31); 

(b) that 137 applicants be admitted to membership 
under clauses 9 to 12 of the Scheme of Integra- 
tion referred to in clause 34 of the supplemental 


Charter. 
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. Admissions to Membership 
under the Scheme of Integration 


The Council acceded to applications from 239 members 
of the Society of Incorporated Accountants for admis- 
sion to membership of the Institute pursuant to the 
scheme of integration referred to in clause 34 of the 
supplemental Charter. All the new members have 
been notified. The. total number of members now 
admitted under the scheme is 9,585. 

The Scheme of Integration required members of the 
Society of Incorporated Accountants to apply for 
admission to membership of the Institute within six 
months after the effective date, that is to say, May 2nd, 
1958. The scheme, however, gives the Council dis- 
cretionary power to extend the time-limit either 
generally or in any particular case. The Council has 
decided to make a general extension to July 31st, 1958, 
and accordingly any application received on or before 
that date will be considered without inquiry as to why 
it was not submitted by May 2nd, 1958. 


Resignations "TE 
The Council accepted the resignations from member- 
ship of the Institute of: 
Bridger, Harold Leslie, A.C.A., Frampton, Dorset. — 
Haskal, Abraham Isaac, a.c.a., Salisbury, S. Rhodesia. 
Stone, Percy Harold, P.c.4., Edgbaston, Birmingham. 
Wenham, Reginald Arthur, M.A., A.C.A., Harrow-on-the- 


Registration of Articles 


The Secretary reported the registration of articles of 
clerkship as follows: 


1958 1957 

April 2s .. ^ Io8 64. 

January to April .. ` 804 434 
Change of Name 


The Secretary reported that the following change of 
name had been made in the Institute's records: 
Dennis Ingleby to Dennis Sinclair Ingleby. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Sir Arthur Edwin Cutforth, C.B.E., F.c.a., Ambleside, 
a member of the Council from 1923 until 1940 
and President of the Institute 1934-30. 

Mr Robert James Allan, A.C.A., Newcastle upon Tyne. 

„ Cecil Edwin Hoodleas Ashby, A.C.A., Watford. 

, Percy Frederick Barker, M.M., A.C.A., Birmingham. . 

, Edward Duncan Basden, C.B.E., M.C., M.A., F.C.A., 
London. 

» Robert Windram Burton, F.C.A., Leicester. 

„ Eric Charles Drake, A.C.A., Birmingham. 

» William Eaves, F.C.A., Manchester. 

„ Edward Henry Everson, C.B.E., A.S.A.A., Edinburgh. 

,, William Frederick James Fenwick, A.C.A., Exeter. 

„ Maurice Grose, F.C.4., London. 

» Harold Hague, pa, F.C.4., Oldham. 

, Leonard James Hodgkiss, A.C.A., Wolverhampton. 

» Jobn Hughes, A.C.A., Chester. 

; Harry Keasley, F.c.a., London. 

„ Douglas Christopher Lambert, A.C.A., Gosforth. 

„ Reginald William Lewis Lowe, A.C.A., Machynlleth. 

» Charles Frederick Palmer, F.c.a., Lancaster. 

» Harry Johnson Peart, a.c.a., B ham. 

» Alfred Pilling, ops, J.P., F.C.4., Bolton. 

” Gerald Cuthbert Galahad Roe, A.C.A., Southport. 
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Mr Lewis Rose, a.c.a., Derby. , 
» Ronald Harry Shipley, F.C.4., London. 
» Frederick John Shuttleworth, M.C., B.A., ACA, 
London. 
Sir William Lacon Threlford, M.B.E., F.C.4., London. 
Mr Charles Reginald Raymond 'l'oze, a.c.a., Guildford. 
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Mr Harry Turner, a.c.a., Burnley. - 
» Thomas Walton, a.c.a., Coulsdon. 
» Ralph Ernest Ware, M.B.E., F.C.A., Bristol. 
George Henry Watkins, A.C.A., Skegness. 
» Edward Carruthers Webb, A.c.4., Torquay. 
„» Carus Wilson, A.C.A., Ashton-under-Lyne. 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Committee of the Counctl of the Institute appointed pursuant to 
bye-law 103 of bye-laws appended by the supplemental Royal Charter of December 21st, 1948, at a 

hearing held on April 2nd, 1958. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a Fellow 
of the Institute (a) was in November 1957 at Bow Street 
Magistrates Court convicted as liquidator of a limited 
company on two charges of failing to send to the 
Registrar of Companies a statement with respect to 
the proceedings in and position of the liquidation of 
that company for each of the two periods ended 
April 6th, 1956, and October 6th, 1956, contrary to 
Section 342 of the Companies Act, 1948; (b) had been 
guilty of acts or defaults discreditable to a member of 


the Institute within the meaning of clause 21, sub- 
clause (3) of the supplemental Royal Charter, in that 
he failed to reply to two letters addressed to him by the 
Secretary of the Institute, so as to render himself 
liable to exclusion or suspension from membership of 
the Institute. The Committee found that the formal 
complaint had been proved under both headings and 
the Committee ordered that the member be repri- 
manded, but considered that there existed special 
circumstances which justified the omission of his 
name from the publication of the Finding and 
Decision. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acqutred by the Institute in recent weeks 
by purchase and gifts are the following : 


Applying Financial Controls in Foreign Operations. (Inter- 
national ent Association.) New York, 1957. 
(A.M.A., 425.) 

Banker and Customer Relationship and the Accounts of 
Personal Customers; by L. C. Mather. 1957. (Waterlow, 
from Society Library.) 

Canadian ‘Master Tax Guide. (Commerce Clearing House.) 
Thirteenth edition. Toronto. 1958. (C.C.H., 28s.) 

The Construction of Deeds and Statutes; by Sir C. E. 

. Odgers. Fourth edition. 1956. (Sweet & Maxwell, 35s.) 

Deloitte & Co: 1845-1956; (by Sir R. Kettle). 1958. 
(Deloitte, Plender, Griffiths & Co, presented.) 

The Economics of Industrial Management; by W. 
Rautenstrauch and R. Villers. Second edition. New York. 
1957. (Funk & Wagnalls, 60r.) 

Elements of Taxation; by R. G. Williams, F.C.A. Sixth 
edition. 1957. (Donnington Press, 10s 6d.) 

Gatley on Libel and Slander in a civil action . . . by 
J. Z. C. Gatley. Fourth edition by R. O'Sullivan. 1953. 
(Sweet & Maxwell, from Society Library.) 

An Introduction to Company Law; by J. A. Hornby. 1957. 
(Hutchinson, 18s.) 

Introduction to Mechanized Accounts; by A. F. Linton. 
Fourth edition. 1958. (Pitman, 16s.) 

Investment for the Ordinary Man; by M. L. Warren. 1958. 
(MacGibbon & Kee, 15s.) 

Kerr on the Law of Fraud and Mistake; by W. W. Kerr. 
Seventh edition by D. L. McDonnell and J. G. Monroe. 
1952. (Sweet & Maxwell, from Society library.) 

The Law relating to Auctioneers and Estate Agents; by 
D. Macintyre. 1957. (Sweet & Maxwell, 305.) 

Lectures on Economic Principles; by Sir D. H. Robertson. 
Two volumes. 1957, 1958. Slay e Press, 325.) 

A Manual of Time and Motion Study; by J. W. Hendry. 
Fifth edition. 1958. (Pitman, ars.) Wë 

The Merchant of Prato: Francesco di Marco Datini 

1335-1410); by Iria Origo. 1957. (Jonathan Cape, from 
iety Library, 35:5.) 

The Modern Law. of Real Property; by G. C. Cheshire. 
Eighth edition. 1958. (Butterworth, 55s.) 

Moodys Industries and Commodities Service. (Moodys 
Services.) (Loose-leaf.) From 1958. (£12 p.a.) 


Moodys Review: Security Indices and Charts. (Moodys 
Services.) (Loose-leaf.) From 1958. (£8 p.a.) 

Parish Councillors Guide; by H. W. Cauthery. Tenth 
edition. 1958. (Shaw, ros 6d.) 

inson’s Law: or the pursuit of progress; by C. N. 
Parkinson. 1958. (Murray, 12$ 6d.) 

The Principles and Practice of Income Tax in New 
Zealand; by M. K. Twomey. Second edition. Wellington. 
1955. (Accountants Publishing Co, from Society Library.) 

FEDT through Competition; by L. Erhard. 1958. 
(Thames & Hudson, 25s.) 

A Short Guide to Hire-purchase and Instalment Credit 
Selling; by C. M. Greig. Fifth edition. (1957.) (Hire 
Purchase Trade Association, 2s 6d.) 

Silke on South African Income Tax . . . ; by A. S. Silke. 
Cape Town. 1957. (Juta, from Society Library.) 

Spicer & Pegler’s Practical Book-keeping and Com- 
mercial Knowledge; by E. E. Spicer, F.c.A., and E. C. 
Pegler, F.c.a. Tenth edition by W. W. Bigg, F.c.a., 
H. A. R. J. Wilson, F.c.a., and A, E. Langton, F.c.a. 1958. 
(H.F.L., presented, 215.) 

The Standard System of SE for Ford Dealers. 
(Ford Motor Co.) (1958.) (Ford Motor Co, presented.) 

The Substance of Economics; by H. A. Silverman. Four- 
teenth edition. 1957. (Pitman, aos.) 

Urban Estste Management: Vol. I: ownership, rights and 
obligations; by W. A. Leach. Third edition. 1957. 
(Estates Gazette, 455.) 


"Whole-dollar Accounting; by Florence A. May and H. F. 


Es i Eun . New York. 1958. (Controllership Foundation, 

s 6d. 

Work Measurement and Incentives; by D. G. Lintern and 
R. J. S. Curtis. 1958. (Pitman, 25:.) 

World Tax Series; edited by W. S. Barnes: Taxation in 
Brazil; edited by H. J. Gumpel and R. G. de Sousa. 
Boston. 1957. (Little, Brown & Co, 80s.) 

World Tax Series; edited by W. S. Barnes: Taxation in 
Mexico; edited by H. J. Gumpel and H. B. Margain. 
Boston. 1957. (Little, Brown & Co, pn $ 

World Tax Series; edited by W. S. Barnes: Taxation in the 
United Kingdom; edited by W. W. Brudno and F. Bower. 
Boston. 1957. (Little, Brown & Co, $15.00.) 
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ASSOCIATION 


SEVENTY-SECOND ANNUAL GENERAL MEETING 


The seventy-second annual general meeting of The Chartered Accountants’ Benevo- 
lent Association was held on May 7th following the special general meeting of The 


ay 


Mr W. S. CARRINGTON, F.c.A., the President, said: 
‘Ladies and gentlemen, I am very grateful to you for 
having shown your interest in the Benevolent Associ- 
ation by staying behind 

for this meeting, and J 
will do my best not to 
detain you longer than 
is absolutely necessary. 
The salient feature of 
the report and accounts 
which are now before 
you for consideration, 
and I hope approval, is 
that whilst the expendi- 
b E E j ture on relief amounted 
dL yr d 3 > to £13,000, the. sub- 
MANN == scriptions -amounted 
only to £7,000. Admit- 
tedly, we had a net sur- 





| 2, Mr W. 8. Carrington 


from investments amounted to some £7,300. 


| I make" oo apology for the amount expended on. 


relief which:was some £1,600 greater than the ndi- 
ture in 1956-57, and having regard to the review of the 
grants referred to in paragraph 7 of the annual report, 
there- will: undoubtedly be a further increase in 
expenditure on relief in 1958-59, 

| Our-overriding aim is to help those in need and 
whilst..have no. compünction in using investment 
income for this 
better if the present genération of members of the 
Institute measured up; to their responsibilities by 
increasing our subscription income to:a sum at least 
equal to our expenditure on relief. OM 
, It is hardly to our credit that at the end of last year 
when the Institute-membership was around the 20,000 
"mark, only "3.200 were members. of the Benevolent 
Association, and-I do urge the. present subscribers to 


j ` xw b ‘ 4 
use their. very best endeavours ‘to’ persuade others to - 


Join the Association and. give as generously as they can 
so that we may have a big upsurge in the amount of 
our subscription income. 

As stated in paragraph 17 of the report, it has not 
been practicable so far to evolve a scheme for merging 
the Benevolent Fund. of Incorporated Accountants 
bristles with technical complexities and pitfalls abound, 
but the matter of a merger is receiving the earnest con- 
sideration of your Executive Committee and the 
Trustees of the Society's Benevolent Fund with our 
respective legal advisers, ‘and’ whilst it would be fool- 


hardy to make any promises in regard to such iff: 
such a diffi- 
n EE E Prae CTUM > 


Es ! 
‘participant in. Crossways Trust which owns and runs 


plus for the year. of | 
£1,172, but that was. 
because our income. 


purpose, I think it would. be miuck. : 


with that of the Institute. ‘The law. relating to charities - 
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| Institute of Chartered Accountants in England and Wales. Mr W. S. Carrington, 
| F.C.A., President of the Association, was in the chair. 


cult matter, I hope that in due time we shall be able to 
present the members of both funds with a satisfactory 
scheme for their merger. . 

I referred earlier to the need for assistance in 
recruiting new members and obtaining increased sub- 
scriptions. There is another practical way in which 
members of the Institute can help our work; we are 
most anxious that no deserving case should go unaided 
and I would ask that if anyone hears of a mefgber of 
the Institute or dependents of a member? of the 
Institute who are in need of assistance, will they please 


. bring the matter to the notice right away of either the 


hon. secretary of their local district society, or the hon. 
secretary of the Benevolent Association so that the 
cast may be investigated and any necessary help given 
with the least possible delay. 

An most members are aware, the Association is a 


homes for old people, particularly those who have no 
one to look after them; at the present time we are in a 
position to place two or three old people at relatively 


short notice in these homes and: inquiries on behalf of 
. suitable candidates would be welcome; they should be 


addressed to Mr Loveday at the Institute. — ` 

In conclusion, may I underline the thanks expressed 
in the réport to all those who in: divers ways have 
assisted the Association during the past year. |. 

I now move “That the report and accounts for the 
year ended’ February 28th, 1958, be received and 
adopted’, and- I williask the President of the Institute 
if he will be good enough to second that motion. 

_ (Mr Lawson seconded the resolution and it was 
carried unanimously.) ^: ` : mE 

. Mr J. C. Monrcomery WiLLIAMS, $.C.4.: Gentle- 
men, with a full realization of the fact that the examin- 
ation of the, Association's accounts must entail a great 


- 'deal of work, I beg to move "T'hat the honorary auditors 


Mr Geoffrey Bostock, r.c.4., and Mr Leonard Walter 


Bingham, F.C.A.,. be:re-elected for.the.ensuing year 


and that our grateful thanks to them for their honorary 
services during the past year be ‘recorded.’ 


^7 (Mr A Less A.C.A., seconded the resolution and it 


was carried unanimously.) . ls GU 

Tue PresIpENT: That concludes the annual meeting 
and we will pass.to the special meeting, notice of which 
was given with the report and accounts. I assume that 


, you will accept that notice as read. (Agreed.) — 


"The resolutions are, I think, self-explanatory. The 
main one. concerns the investment powers of the 
Association. After consultation with the Investmentt 
Sub-Committee, the Executive Council felt that is 
would be better if there were no restrictions on the 


investment policy of the Association, in other words, 
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that the Executive Committee should be free to invest 
in any type of stock in any country. 

We found that we were restricted in some respects. 
In particular we could not invest in American stock, 
not that I am suggesting that you should rush out and 
buy American.stock, but we feel that it would be help- 
ful if we had power to do that when advised. 

The other proposed alterations are largely of a 
tidying-up character. We find, for instance, that we 
are restricted in regard to some of the grants which we 
make. I would point out that the value of money has 
changed. Whereas one hundred guineas might have 
been regarded as a large sum to grant in days gone by, 
itis now inadequate in. regard to some of the cases 
which we have to deal with in the present day; hence 
our desire to make an alteration in the rules in that 
respect. The other alterations proposed are largely 
procedural and do not, I think, call for comment. I 
formally propose the resolution set out in the agenda. 


' (Mr Lawson seconded the resolution and it was 

carried unanimously without question or comment).. 
Tue PRESIDENT: I thank you, gentlemen, for your 

attendance and express the hope that you will ask your 
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colleagues, partners and friends to bring to the notice 
of the Executive Committee any cases in need of help. 
The last thing we want to do in this Association is to 
find that someone has been suffering for a long time 
and that that suffering could have been alleviated much 


sooner if we had had information about it. 


Mr R. P. MATTHEWS, B.COM., F.C.A.: Mr Chairman, 
ladies and gentlemen, I should like to detain you for 
one moment to propose a very hearty vote of thanks to 
Mr Carrington for his work as President of this Associ- 
ation for the past twelve months. I cannot pretend that 
I know the details of the work he has done for it except 
so far as it is referred to in the report and in what has 
been said today, but I know that if he does a job he 
does it well and I am certain that the value of the work 
which he has put into this Association has been of very 
great value not only to those who run the Association 
but also to those who benefit by it. I have therefore 
very much pleasure in proposing a hearty vote of 
thanks to him and I ask you to show your approval in 
the usual way. (Applause.) 


"The President expressed his appreciation and the 
meeting concluded. ae 
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LIVERPOOL SOCIETY  . 
OF CHARTERED ACCOUNTANTS 
EIGHTY-EIGHTH ANNUAL GENERAL MEETING 


The eighty-eighth annual general meeting of the 
Liverpool Society of Chartered Accountants was held 
at the Constitutional Club, Liverpool, last Tuesday; 
it was preceded by a luncheon attended by 76 mem- 
bers. Mr C. C. Taylor, F.C.A., President of the Society, 
was in the chair. 

According to the report of the committee for 1957, 
the Society's total membership at December 3rst, 
1957, was 656, twenty more than in the previous year. 
This figure includes ninety-four members in the 
Chester and North Wales Branch and seventy-three in 
the South Lancashire Branch. _ 

The report records another year of continued 
activity, a notable event being a residential course on 
management accounting run in conjunction with the 
Merseyside Productivity Association. 


The President’s Address 
In the course of his address, the President said: 


"The outstanding event of 1957 was of course integration. 
The operation was carried out with remarkably few hitches 
and the utmost goodwill. I am confident its results will be 
all that its sponsors, among whom Mr Bertram Nelson took 
a prominent part, intended, I shall refer later to its impact 
on this Society. 

'Some of you may have noticed a tendency for sub- 
committees to spring up and during 1957 two more were 
added, the integration and articled clerks subcommittees. 
I am happy to say that the integration subcommittee was 
disbanded early in 1958 after a short but successful career. 
The articled clerks subcommittee was formed to examine 
what changes in conditions of articled service were desirable 
in view of integration. The result of its deliberations were 
circulated to you. In my view the most important recom- 
mendation was that conditions of service must allow and 


: candidates, to become ar- 
-ticled clerks. That may 


indeed encourage those 
who prior to integration 
would have been bye-law 


involve some financial 
drawbacks for principals 
and some lowering of the 
quality of training they are 
able to give their in- 
creased number of articled 
clerks. But unless the 
Institute's qualification is 
available to all those 
who formerly would have 
become incorporated ac- 
countants, the purpose of 
integration will be 
defeated. 
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Mr C. C. Taylor 
Articled Clerks from Overseas 


‘The articled clerks subcommittee would also have been 
disbanded early this year, had it not been for the problem 
of placing articled clerks from overseas, particularly coloured 
articled clerks. This subject has been the course of exhorta- 
tion for some years. Your committee now proposes to take 
some practical steps. You will shortly be asked if you will 
undertake to make 5 per cent of your vacancies available for 
coloured articled clerks whose suitability is confirmed by 
the Colonial Office. This means that a firm with five 
partners would be asked to take one coloured articled clerk 
every five years. 

‘Perhaps the most important occasion in this Society's year 
is the meeting of its representatives and those of other 
district societies with members of the Council. This 
Society has always tried not to clutter up the agenda with 
trivialities and we have been in the past less vocal than 
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some. At the 1957 meeting, we departed somewhat from 
that position. We were glad to put forward on behalf of the 
Chester and North Wales Branch the question of changing 
conditions of articled service to which I have already 
referred; and on behalf of the South Lancashire Branch a 
suggestion for increased representation of the Institute at 
careers conventions and exhibitions. We also put forward a 
pro from our own recruitment subcommittee for a 
diploma for non-qualified audit staff. We are not unduly 
depressed because our suggestions were not accepted. In 
all three cases we can pursue the course we proposed 
within our own area and we have in fact done so or are 
doing so. You should, I think, know that the recruitment 
subcommittee’ s arrangements for courses for j junior audit 
staff in conjunction with the College of Commerce were 
favourably commended. 


Impact of Integration 

GE I would like to turn to the impact of integration on 

Society. So far we have admitted 164 out of the 415 
members of the Incorporated Accountants District Society 
of Liverpool. ‘There are of course quite a number of dually 
qualified members who were already members of this Society. 
The fact that membership of the Incorporated District 
Society was automatic may also deter some of its former 
members from paying a separate subscription to this 
society. But taking these factors into consideration, the 
result is still disappointing. 
' "We should therefore ask ourselves not only why more 
have not joined but why should they join? What have we 
to offer them? This Society has no dune if it is simply a 
good cause which ought to be supported, or if it is only a 
focal point for social activities, enjoyable though they may 
be. I believe that no member of our profession can achieve 
the best results of which he is capable solely by his own 
efforts. The function of this Society is to enable us all to 
improve our own standards and so improve the standard of 


l 
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PERSONAL 


Mr J. W. AUSTIN, F.C.A., practising under the style 
of J. W. AUSTIN & Co, ’ Chartered Accountants, at 
8 Hitchin Street, Biggleswade, Beds, announces that 
as from April 6th, 1958, he has taken into partnership 
Mr A. F. Porron, A.C.A., and Mr B. A. H. Quarry, 
A.C.A., both of whom have been associated with him 
for the past twelve years. The style of the firm remains 
unchanged. 

! Mr S. M. CALDWELL, A.C.A., announces that on 
April 6th, 1958, Mr PETER NEIL GUEST, A.C.A., Joined 
him i in partnership, and that the style of the firm will 
in future be CALDWELL & GUEST, Chartered Account- 
ants, who announce that they have taken over the 
practice of Messrs McBurnig & CONSTANTINE, Char- 
tered Accountants, with whom Mr GuzsT has been 
associated for some time. Messrs McBurniz & 
(ONSTANTINE’S offices at Caledonian Buildings, 14 
'Tithebarn Street, Liverpool, 2, have now been trans- 
ferred to 318 Tower Building, Water Street, Liverpool, 
3. Telephone: Central 5343. 

| Messrs McBurnrz & CONSTANTINE, Chartered 
Accountants, announce that as from April sth, 1958, 
Mr D. MCcBURNIE, F.C.A., has retired from the firm 
and the practice is being continued by Mr SYDNEY 
Moors CALDWELL, F.C.A., and Mr PETER NEIL GUEST, 
A.C.A., 88 stated above. 

l Messrs WALKER & WALKER, Chartered Accountants, 
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the members of the Institute in this area, technically and 
professionally. It is the responsibility of the committee 
to initiate and direct the Society's activities to that end. I 
believe they have done so with considerable success and 
that anyone who has taken part in the Society's activities 
has benefited thereby. But with more members and poten- 
tial members to cater for, activities must be expanded. I 
hope that expansion will not be left to the perennial 

horses, but that members will make their services available 
in whatever capacity they can. I hope too that those who 
are not members can be persuaded to give the Society a 
trial; I have no doubt they will find their membership 
well worth while. . 

The hon. dace Mr G. F. Elsworth, F.c.a., and 
Mr P. S. Cooper, F.C.A., were reappointed, a vote of 
thanks for their past services being proposed by Mr 
A. Green, A.C.A. 


Tribute to President : 


A vote of thanks to Mr Taylor for his services as 
President during the past year, proposed by Mr T. A. 
Macfarlane, B.A., F.C.A., the Immediate Past President, 
was received with acclamation. T'he President suitably 
replied. 
Election of Officers 

At a meeting of the committee held on the following 
day, Mr J. F. Allan, F.c.a., was elected President, and 
Mr Christopher J. Peyton, A.C.A., Vice-President. Mr 
J. M. Harvey, F.C.A., was elected hon. treasurer and 
Mr S. Morris, F.c.A., was re-elected hon. secretary. 
Mr C.C. Taylor, F.C. A., and Mr Stanley Morris, F.C.A., 
were re-elected members of the committee and Mr 


‘J. M. Harrison, T.D., B.A., F.C.A., was elected a new 


member. 


JA Notes and Notices 


of 32 Melville Street, Edinburgh, 3, announce that 
they have now removed their offices to 6 Melville 
Crescent, Edinburgh, 3. Telephone: Caledonian 5651. 

Messrs ARNOLD HILL & Co, Chartered Accountants, 
of 28 Victoria Street, London, SW1, announce that as 
from May 19th, 1958, they are removing their offices 
to Sardinia House, 52 Lincoln’s Inn Fields, Kingsway, 
London, WC2. Telephone: Chancery 8091-2. 


PROFESSIONAL NOTES 


Sir Harold Gillett, M.C., F.c.A., has been appointed 
chairman of Wiggins & Co (Hammersmith) Ltd. 

Mr Frank J. Gaston, A.C.A., has joined the board of 
Wiggins & Co (Hammersmith) Ltd. 

Mr S. Bertram Smith, F.C.A., has been appointed a 
director of The State Assurance Co Ltd. 

Mr K. R. Kemp, A.C.A., has been appointed secre- 
tary of Smith & Nephew Associated Companies. 

Mr D. N. Stewart, A.C.A., joint managing director 
of Grayson Rolls and Clover Docks, has been elected 
chairman of the Dry Dock Owners and Repairers 
Central Council for 1958—59. 

Mr Frank Welton Harper, A.C.A., has been appointed 
a director of Soengei Rampah Rubber and Coconut 
Plantations Co Ltd. 

Mr Eric M. Clayson, A.C.A., joint managing director 
of the Birmingham Mail, has been elected hon. treasurer 
for 1958-59 € of the Newspaper Society. 
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IN PARLIAMENT 
Investment ‘Trusts 


Mr Freer asked the Chancellor of the Exchequer 
under ‘what ‘circumstances the Capital Issues Com- 
mittee grants permission to investment trusts for new 
money to be raised by an issue of shares; and how far 
such consent is conditional upón investment trusts 
guaranteeing not to invest any of the money so raised 
in Canadian or United States securities. 

Mr MaunLING: Since July 1953, the Committee 
has been free to recommend consent in respect of 
applications from investment trusts, in view of the 
part which these companies play in supplying risk- 
bearing capital for industry, and of the need to en- 
courage savings. When consent is given no condition 
is imposed about the use of the money to be raised, 
and the fact that some part of the money will be 
invested: >in foreign . securities does not necessarily 
mean that the application will be refused; but in con- 
sidering whether to recommend consent, the Com- 
mittee naturally bears in mind the claims on the 
market of ‘United Kingdom industry. ` 

Hansard, May 7th, 1958. Written Answers. Col. 109. 


: AMERICAN INSTITUTE PRESIDENT 
NOMINATED UC 


Mr ous H. Penney, c.P.A., senior partner in the firm 
of L: H. Penney & Co, of San Francisco, has been 
nominated President of the American Institute of 
Certified Public Accountants for 1958-59. - 

Mr Penney, who is a graduate of the University of 
California; has been a member of the American 
Institute since 1924. and has served on the executive, 
auditing procedure and natural business year com- 
mittees of the Instituté: He is at present a member of 
the advisory board on economics.of accounting prác- 
tice, and is a former Presidént‘of the California’ SE 
of Certified Public Accountants. e ` ans 


^ £.C.G.D. BUSINESS IN 1957-58 2 


The Éxport Credits. ‚Guarantee Department's : 'provis- 
ional balance on its commercial account for the financial 
year 1957-58 was some £4,800,000, resulting in a 
provisional cumulative balance,on trading Since 1930 
of some £12,900, 000. This balance: represents the 
‘underwriting reserve! in respect of.liabilities of some 
£452 million.. It has’ now been almost, restored, to the 
position at the end of ui financial year 195 1-52 when 
it stood at £13.million;.: - - ~ 

Claims payments on comercial: account, at 
£4;675,000 (provisional) were. less than in 1956-57 


5,411 ,000). Recoveries, at £4,864,000° (provisional) 


were, however, also lower’ than in the previous year 
(15,397,000). 


: The face value of shoit-term policies current at the. 
end. of the first quarter of 1958 was £544's million, 


compared with £525-8 million a year-ago; the face 
value of medium-term policies current at the end of 
the quarter was {221-4 million, compared with {115 


million a yéar ago. Total business declared as shipped `` 


under these ‘commercial’? insurances . during the 
quarter amounted to £138:7 million.’ ` 

"The number of short-term . policies: current at the 
end of the first quarter of 1958 was 4,288 compared 


with 4,326 at the beginning of the quarter, and 4,245 ` 


at the end of the corresponding quarter last year. 


"The face value of short-term policies current at the. 
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end of the quarter was £544: 5. million, compared with 
£518°6 million. atithe beginning of the quarter, and 
£525°8 million at the end of the corresponding quarter 
last year. - 

New medium-term business to the face value of 
£36°3 million was.transacted during the quarter, com- 
pared with Zroz million in the previous quarter and 
£33 million in the EE quarter last year. 


INTERNATIONAL BUREAU OF FISCAL 
DOCUMENTATION 


The annual report for 1957 of the International Büren 
of Fiscal Documentation, an independent and non- 
profit-making organization, among whose aims are the 
study and supply of information on fiscal legislation, 
states that the number of questions submitted to the 
Bureau during the year was r1 per cent higher than in 
1956. 

The questions submitted covered such problems as 
profit sanctuaries, royalties, death duties and inter- 
national tax law. Most of the questions (19 per cent), 
concerned income tax, while problems about corpora- 
tion income tax were second in popularity with 16 per 
cent. 

"Tax advisers, gees accountants and barcisteiss 
made the most inquiries (41:5 per cent of those made); 
industrial companies were second with 18 per cent. 
The information given concerned ninety-two countries. 

The annual report gives a survey of some important 
developments in the field of taxation throughout ‘the 
world and gives details of the Bureau’s activities. ` 

Mr Douglas A. Clarke, LL.B., F.C.A., a member of the 
Council of The Institute of Chartefed Accóuntants in 
England and Wales, is the United Kingdom member 
of the Stee of Protection of the Bureau. 


OXFORD UNIVERSITY 
| APPOINTMENTS COMMITTEE - 


Thé report for 1957. of the Appointments: Committee 
of the University of Oxford states that there were 
2,794. men registrants during the year. í 

The number of vacancies notified by.. employers 
during 1957- totalled 9,033: of which. 5,983 called’ for 
men’ with ‘scientific’ qualifications. ‘The demand: for 
arts men for industry remained firm with a rise: of og 
per cent, but for commerce it declined by 10 per cent. 
Taking . these non-technical industrial and commertcial 
vacancies as a whole, the committee found that 88 per 
cent of the notifications :revealed interest: in how the 
candidate worked and what.part:he played.in college 
and university life rather than in the subject he read. 

A table giving details of the appointments obtained 
through the committee shows that of 849 permanent 
posts filled by men, 59 were in ' public service, 319 in 
education and 375.in industrial and commercial firms. 
Of the -849 permanent posts obtained,- 599 -were filled’ 
by men.taking their. first job op" completing their. 
studies or on completing national service. Of this 
latter group, 59 posts were in finance (including 


“accountancy, actuarial’ and cost control). 


The report of the Womers./Secrétary states that 
the number of registrations carried: forward from the 
previous year totalled 219: registrations revived during 
the year numbered 145, and there were 218 new regis- . 


` trations. The number ‘of posts filled was almost’ 


exactly the.same as in 1956 at 193, of which 62 were. 
edücational and’ 35 “governmental, : 
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| LONDON AND DISTRICT ‘SOCIETY OF: 
S CHARTERED AGCOUNTANTS l 


The annual general meeting of the London and Dis- 
trict Society of Chartered Accountants will be held on 
Thursday next, May 22nd, at 6 p. m’ in the Hall of the 
Chartered Insurance: Institute, 20 Aldermanbury, 
London, EC2. 

E ollowing the annual meeting, igi will be a 
reception in the restaurant of Barrington House, 
Aldermanbury, EC2, when refreshments will be served 
from 6.30 to 7.30 p.m. The reception ‘will provide an 
opportunity for members. of the Society to meet 
London members of the Council, members of the 
committee of the Society and officials of the Institute. 
| Applications to attend the reception — for which the 
cost is 6s — should be made to the hon. secretary of the 
Society, Mr J. W. G. Cocke, T.D., M.A., A.C.A., at Bank 
hambers, 232-238 Bishopsgate, London, EC2. . 


HULL, EAST YORKS AND LINCOLNSHIRE 


Ls . CHARTERED ACCOUNTANTS 


At the recent thirty-first annual meeting of The Hull, 
East Yorkshire and Lincolnshire Society of Chartered 
Accountants, the following officers ang committee were 
elected for 1958—59: T" 


| President: Mr D. C. S. Downs, F F.C.A. 
Sertor Vice-President: Mr K. P. Helm, £ js 
Junior Vice-President: Mr R. H. R. Minn wea 
_ Honorary Treasurer: Mx H. G. Sergeant, AGA. : . 
Joint Honorary Secretaries: Mr N. Townend, r.c.a. 
|- . (General), Carlisle Chambers, Goole; Mr J. Reynolds, 
F.C.A, (Taxation and Research). 
Honorary Librarian: Mr G. M. Mowforth, A.C.A. 


"Honorary ‘Auditors: Mr T. G: Burton, F.c.a;; and Mr: 


' W. R. Holden, F.c.a. 

| Commiitee: Messrs C. M. Strachan, F.C.A. - (leabar of 

j the Council of The Institute E Chartered Accountants 

in England and Wales) F. S. Mowforth, F.C.A., 

| N. B. Hart, F.C.&,, and G. B. Robins, F.c.A. (Past 

| — Presidents), Messrs W. B. Hall, F.c.A, J. Geoffrey 

| Hanwell, F.c.a., G. W. Knight, AA, T. W. Mackrili, 

| ECA, A. S. F. Oliver, .X.C.4., R. G. Slack, E.C.A., 

| - A. N. Townsley, aca: H. C. Shaw, A.C.A, N.. R. 
: Cowling, A.C.A., J. Palmer, A.C:A., J- Hankinson, F.C.A., 

| E, C. Mallet, r.c, C. H. Pollard, Sea, H. S. 

| n, A.C.A., J, E. Warring, A.C.A., Miss P. E. M. 

| 

| 

| 

! 


erat F.C.A., Messrs. A, Macdonald, F.c.a., A. A.’ 


F.c.A., and M. C. Bain, F.C.4. (representing 
Grimsby and North Lincolnshire Branch), J. Camamile, 
F.C.A. (representing the Lincoln and South Lincoln- 
shire Group), and C. G. Heselton, F.c.a. Er 
the Scarborough and District Group). ` 


| CHARTERED ACCOUNTANTS?’ GOLFING 
SOCIETY ` ` 

ithe fifty-ninth annual meeting of the Chartered 

4ccountants’. Golfing Society was held: at The Grand 

Atlantic Hotel, Weston-super-Mare, .on Saturday, 

| 2 
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| May 3rd, forty members being present. The retiring 


President, Mr J. B. Pittman, was- re-elected and 
Messrs L. R. Elcombe, D. V. House, -L. E. Parsons 
and R. J. Pigott were re-elected vice-presidents. 

Mr D. V. House was re-elected hon. secretary and 
treagurer . and. also captain to ‘succeed the retiring 
captain. Mr C. I, Steen. Mr H. W. Pitt was elected 
vice-captain and Mr C. I. Steen, match secretary. 
Mr C. G. Midgley was re-elected to the committee 
and Mr J]..S. Hyland was reappointed. honorary 
'auditor, 

Competitions were played at Burnham and Bec 
Golf Club on May 3rd and 4th in delightful surround- 
ings and glorious weather. d l 

Leading scores were as follows: 


: MEDAL COMPETITION 


i. ]. T, Isherwood ii —471I 
. Wins Captain's Prize and Ernest Cooper Challenge Cup: 


R. Davies E 93— 18-74 
Win second prize on. ‘best score over last-9 holes. ` 
S. P. Bouverie T x 92— 18 —74, 
2-5 H. J. Finden-Crofts `. jr "ee 9r m- 74 
P, Wand | te Ss e 835 = 4 
Wins Scratch Prize & 
6. S. W. Penwill pae 
7. P.V. Roberts. Sé 94. —16—78 
8. W.B. Henderson ... > zs 85— 6-79 
9. ;D. V. House ... .... so 98-—18-8o 
10. CH Young... KART Ws a. Sen 84— 3:581, 
A. W. Coleman ede. dubie Fig E 96 —14.—82a 
11.4 R. A. Daniel ., - 400. — 92—10-82 
E. H. Head .. SE -` 96— 14-82 
Th Green z ` 94—1II-—83 
14.4 E. K. Govett as 90— 7-83 
{ J. E; Talbot .  Ior— 18583. 
: SATURDAY Foursomns. .. D Së 
C. Hi Young and K. Mustard ea: 3I- points- «5 
, in First Prize on better score over last 9 holes 
T^" H. G. J. Foulger and D. W. Gibson , 31 points 
Win Second Prize. — i 
^4 JE. K..Govett and H. E. Harden .. ..- 29 points 
3-5 J. T. Isherwood and D. V. House .. 2529 » 
s. C. M. Daniel arid W. O: Newcomb . 28 am "` 
H. J. Finden-Crofts. and ss. "ES 
6. . . W.B. Henderson. "239 un 
S. W. Penwill.and T. E. Breakell uno 3-3 ji 
J. C. Powell and H. W. Pitt .. Es 27] ii 
SUNDAY FOURSOMES 
I. H D. Green and D. W. Gibson ~.. igtirk- 36% 
- Win First Prize. ' 
2. E. K. Govett and S. P. Bouverie 21 108-314 
' — Win Second Prize. 
3. F. Green and R. A Daniel 22+ 9% —31&k 
4. H. G. J. Foulger and . 
. R. Tomkinson 21+ 9% —3 
C. M. Daniel and P. Wand’ .. 214 64& —27 
5*1 D. L. Thomas and J. E. Talbot .. r4=13 =27 Å 
7. T. E. Breakell and E. G. Head IO+11 te 27] 
8. W. O. Newcomb and C. I. Steen .. 19+ 84=274 
9. A. W. Coleman and E. H. Wingfield 14+13 & —27 A 
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db MANCHESTER CHARTERED . 
" ACCOUNTANTS’. STUDENTS’ SOCIETY 
The report of the committee of the Manchester 
Chartered Accountants’ Students’ Society presented 
at the annual meeting on April 23rd, records a total 
membership at December 31st, 1957, of 1,033, a total 
that comprises 304 honorary m rs and 729 ordinary 
members. These figures do not include any former 
student members of The Society of Incorporated 
Accountants. 

During the year, a comprehensive programme of 
lectures was arranged and the joint residential courses 
held by the tuition and education committees of the 
Manchester and Liverpool Societies again took place 
at Burton Manor, near Chester. 

Rugby football, cricket and golf fixtures were among 
the sporting events held; social functions included a 
successful annual dinner and two President’s tea 
parties for articled clerks. 

The Bolton Branch of the Society also arranged an 
interesting programme of lectures during the year. 

The following have been elected. officers of the 
Society for 1958—59: 

President: Mr F. C. Hoyle, B.A., F.C.A. 

Vice-President: Mr A. T. Eaves, M.M., F.C.A. 

Chairman of Committee: Mr T. W. E. Booth, r.c.A. 

Hon. Secretary and Treasurer: Mr C. W. R. E s 

A.C.A., 46 Fountain Street, Manchester, 2. 

Hon. Librarian: Mr A. Rothburn, F.C.A. 


FELLOWSHIP FOR ARTICLED CLERK 
A King George VI Fellowship has been awarded to 
Mr J. F. Flower, to study at Columbia University in 
the session 1958—59. Mr Flower is articled with Messrs 
Evans Smith, Boothroyd & Co, Chartered Account- 
ants, of London, and is also in his final year at the 
London School of Economics, where he | is studying 
for the B.Sc.{Econ.) degree. 


SOUTHEND-ON-SEA 
CHARTERED ACCOUNTANTS’ GROUP. 
A bi-monthly dinner meeting of the Southend-on- 
Sea Chartered Accountants’ Group, attended by over 
twenty-three members, took place at The Imperial 
Hotel, Westcliff-on-Sea, on May tst. 

The chairman of the Group, Mr Rickard E. Barnett, 
F.C.A., presided, and after he had welcomed two new 
members, Mr John Kennedy Melling, a.c.a., the hon. 
press officer of the Group, reported on the recent 
meeting, attended by him on behalf of the Group, at 
which plans for all groups, branches and discussion 
groups in the area of the London and District Society 
of Chartered Accountants were disussed. 

The guest speaker, Mr V. P. Gook (formerly one of 
H.M. Senior Inspectors of Taxes), then gave an 
illuminating and amusing address on back duty. He 
mentioned several helpful pointers in this branch 
of tax work, particularly the need for taxpayers to 
make a full disclosure when faced with an investiga- 
tion, for accountants to rely on facts rather than just 
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the figures, and for the pressing need to analyse the 
penalties that the Inland Revenue seek to levy on 
taxpayers whose undisclosed income first gives rise 


to these difficult investigations. 


THE ROYAL MINT IN 1957 

'The total number of coins struck at the Royal Mint in 
1957 Was 507,702, 859, about eight million more than 
in 1956. It was the third time in four years that the 
output had exceeded 500 million coins. Fifty-nine per 
cent of these coins, whose total weight was 2,900 tons, 
were for the United Kingdom, and the remainder was 
divided equally between countries inside and countries 
outside the Commonwealth. : 

The United Kingdom coins produced included 

2,072,000s0vereigns, 34,200,563 half-crowns, 33,071,282 
florins, 60,734,205 shillings, and 105, 564,290 sixpences. 
The sovereigns were not issued but were retained in 
the gold reserves, from which many are sold overseas 
when demands arise. 

The demand for halfpennies was heavy and per- 
sistent throughout the year, and the number struck 
was nearly twice that for 1956. Once again no pennies 
were struck, and for the first time since 1889 no 
farthings were manufactured. There has been no 
demand for the latter denomination since early in 1956. 

Coins numbering 207,999,669 were made in fifty 
different denominations for the following countries 
overseas: British Caribbean Territories, British East 
Africa, British Honduras, British West Africa, Burma, 
Ceylon, Cyprus, Fiji, Hong Kong, Iceland, Iraq, 
Jamaica, Jersey, Malaya and British Borneo, Mauritius, 
New Zealand and Rhodesia and Nyasaland. Coinages 
for non-Commonwealth countries included 68 million 
coins for Burma, 5 million for Iceland, and 31 million 
for Iraq. 


THE INSTITUTE OF BOOK-KEEPERS 
The forty-second annual general meeting of The 
Institute of Book-keepers was held in London, on 
May 9th. Mr Ernest K. Gross, F.C.W.A., F.B.I., Chair- 
man of the Council, presided. 

The report of the Council presented at ilie meeting 
records a membership of 1,530 at December 418t, 
1957, an increase of 67 on the previous year's figure. 
In his address moving the adoption of the annual 
report and accounts, Mr Gross, referring to the low 
percentage of passes in the Institute" 8 examinations, 
said that the chief reason for this 'very sad state of 
affairs’ was an inadequate basic education together 
with an unexpected difficulty when changing study 
from academic to professional subjects. He considered 
that the necessary efforts required to assimilate a 
knowledge of professional subjects were much more 
exacting than the candidate expected. 

The Chairman also referred to the recent formation 
of a Yorkshire District Society of the Institute centred 
upon Leeds, bringing the number of district societies 
up to ten. 
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Stamping Oral Settlements 


NE of the fundamental principles of stamp duty law is 
that the Stamp Act taxes documents and not transactions. 
The principle was never better enunciated than by Lorp 
ESHER in 1889 in his robust judgment in CIR v. Angus & Co 


Ltd (23 Q.B.D. 579), but it has frequently been judicially 


acknowledged since then. However, the principle seems to have 
received something of a blow in the decision of the Court of 
Appeal in Grey and Another v. CIR (The Times, May 16th, 
1958). The Court, by a majority of two to one, has allowed the 
Inland Revenue appeal against the decision of Urjoun, J., which 
was the subject of a leading article in our issue of December 7th, 
1957. 

The facts are as follows. A settlor had made settlements in 1949 
on each of his five grandchildren. In 1950 he made a sixth settle- 
ment. On February 1st, 1955, he transferred 18,000 shares, which 
he owned beneficially, to the gentlemen who were the trustees of 
the six settlements, to hold as his nominees. On February .18th, 
1955, he orally directed these nominees to hold the 18,000 shares 
on the trusts of the six settlements; 3,000 for each settlement. 

On March 25th, 1955, the settlor and the nominees executed six 
declarations of trust in relation to the six parcels of shares, each 
reciting the oral direction the fact that the nominees had accepted 


the trusts referred to in it, and that the settlor was executing the | 


deed.not as a party but as testifying to the fact that he had given 
the oral direction. The Inland Revenue claimed ad valorem stamp 
duty on the value of the shares, on the ground that the written 
declarations constituted voluntary dispositions. 

The main ground of the claim was that the oral direction was 
in each case a 'disposition' of the settlor's equitable interest in 
the shares, and that Section 53 (1) (c) of the Law of Property Act, 
1925, required such a disposition to be in writing 

‘signed by the person disposing of the same, or by his agent there- 

unto lawfully authorized in writing or by will’. 

The taxpayers argued that the settlor was not purporting to 
dispose of his subsisting equitable interest, he was merely creating 
entirely new trusts in it. Moreover, an oral direction to existing 
trustees was the same as an oral declaration of trust, and this had 
always been regarded as immune from Section 53 (1) (c) as also 
from its predecessor, Section 9 of the Statute of Frauds, 1677, 
a read as follows: 

. all grants and assignments of any trust or confidence shall 


ese be in writing, signed by the party granting the same, or 
by-such last will or devise, or else del . be utterly void and of 
none effect’. 


618 


Both Upyjoun, J., and EversHep, M.R., ac- 
cepted the taxpayers’ arguments. But Morris and 
Ormerop, L.JJ., held that the oral direction was 
a purported disposition within the meaning of 
Section 53 (1) (c), and was therefore of no effect. 
It would seem from this that an oral declaration 
of trust is equally caught by Section 53 (1) (c), 
and that that section effected a change of the law 
over thirty years ago which has not been ap- 
preciated until now. There must be many cases 
of oral declaration of trust which have been 
treated for years as valid. 

Of course, the ineffectiveness of the oral 
direction would not by itself make the sub- 
sequent documents voluntary dispositions. ‘Those 
documents were executed on the footing that the 
oral direction was effective; they did not them- 
selves purport to effect a disposition. The tax- 
payers conceded, for obvious reasons, that 1f the 
oral direction did not transfer the settlor's 
interest then the documents did, and must be 


Finance 

HE committee stage of the Finance Bill 

was begun in the House of Commons on 

Monday and continued during the week, 

when several attempts to amend the purchase 

tax provisions were defeated. We return this week 

to our examination of the individual clauses of 

the Bill, which was interrupted last week in order 
to review the debate on the Second Reading. 


Clause 16: ‘Dividend Stripping’ . . 

In the second article in this series we began 
discussion of clause 16, the rubric to which is 
"Purchase of shares by financial concerns and 
persons exempted from tax'. Clause 16 contains 
a threefold extension of Section 4 of the Finance 
(No. 2) Act, 1955, which is aimed against 
‘dividend stripping’ by persons who either deal 
in investments or are exempt. 

The first extension, which is contained in 
clause 16 (2) we have already described. Some 
more light was thrown on it by the Financial 
Secretary to the Treasury on the second reading. 
Section 4 does not apply unless 10 per cent or 
more of the shares of the company to be stripped 
are acquired by the stripper, or by two or more 
of them ‘acting in concert’. A person not within 
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stamped accordingly. Of course, such a con- 
cession. cannot retrospectively change the nature 
of the documents. Nevertheless, it was held that 
they did pass the beneficial ownership, although 
by their terms they did no such thing. 

In the High Court the Inland Revenue had 
argued that independently of Section 53 (1) (c), 
the documents were stampable in that they and 
the oral direction together constituted a single 
transaction, in the same way as in Cohen and 
Moore v. CIR. (x2 ATC 73). UPJOHN, J., 
pointed out that the case stated contained no 
finding of fact by the Inland Revenue about it 
and he doubted whether in its absence he himself 
could draw the inference. Even if he could, he 
would not do so in the present case. It was at 
least possible that the bringing into existence of 
the written declarations was an afterthought. 
The Inland Revenue abandoned this point in the 
Court of Appeal, but it does not follow that the 
point would have failed there. 


Section 4 might acquire 1o per cent or more of the 
shares in the company to be stripped and then 
peddle them to a number of financial concerns, 
each taking less than ro per cent. It might be 
difficult to prove that the sub-purchasers were 
acting in concert. One might also add that, the 
Act, having set 10 per cent as the minimum, was 
never intended to apply to such a case. However. 
clause 16 (2) now extends Section 4 to trans- 
actions ‘comprised in any arrangements made by 
any person’. That the word ‘arrangement’ can 
have a very wide meaning indeed is emphasizec 
by the decision in the stamp duty case of CLLR 
v. Escoigne Properties Lid (35 ATC 438 
affirmed in the House of Lords). | 


Clause 16 (3): Intermediate Companies 
Another prerequisite of the operation of Sectior 
4, apart from the ro per cent rule, is tha! 
the dividend on the acquired shares shall have 
been paid out of earlier profits. This necessitate: 
arbitrary rules for determining out of whz 
profits a particular dividend is paid, and these 
rules are set out in tbe Third Schedule to the 
Finance (No. 2) Act, 1955. 

Paragraph 5 of that schedule lays down, as part 
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‘of those rules, the rules for determining the in- 
come of the dividend-paying company for a par- 
ticular period. Sub-paragraph (3) provides for 
three kinds of deductions: losses, capital allow- 
ances, and retainable charges. Clause 16 (3) now 
provides for a fourth deduction, namely, the 
grossed-up amounts of certain dividends received 
by the dividend-paying company which have 
themselves been paid out of accumulated profits. 
The new deduction applies only to a company 
which i is not a finance house or otherwise engaged 
in share dealing, and which therefore will not be 
deducting any loss on the shares. Moreoever it 
E only to a company which, if it had been a 

finance house, would have had to pay tax on the 
n dividend, 1.e. to a company which is otherwise 
within the ambit of Section 4. 

This new provision seems to be ined at the 
device of setting up an intermediate company to 
take the accumulated profits dividend. Thus if 
a finance house had aa a subsidiary a pure 
linvestment company, it could arrange for that 
investment company to acquire IO per cent or 
more of the shares of the company to be stripped, 
to take a large dividend out of accumulated 
profits from that company, and to pass on the 
proceeds in the form of a dividend to the finance 
house. The latter dividend would not, technically, 
be received by the finance house out of profits 
earned before the acquisition of the shares and 
would thus escape Section 4. Clause 16 (3) of 
the Bill closes this gap. 
| The third modification of the Third Schedule 
to the 1955 Act is consequential on the second 
modification described above. Paragraph 4 of the 
Third Schedule to the 1955 Act logically follows 
paragraph 5. It deals with the determination of 
the profits of a company “arising in’ a certain 
period and available for dividend, and it starts 
with the profit 'for' the period as determined 
under paragraph 5, and provides for deductions 
for income tax and profits tax, borne by the com- 
pany, which, of course, limit the amount in fact 
available for dividend. Since clause 16 (3) of the 
new Bill provides for the deduction of a gross 
dividend in arriving at the profit for the period 
under paragraph 5, clause 16 (4) directs that the 
deduction for income tax under paragraph 4 is 
to i ignore the tax deducted from that dividend. 
Otherwise there would, of course, be a. double 
deduction of the same tax. 
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Clause 16 (5): No Retrospection 


Clause 16 (5) represents the CHANCELLOR's after- 


thoughts in view of the strong opposition to 
retrospection. It directs that where a person has 
acquired shares before April 16th, 1958 (the day 
after Budget day), nothing in clause 16 (2) 
(expanding the phrase ‘acting in concert’) shall 
bring within Section 4 of the 1955 Act any divi- 
dend on those shares. It also directs that clause 
16 (3) shall have effect, in relation to any dividends 
on shares acquired by a person before April 16th, 
1959, as if the new requirement for deducting 
dividends originating from accumulated profits did 
not apply to dividends on shares acquired by the 
dividend-paying EES before April 16th, 19 58. 


Clause 17: Dividend Stripping through 
Loss Companies 
Section 4 of the Finance (No. 2) Act, 1955, deals 
with dividend stripping which has been carried 
out with the co-operation. of charities or of invest- 
ment-dealing companies. Clause 17 deals with 
dividend stripping which has been carried out 


with the co-operation, or through the medium, of 


loss companies. In every case the problem which 
has driven taxpayers to resort to the device is 
basically the same. Usually there is a private 
company with a large fund of accumulated profits 
represented by liquid assets. If the shareholders, 


-as private individuals, themselves take out the 


profits in the form of dividends, then, a very heavy 
charge to surtax will be incurred. One obvious 
way out is to sell the shares to an exempt person 
who not only pays no surtax but can recover the 
standard rate tax which has already been paid. 
A slightly less obvious way is to sell the shares 
to an investment-dealing company which can 
resell them ex-dividend at a loss and set off the 


loss either against its own taxable profits or by 


claiming a set-off against the dividends under 
Section 341. In either case, the original share- 
holders get the benefit of the accumulated profits 
but in the form of cash proceeds for their shares, 
which is not taxable. Section 4 of the 1955 Act 
makes it difficult for those shareholders to find a 
buyer, because it imposes tax on the charity or 
the investment-dealing company, and thus makes 
the deal unattractive. . 

A third way, not struck at in the 1955 Act, is 
to sell the shares to a trading company which has 


_ already incurred a trading loss unconnected with 
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the share transaction..It can then recover the 
tax, deducted from the dividends, by ‘set-off 
under Section 341 of the Income Tax Act, 1952. 
The scope of this relief was extended to two years 
by Section 15 (3) of.the Finance Act, 1953. The 
loss need not have:arisen from share dealing; it 
could be ay E losś. 


. ‘Genuine’ Losses: Kxaniple- 

An example was given to the House of Commons 

by the Financial Secretary, as follows: 
‘Company B.,. with losses, acquires, say, 
"the whole of the ordinary shares of company A. 
which has approximately £60,000 worth of liquid 
. taxed reserves. E A. then pays out the 
reserves to company B. by way of dividend, and 
the tax law treats that as gross dividend of about 
£100,000 from which £40,000 tax has been 
deducted. Company B., having made a loss of over 
. £100,000 can claim repayment of tax amounting 
to the £40,000 which is deemed to have been 

] „deducted. 

7^ The House will see that these are not ordinary 
commercial transactions. This is a serious matter 
for the: Exchequer. The Income Tax code. is 
. generóus in its treatment of trading losses, but it 
‘assumes genuine losses to be set off against 
genuine income. Here, the income, as I hope I 


` Auditing the 
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- have made clear, ig: artificially: contrived. to milk 
the Exchequer.” . -` 

Of course, if the accümiubited profits of 
company A. had been paid. out to individual 
shareholders of that company, who had only just 
acquired the shares, then they could not resist 
Surtax assessments made upon them in respect of 
the dividend, however much they might say that 
it was not ‘genuine income’ but part of the 
capital expended in acquiring the shares. How- 
ever, whatever the real equities of the matter, 
clause 17 (1) provides for the accumulated profits 
dividend to be disregarded for the purpose of 
the loss relief claim under Section 341; Le, tax 
deemed. to be deducted from that dividend i is not 
to be repaid. 

Clause 17 (1) directs that where the. loss 
company does not deal in investments and its 
income includes a dividend which under Section 
4 of the 1955 Act. would. be brought in as a 
trading réceipt if it did deal in investments, then 
the dividend is to be ignored for the purpose of 
the loss claim. Clause 17 (2) deals with cases where 
the shares were acquired before April 16th, 1958. 


(To be continued.) 


Management 


by BORJE FORSSTROM, C.G.R. 
Immediate Past President, KHT-Yhdistys - Föreningen C.G.R. (Finland) 


The concept outlined in this article, while rather alien to British professional 
enone: is undoubtedly of interest in relation to the future development and work 
of the practising side of the profession. 


INLAND was for 800 years part of Sweden. 
From 1809 to 1917 it was a grand duchy 
urider the Russian tsar and we have just 
celebrated the fortieth anniversary of our libera- 
tion. The old Swedish customs are therefore ours 
also and: our law is founded on the Swedish law. 
Professor Oskar Sillén, Stockholm, says! that 
in 1652, the auditors (adsistenter) of a Swedish 
tar company having audited the books and 
accounts of the company not only expressed 
their opinion on the books but they also, on 
behalf of the owners, relieved the managers of 
responsibility for the period. in question. Later 
on, the auditors themselves did not relieve the 
managers of responsibility, they only. made a 
motivated - proposal to this effect. It "was also 


1 Om férvalining frévision i i svenska aktiebolag, Se 
Stockholm, 1952, 32' pages. i 


possible to appoint auditors to audit the books 
and other, so-called ‘economic’ auditors, to 
audit the general management of the business. 
It was therefore quite natural that this old 
custom should be incorporated in the Swedish 
Companies Act of 1895, and also in the Finnish 
Act of the same year and that it should be retained 
in the new Swedish Companies Act of 1944. 
Today the duty of auditors in Finland (and in 
Sweden) is to audit the books and the manage- 
ment. The closing of the books may not be 
authorized by the shareholders, the dividend 
may not be paid and the managers may not be 
rélieved of their responsibility until after" the 
written report of the auditors on these matters 
has been read at the ordinary shareholders" 
meeting: There must be at least two auditors; 
but the same duty devolves -on each. . : 
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‘Relieving Management of Responsibility 


Relieving management of responsibility means 
hat no matter which is properly presented to the 
, shareholders at the annual meeting in the closing 
| statements, or in a separate report or otherwise, 
lcan be later taken up by, say, another share- 
, holders’ meeting with a new group of shareholders 
in order to get damages caused by alleged badwill 
‘or neglect on the part of the management re- 
funded. 

On the other hand should there, in fact, be 
anything which a group of shareholders (at least 
IO per cent) think is wrong and who may feel 
that restitution is due to the company, legal 
proceedings must be started within six months 

after the meeting; otherwise the board is relieved 


| of responsibility of any matters which may have - 


been the subject of criticism or. objection. 

, When auditing the books and analysing the 
‘profit and loss statement and the balance sheet, 
‘the auditors have to keep in mind the articles 
and the stated purpose of the company. Thus any 
‘extraordinary items have to be shown as such, 
separately. 

^A Many people consider that the DEE 
themselves should be able to draw sufficient 
, conclusions from the final accounts as to. the way 
in which the company has been managed; and 
when necessary themselves decide if special 
investigations are to be made, in the event of 
'the management having acted contrary to the 
‘law or obtained personal and unlawful benefits 
‘or carelessly caused extraordinary losses to the 
company. Such losses might, in many cases, be 
refunded to the company by the managers, and 
consideration of the necessity of choosing more 
prudent directors may arise. On the other hand, 
losses can arise — however careful the manage- 
ment is— but evidence as to how the loss has 
occurred should not be BEES by the manage- 


ment alone. 


| Auditors' Twofold Duty 

The duty of the auditors to' express an opinion 
not only on the books and accounts of the 
company but also on the management therefore 
has a twofold function, in that reputable and 
honest management gets support from the 
auditors should the result of the year's working 
‘be unfavourable, and’ shareholders who might 
have difficulty in reading and. understanding 
‘the statements presented at the general meeting, 
can rely upon their chosen auditors’ ability to 
‘discover. any weak points of material d 
lor damage caused by negligence or malice.. 


| 
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There is, in practice, a difference of opinion 
as to how far the auditors’ duty extends. For 
instance, should a report be made when appar- 
ently too few economies have been practised? 
or when ordinary business transactions have 
resulted in losses? or when subsidiaries are formed 
in places where the purchasing power of the 
customers does not allow for any profits to be 
made? and so. on. 

The auditors have the right and the duty to 


bring to the notice of the shareholders any matter 


which they consider should be brought to notice. 
It would, however, be very dangerous for them to 
mention a trifling matter or something which is not 
sufficiently supported by documentary evidence 
because if this should happen, the auditors 
might be sued by the directors for libel. And this 
has happened. 

The duties of the auditors as to the audit of 
management was discussed at the Seventh 
Northern Countries’ Accountants’ Congress in 
Helsingfors in 1954. The writer of the principal 
paper, Mr E. Usva, of Finland, has since pub- 
lished a more complete study on the subject.* 
Mr Lauri, Cederberg? has pioneered the field in 
Finland from the legal point of view and what he 
wrote is still accepted by the accounting pro- 
fession. Otherwise there has been very little 
written on this subject. ` 

It is difficult enough to make up a detailed 
programme for carrying out a normal audit of 
the books and accounts: it is still more difficult 


.to work out standards for auditing the manage- 
ment. To be able to form an opinion on the 


management the auditors have to: 


. (x) analyse the results of the company; 

(2) view the systems for safeguarding the 
assets, e.g. the adequacy of fire insurance 
policies etc. 

(3) read the minutes of shareholders’ and 
board meetings; 

(4) study contracts with third parties; l 

— (5) weigh carefully- the information given by 
the board to the shareholders, 1.e. the report 
of the board. of directors. 


The Auditors' Report 


In Finland, the auditors not only express their 
opinion on the accounts, i.e. the short form report 
which is written in the statutory bound book 
for the closing statements, but in addition they 
present to. the shareholders’ meeting a fuller 


1E. Usva: Lüheyrityksen hallinnon tarkastuksesta, Keuruu, 


1957. 
1 Lauri Cederberg: Tilintarkastuksesta, Suomen aah 


tiolain mukaan, Turku, 1938. 


622 


report (again this is not the long form report 
which is sometimes prepared by auditors as a 
statement of work done by them and an analysis 
of. the figures in the closing statements.) In this 
report they state their reasons, if any, why the 
board of directors should not be freed from the 
responsibility for carrying out their duties. It is 
also possible merely to remark in certain points — 
e.g. a loose organization, lack of internal control 
in vital sections, too generous lending or extension 
of credit likely to result in losses ~ and conclude 
without expressing any opinion. In offering such 
criticism the auditors are acting as ‘trustees’ for 
the shareholders and, in my opinion, only for 
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them. It is impossible to think that the interests 
of third parties should be guarded by the auditors, 
in this particular respect. 

When, in practice, damages occur which 
exceptionally reduce the. prosperity of the. 
company the problem is thoroughly investigated 
and discussed at board level, and it is from these 
investigations that the auditors usually obtain 
the material which, together with their own 
investigations, allow them to express an opinion 
on the management of the company. It is, of 
course, really unnecessary to point out that the 
happenings must be weighed against circum- 
stances prevailing at the time when they occurred. 


- Approach to Computer isdem 


by G. CUSHING 
Electronics Group, The National Cash Register Co Ltd 


HE computer is the heart of the wider work of 

data processing systems. Since data processing 

is a new term we must have a proper concept 
so that we may talk the same language. Although 
data processing may be a new term, it is a very old 
practice, for. in 600 B.C., we know that the Romans 
entered transactions in an Adversaria (a notebook or 
book of memoirs) and they were transferred into a 
Codex Accepti et Expensi, which was after the style of 
a ledger. 

But a date more generally known is that of 1494, 
when the first printed reference to the double- 
entry book-keeping system is to be found in the work 
of Luca Pacioli. This first printed reference is found 
in a work written by Pacioli who produced in Venice 


a book entitled Summa de Aritmetica, Geometria, 


Proportion: (everything about arithmetic, geometry 
and proportion). In section nine of this book, two 
chapters deal with particulars of accounting and 
recording. Pacioli i ies the.use of three books 
called respectively The Memorial, The Journal and 
The Quaderno (ledger). All transactions as they occur 
are entered in the Memorial, a kind of waste book. 
These entries are then transferred to the gourrial and 
there put in proper form for posting to the ledger. 
All this is data processing. It is not, however, a wide 
enough view for our purpose. 

In 1919, the Haldane Committee, investigating the 
work of the Civil Service, explained their work as 
_ ‘the duty of investigation and thought preliminary 

to action backed by the organized acquisition of facts 
There is a big distinction between the function of 


The second in a series of three lectures on the study and 
application of - electronic computers arranged. by the 
Accountant Liaison Service of The National Cash Register 
Co. Ltd. The first lecture — "Survey for computers' — 
appeared in the issue of May ard. 


accounting, though indispensable, 


receiving and issuing money, and the function of 
reasoning out about the receipt and expenditure of it. 
The first is an accounts function — to record incidence 
of expenditure - to watch its regularity; the second is 
a finance function — to authorize the substance of 
expenditure. Indeed, that veteran member of both 
the English and the American Institutes, Mr George 
O. May, states that the purely recording functions of 
concern only 
technicians who are concerned with a process of 
record-keeping and communication. 


Processing Information 


Data processing then is the stuff of commerce — the 
pepe work necessary to the production and distri- 
ution of goods and services; it is the manipulation 
of information in creating records or, to go back to 
the words of the Haldane Committee, the organized 
acquisition of facts and information. . 
- We must realize that clerks do not produce data. 
To take a simple instance, a time clerk cannot produce 
overtime. The authorization of overtime would be the 
responsibility of a manager in a production capacity 
and the worker would record the fact on some type 
of document or device. The time clerk's job is:to 
translate that record into a form acceptable to which- 
ever system is used for the payroll. The system would 
have to deal with the information and to process it in 
order to provide at least two reports; one to the 
worker showing what extra remuneration he is paid 
for overtime; the other to the management showing 
the extent and effect of the overtime worked. The 
clerk, therefore, in this capacity is a record keeper and 
merely acts in a postal capacity receiving and trans- 
mitting information. Management does not manufac: 
ture and sell data -it needs data for the efficient 
running of business. 
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Integrated Data Processing 


This new term of data processing has started to 
gather adjectives. The first is integrated data process- 
ing. This can be related to present-day accounting 
pe pp when we consider that the machine, when 
on purchase ledger work, will draw the cheque, 
write out a payments cash sheet, enter on a remittance 
advice, post the purchase ledger and produce a proof 
sheet in one operation, providing at the same time 
mechanical line-by-line proof of accuracy. 
' The use of book-keeping machines saves time, 
clerical labour and eliminates the work of duplicating 
entries on to various related records. It also enables 
accurate and up-to-date information to be available 
whenever required so that a close and efficient control 
may be maintained. Integrated data processing, then, 
brings the element of economy into the work under 
review, and it may be defined as information received 
or prepared in an office in such a form that it is able 
to: flow automatically through all subsequent oper- 
ations with a minimum of human effort and without 
having to be transcribed. : 
, Electronic data processing is, of course, using 
electronic methods in manipulating facts and infor- 
‘mation and brings to data processing the element of 
speed. There can, of course, be electronic data 
processing without integration. It is when the 
economy of integration is merged with the speed of 
electronics that you have the full concept of automatic 
data processing. Here it should be noted that speed 
"without reliability is no speed at all, so that speed 
must be allied to reliable equipment and methods of 
processing. 

The ultimate aim is good management. This means 
good record keeping and timely record keeping, 
using tools which may be considered as advanced 
‘mechanization, but the fact of utilization of electronic 
‘equipment may perhaps bring with it a change of 
procedures in supplying d sails which give manage- 
‘Ment its information for planning and control. 


| The Field of Investigation 


Automatic data processing relies for its proper fulfil- 
ment upon two things: first, the ability of people to 
investigate its potentialities and apply them; second, 
'the computer - the heart of the system — which is 
only as good as the people who build, direct and 
operate it. The computer brings its ability to handle 
movement and action with great speed. Its funda- 
mental advantage lies in the fact of an internally 
Stored program or set of instructions. When the 
problem is begun the computer reads and obeys each 
instruction one after the other, without human inter- 
vention until the final results are presented. The com- 
puter uses the usual arithmetic and logical instruc- 
tions with a range of housekeeping instructions for 
movement of information including appropriate 
input and output commands. 

We must first of all establish what we require from 
automatic data processing. The first aim is to 
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necks, to relieve human beings of mechanical 
repetitive tasks. 'l'hen we must produce information 
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sooner; we must perform the work more speedily to 
provide management by forecast — not management 
by inquest. If it is required and useful, we must pro- 
duce more information from the available data. But 
these aims must be accomplished at not greater, if 
possible, indeed, at less, cost. 

It should not be overlooked that these. aims may 
be met, in some cases, without recourse to com- 
puters; some of these advantages can be obtained 
merely by improvements as a result of the investi- 
gation. 

In order to use a computer, we must establish 
whether decisions can be made by a fixed set of rules 
or see whether the data is capable of rearrangement 
by some logical scheme. 'T'his then gives the clue to 
the first of the new kinds of ability — the use of a 


logical sequence, the possession of a logical mind. 


Continuity of Mechanization 


In the past we have tended to tackle problems 
individually. The mechanization of the payroll, the 
sales ledger, the purchase ledger, stores accounts, 
costing. and so on. We can, however, see that the 
finished figures of one job are the commencing mat- 
erial of the next. For example, the work of evaluating 
Stores issues provides the figures for the material 
content of costing; the finished classification of pay- 
roll work is the labour content of costing; the work of 
invoicing may provide the figures for sales statistics; 
the work of stock records may give the essential figures 
for stores provisioning. 

The organization may be divided into well- defined 
compartments. À duty of the investigation team will 
be to break down these barriers, to cut across the 
watertight compartment complex, to make the work 
flow and to establish an integrated overall picture. 


Here again the logical mind will be of great assistance, 


but it will be used because of its ability to perceive 
patterns, and to fit the individual processes into a 
co-ordinated whole. 

No matter how complicated a mathematical or 
logical process may be, it can be broken down into a 
number of relatively small steps. In mathematical 
work this breakdown might be into the four basic 
processes of arithmetic. In accounting, it could be 
into four main parts: 


(1) Recording .. entry, copying Geer — 
: (input routine). 
add, subtract, calculate — 


(2) Arithmetic .. 
: (calculating routine). 
sort, analyse, summarize — 
(classification routine). 
communicate the results — 
(output routine). 
You have to accept the idea of storing information 
in magnetic form on reels instead of presenting 
visually all the intermediate steps of calculation and 


(3) Classification 


(4) Reporting 
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movement. In the past, data processing has entailed 
endless repetition; tedious monotonies of sorting, 
filing, collating, Dna ad copying, matching, 
punching and verifying — all calling for considerable 
handling by human hands. 

The investigation of data processing with a view to 
automatic production of data in a commercial office, 
moves away from this human handling and puts the 
mechanical work in its proper place -upon the 
computer. 

Communication d 


Once data and instructions are in the aystem, they can 
be controlled and handled with great efficiency. The 
problem lies in bringing the information to the 
machine. New techniques of character SC are 
being.devised and will no doubt be develo 

Since the input has to be created ps manual 
methods, which can create a bottleneck, there are 
good reasons for making this input as small as 
possible. You must investigate the possibility of by- 
product conditions. Paper tape created as a by-product 
of some other essential process is an ideal which can 
often be attained. 

The use of accounting machines has been instanced 
in decentralized stores for posting bin cards, produc- 
ing paper tape as an automatic by-product for all 
further data processing opetations of stores recording, 
and giving a visible record for the use of the stores 
controller in assisting perpetual inventory. 

In some cases, again, the telephone may be used to 
supply significant figures to a central point; these 

es to be entered on an adding machine with 
paper tape recorder and a tally roll to feed back for 
verification. If the input is to be created manually, 
paper work must be capable of extremely simple 
application. Reading must be translatable into almost 
instant it mechanical action. 


Measurement 


Much of the work of investigation can be resolved 
into simple technical processes of measurement. For 
instance, there are the questions of what facts you 
wish to put in, what facts you wish to report out. 

In this work you can resolve the number of charac- 
ters of input required and the timing of input can be 
measured by dividing the number of characters by 
the rate of key depressions to be expected from input 
preparation equipment. If you. use the by-product 
method of input preparation, you will have advantages 
in having all zeros and indicating characters punched 
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a period of time (this is called the standing or per- 
manent storage and may well be external auxiliary 
storage), or whether it is to be stored temporarily 
during processing. 

In the National-Elliott 405 computer there are 
three levels of storage: (1) the working, rapid access, 
storage of 512 words which will be used for rapid 
working and all temporary results; (2) the internal 
auxiliary store of drum or disc, in the latter case 
16,384 words which has a useful access time; (3) the 
external auxiliary store of magnetic film, each. reel of 
1,000 feet containing 280,000 words of information, 
each word being of nine decimal digits capacity. 
Films can be loaded and unloaded at will, hence the 
definition of ‘external storage’. 


Exceptions 


Much has already been written about exception 
methods relating to computers. Because of the speed 


of computer. processing and, particularly, the ability 
to select alternates, it is possible to include all 
exceptions electronically. . 

In payroll applications there may be certain 
employees who have a particular, or indeed, a 
peculiar type of deduction. In such cases it is usual 
to include an instruction - ‘Does this record have 
this type of deduction, if so, deduct'. In most cases 
the speed of the computer will allow this branching 
of control. Though, of course, consideration should 
be given to the economies and to see whether this 
condition could be localized as this might save 
significant computer time. 

Alternatively, many of the exceptions mays be the 
result of management policy and, during the investi- 
gation phase, the exceptions might well be listed and 
examined. Some of the exceptions will be localized. 
For example, in a large invoicing problem we found 
that in certain cases a second copy of the invoice was 
required. From a list of these cases it emerged that 
they fell into one class of retail customer and it was 
therefore a relatively simple matter to arrange for all 
in this class to be provided with a second copy. Other 
exceptions might be altered as a result of management 
examining and reversing its decisions. 

On the output side, however, you must think in 
terms of true automatic data processing and the 
minimum of handling. Reports should be prepared 
only by exception, the only output in a great many 
cases is information which definitely requires review 
or follow-up action. On stores there is no need for a 
report on each stock movement, but only on stock 
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management accounting must be based on centralized 
control and decentralized responsibility. If you are 
going to have, for instance, a stores controller 
responsible for the stores, then you must give him 
records so that he may exercise his responsibility. A 
great mass of detail has to be recorded but it must be 
classified and reduced to simple and brief records. 
Here i is one example where the computer will be able 
to help and will indeed overcome the usual arguments 
of centralization versus decentralization, since the 
fnass of recording can be done by the computer from 
simple 1 records created on paper tape as a by-product 
of posting the stores records, particularly is this so 
When you have decentralized stores. 

, Let us examine the pros and cons of centralization 
and decentralization. With decentralization you have 
the following advantages: decisions can be taken in 
close association with the operations; personal con- 
tact provides speed in communication and, in 
addition, you have only the reports and statements 
you require. It is easier to deal and communicate 
with small units. 

| On the other hand, you have duplications, persons 
creating similar records in different places giving 
parallel working, and small units may need more 
Caph 

SEET eliminates the need for duplicate 

Par In the computer world the larger instal- 
lations will bring a wider variety of input and output 
devices and will handle larger batches of information, 
but cover larger areas of work. There is, of course, 
the possibility of centralized operations with a number 
of smaller installations. 
| With centralized working, you must allow for 
‘correction to input data and you will have to allow 
for the education of the decentralized areas, 
; However, the use of computers in automatic data 
processing systems brings the possibility of decentral- 
ized responsibility with centralized control. In 
‘addition, there should be no further discussion of 
different methods of accounting, historical and 
management. Now we have the means to provide 
integration without the bother of reconciliation. 

A useful feature of computers is the ability to 
provide credibility testing. Particularly is this so in 
Ithe case of statistical returns to see whether the 
information i is of the right order of magnitude, to see 
that no gross errors have been made. This is provided 
by seeing whether the data falls between prescribed 
‘limits. More useful still is to see whether the infor- 
| mation being presented is valid and acceptable to the 


j computer. 
| Checking 


In the design of a computer, checking facilities may 
either be built into the equipment or they may be 
provided by program. In the work of data proces- 
sing, some operations may need considerable check- 
ing, others may require but little. In addition, use of 
the computer should be directed not only towards 
checking for machine faults, which can be located by 
tests and efficient maintenance, but to the important 
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point of checking for validity of information. 
Emphasis must also be given to program checking 
—the ability of the programmer to include such 
checks as may be deemed neces 

The normal method of using section totals for 
accounting control will obtain, and some controls 
can be used by program to check the correct 
working of the computer. 


| Summary 
Undoubtedly the best advice is, “Learn as mucn as 
you can as quickly as you can’. There is no doubt 
computers will play a large part in the future in their 
ability to assist in providing automatic data processing 
systems. 

In almost every office today an examination would 
reveal the existence of unnecessary clerical activities 
and perhaps machine activities. Indeed, many of the 


‘economies seemingly provided by mechanization 


result from changes in method as a result of the 
investigation made when installing machines. For 
these reasons much good can come from an investi- 
gation which might reveal sources of economy, even 
if they did not provide a recommendation for new or 
fürther mechanization. 

‘In examining computers and data processing 
Systems, new kinds of ability will have to be devel- 
‘oped; new responsibilities will have to be faced. The 
same fundamental principles will always obtain, but 
they wil require different application. Present 
methods are so diverse, however, and many are so 
antiquated that a reconsideration and reorganization 
of the paper work activities in a commercial office 
would be a necessity. 

Automatic data processing can provide speedy, 


accurate and reliable work in the field of commerce 


with limited human intervention in the purely 
mechanical tasks. The work of the pioneers in this 
field before long no doubt will be available for all to 
examine. Having successfully accomplished the 
routine tasks —the bread-and-butter work, so to 
speak — attention can then be focused upon the more 
exciting spheres of operation - the development of 
information for management. For this, new and 
advanced computer.techniques will be required and 
these can best be provided as a result of the experi- 
ence of using computers for the routine tasks. 'l'he 
mathematical analysis required for such uses as linear 
programming, operations research, numerical analysis 
sampling and so on will be the work which may pay 
the higher dividends and, in all probability, it can 
economically be provided only by computers. . This 
may well mean an upgrading of skills for clerical 
workers. 

We have a glorious opportunity to redress some of 
the mistakes of the past. Certainly let us confide to 
machines the work of repetition, drudgery, checking 
and other boring mechanical processes, and let us 
give to human beings the opportunity for creative 
thinking, and ESI work, which is their proper 
heritage. 
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Autumn Meeting 


BOOKLET giving full information regarding 

the 23rd Autumn Meeting of The Institute of 
Chartered Accountants in England and Wales has 
this week been sent to those members of the Institute 
who have indicated their intention of attending the 
conference, as well as to members of the London and 
District Society of Chartered Accountants: As 
already announced, the meeting is to be held in 
London from Thursday, October 2nd, to Saturday, 
October 4th. 

In addition to amplification of the outline pro- 
gramme (published in our issue of April 5th) the 
booklet gives information about the entertainments 
which are being provided for the ladies, together with 
descriptions of the interesting selection of half-day 


and whole-day tours which will be available on the: 


Friday. 

The ladies” programme includes a dress show at 
The Dorchester Hotel; a social meeting in Guildhall 
to be addressed by the Lady Davidson, c.B.E., M.P., 
Lady Wheeler, the eminent archaeologist, Miss M. 
Marriott, matron, The Middlesex Hospital, and Dr 
K. Anderson, headmistress, North London Collegiate 
School; a tour of London’s West End, visiting among 
other places Westminster Abbey, the Houses of 


Parliament, the Victoria and Albert Museum (where 


tea will be served); and a river trip to Greenwich and 
back, including a visit to the Cutty Sark. 
. On the Friday morning there will be sightseeing 
tours of the City or the West End, or a visit to James 
Pascall Ltd chocolate factory at Mitcham. In the 
afternoon, the visits include, variously, the B.B.C. 
Television Studios; Harris -Lebus Ltd furniture 
factory at Tottenham; Yardley & Co Ltd perfume 
factory; McVitie & Price Ltd .biscuit factory; the 
Houses of Parliament; or Port of London Authority. 

The whole-day tours include a choice of visits to 
London Airport; Ford's motor works, Dagenham; 
Bowater paper mills, Northfleet, Kent; Cambridge; 
Hampton Court and Eton. : 

In a foreword to the booklet, Mr Charles W. 
Aston, A.C.A., Chairman of the Autumn Meeting 
Committee, writes: 


*We look forward to welcoming not only many of 
our own members but also our friends from the 
' provincial societies whose hospitality we have so 
' often enjoyed in recent years and hope that the 
numbers attending in 1958 will not detract from the 
atmosphere of a large family gathering which has 

. been such a valuable feature of past meetings.’ 


Applications to attend, together with the appro- 
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priate remittance (£10: 10s for a member, or £19 19s 
for a member accompanied by a lady), should be sent 

to the -honorary secretary of the Autumn Meeting, 
Mr C. J. M. Bennett, B.A., F.c.a., Alderman’s 
House, Bishopsgate, London, EC2. 

‘Those attending are responsible for their own 
accommodation. Details of some London hotels 
appear in the advertisement section of. this issue. 


New Inland Revenue Chairman 


IR HENRY HANCOCK, K.C.B., K.B.E., C.M.G., 

retires as Chairman of the Board of Inland Rev- 
enue on August 31st and will be succeeded by Sir 
Alexander Johnston, K.B.E., C.B., at present Third 
Secre in the Treasury. | 

Sir, Alexander Johnston, who was born in 1905, 
was educated at George Heriot's School and the 
University of Edinburgh. He entered the adminis- 
trative class of the home Civil Service in 1928 and 
subsequently served in the Home Office, the Ministry 
of Home Security and the office of the Minister of 
Reconstruction, He was deputy secretary of the 
Cabinet from 1948-51 and in 1951 he was appointed 
Third Secretary in the Treasury. 

Sir Alexander will be succeeded as ‘Third Secretary, 
as from September 1st, by Mr W. W. Morton, C.B., 
a Commissioner of Inland Revenue. Mr Morton 
entered the Civil Service as an assistant inspector of 
taxes in 1927 and was transferred to the admin- 
istrative class in 1935. He has served in the Inland 
Revenue since then, except for three years’ second- 
ment, under United Nations auspices, as adviser to 
the Government of Bolivia in 1952. 


Company Wound Up by its Subsidiary 


N Monday, Mr Justice Roxburgh made a 
compulsory winding-up order against Paragon 
Holdings Ltd, of Eastcheap, London, EC, on the 
petition of its subsidiary, Kuala Muda Rubber 
Estates Ltd, of Seal House, Upper Thames St. 
Kuala Muda was a creditor of Paragon for £154,310, 
and its petition was supported by Sunnygama 
Ltd, another subsidiary of Paragon and a creditor for 
£43,000. A number of shareholders of Paragon also 
supported the petition. Paragon opposed the making 
of an immediate winding-up order, on the ground 
that this would not benefit the petitioning creditor. 
Giving judgment, his lordship said the case was a 
remarkable one in every one of its multifarious 
aspects. The company did not make any promise 
to pay the debt at any time. All dealings on the 
London Stock Exchange in its shares had been 
suspended at its own request. An affidavit sworn on 
its behalf by its chairman said that shares held by 
the company in the petitioning creditor and in 
another subsidiary were no longer under Paragon's 
control. The affidavit continued that the company’s 
difficult situation was attributable to sums aggre- 
gating £197,000, paid to Paragon by Kuala Muda and 
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See having been deposited with Comcor . 
Ltd, merchant bankers. That company had convened 
the necessary ` meetings for the purposes of going 
into a creditors’ volun winding up, so that it 
appeared that Paragon had busied itself depositing 


money with merchant bankers about whom the 


only thing which could be said was that they appeared 
to be insolvent. 

| The affidavit stated that a further sum of £46,000 
of Paragon’s own money was, prior to the deponent’s 
appointment to the Board, deposited with Comcor 
Itd. In addition, a sum of £345,000 belonging to 
United Patani and paid out by that company was the 
subject of investigation by the board of that company. 
Finally, the affidavit stated that there was in progress 
an investigation of Paragon’s affairs by Mr Duncan 
McKellar of Messrs Thomson, McLintock & Co, 
chartered accountants, but it did not say what Mr 
McKellar was investigating. AIL this, said his lord- 
ship, was jejune information on which to ask for 
the indulgence of the Court (The Times, May 2oth,. 


1958). 
India’s Five-year Plan 


Acconpmo. to a report put out by the Planning 
Commission 1n India, that country's second five- 
year plan is falling behind its time-table. The total 
estimated expenditure under the plan is £3,600 
million but it is not likely, in the event, to reach more 
than £3,200 million. Even the lower figure will not 
be met unless taxes are increased and non-develop- 
ment expenditure reduced. 


While part of the money has been raised by savings - 


and by foreign aid, a good deal of it has been found 
by deficit financing by the Government of India. 
Indeed, as much money has already been raised in 
this way as the plan enters its third year, as was 
expected to be raised through the whole of the five- 
year period. The dust side is likely to come 
within 75 per cent of its original target figure but 
there have been serious miscalculations on the 
agricultural side. Drought, along with a reluctance 
on the part of the peasants to pay fees for irrigation 
facilities, have reduced the yield of crops and it is 
this conservatism on the part of the peasants which is 
putting the plan’s schedule so far back. India is not 
the first country to have found that a planned rate 
of development cannot be relied upon so far as 
agriculture is concerned. There is indeed evidence 
that the plan is being driven forward rather more 
quickly bu either the financial mechanism of the 
country or its response to technical improvement can 
sustain. If India wishes to maintain the same rate of 
increase in its national income overall as is likely to 
be achieved by trade and industry alone, its people 
must save more and the rate of investment in agricul- 
be must be increased. Neither of these are easy to 
influence in the short run. In consequence it is not 
likely that India's five-year plan will be able to make 
ap lost ground before the Dore peod comes to 
an end. 
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New Canadian Death Duty 


C. succession duty has provided some 
thorny problems for the executors of persons 
having property there but domiciled elsewhere. The 
rate at present is calculated by reference to all the 
deceased person’s property and therefore involves a 
good deal of inquiry and calculation. A new Bill 
has now been published providing for an entirely new 
estate tax in substitution for the old succession duty. 
Under the Bill estates of persons domiciled outside . 
Canada would pay a flat rate of 15 per cent on 
Canadian property, without any deduction for debts. 
Where the total Canadian property is less than 5,000 
dollars, exemption will be granted. ‘The new Bill also 
sets out detailed rules for determining the situs of 
property for the purpose of the new tax. This change 
will be a great boon for many persons in this country 
and elsewhere having property in Canada. 

The new tax is much closer to the. British estate 
duty. For persons domiciled in Canada estates. not 
exceeding 50,000 dollars will he exempt, while there 
will be deductions for dependent relatives left by the 
deceased. One difference from the British tax is that 
all property abroad, even land, will be taxed. On the 
other hand, there will be a credit for foreign tax paid. 
The Bill makes for greater simplicity, closes a number 
of loopholes, and steps up the penalties for failure 


` to make returns etc. 


Secretaries’ Conference 


STRONG plea for the abolition of entertain- 

ents tax was made by Mr John H. Davis, 
deputy chairman and 'managing director 
The Rank Organization Ltd, at the annual conference 
of The Chartered Institute of Secretaries held at 
Llandudno from May 1sth—17th. 

Mr Davis, who addressed the conference on "The 
British film industry’, considered that entertainments 
tax was the major problem facing the industry. 


‘No other form of entertainment,’ he said, ‘bears 
such a penal tax. It is a tax which is not based on 
profit nor has relation to the cost of the films, 
whether such cost has been recovered or not, but is 
taken off the top from gross box-office receipts. 

"Ihe industry's gross receipts in this country are 
approximately £95 million and entertainments tax 
absorbs approximately 35 per cent — a penal tax.’ 


Three other papers were presented at the con- 
ference: ‘Company secretaryship in retrospect and 
prospect, by Mr R. C. Hetherington, F.C.I.S., 
chairman, London branch group registrar, British 
Insulated Callenders’ Cables Ltd; ‘Automation and 
the office, by Mr H. W. Gearing, B.SC.(ECON.), 
A.C.LS., BIS, head of computer division, The Metal 


.Box Co Ltd; and ‘Modern trends in commercial 


education’, by Mr H. Jubb, B.COM., F.C.1.8., head of 
the department of professional studies, Hull Reen 
of Commerce. 
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Taxation Cases 
Full reports of the cases summarized in this column will be published, with Notes on the judgments, 
— in the ‘Annotated Tax Cases’. 


R. v. Vaccari 
In the Court of Criminal Appeal 
February roth, 1958 


(Before Mr Justice CassELs, 

Mr Justice STREATFEILD and Mr Justice SLADE) 
Income tax — Bankruptcy - Gambling by bankrupt - 
Income tax unpaid - Whether income tax debt con- 
tracted in course of business — Bankruptcy Act, 1914, 
Section 157. 


The appellant carried on business as a café 
proprietor, and in 1950 the Inland Revenue made 
additional assessments on him for the period 1944-49. 
On January 3rd, 1956, the Inland Revenue obtained 
judgment against him for the sum of £5,166. On 
July 27th, 1956, they presented a pun in bank- 
ruptcy against him, and.on November 22nd, 1956, a 
receiving order was made. At his public examination 
the bankrupt gave evidence showing that in the two 
years prior to the presentation of the petition he had 
lost about £3,000 by gambling and that in the period 
between the presentation of the petition and the 
making of the receiving order he had lost another 

2,000. 
e The appellant was convicted at Quarter Sessions 
on charges under Section 157 (1) of the Bankruptcy 
Act, 1914, of materially contributing to his insolvency 
by gambling. 

Held, that Section 157 (1) applied only if the 
accused was engaged in e or business and had 
outstanding at the date of the receiving order 'any 
debts contracted in the course and for the purposes 
of such trade or business'; that the debt for income 
tax was not a debt within the meaning of those words; 
and.that the conviction must therefore be quashed. 


London Investment and Mortgage 
Company Limited v. C.I.R. 
` In the House of Lords — April 24th, 1958 
(Before Viscount SIMONDS, Lord MORTON op 
HENRYTON, Lord Rem, Lord Tucker and Lord 
SOMERVELL OF Harrow) | 


Income tax — War damage ~ Value payment — Property- 
dealing company — Whether value payment a receipt of 
trade — War Risks Insurance Act, 1939, Section 96 — 
War Damage . Act, 1943, Sections 66, 173 — War 
Damage (Public Utility Undertakings etc.) Act, 1949, 
Section 28. 

The company carried on business as a property 


dealer. the war some of the company's 
buildings were damaged or destroyed by enemy 


action, and it received value payments under Section 7 
of the War Damage Act, 1943. 

The Special Commissioners decided that the value 
payments were trading receipts of the company, but 
that where the company spent money on repairs or 
rebuilding, it was not liable to include the value 
payments as receipts, but should deduct them from 
the amount expended. 


Held (affirming the judgment of the Court of 
Appeal) that the value payments were trading 
receipts, and that there was no provision for excluding 
them from the computation of the company's profits. 


Harrison's Trustees (Midland Bank Exec- 

utor and Trustee Co Ltd) v. C.I.R. ` 

In thé High Court of Justice (Chancery Division) 

|». February 26th, 1958 
(Before Mr Justice DANCEWERTS) 

Estate duty — Trust to apply tncome for twenty-one years 
or until a death — Income then to be divided — Order 
disregaiding contingency of death — Part of income 

payable to beneficiary — — Death of that beneficiary - 
Whether a passing of capital - Finance Act, 1894, 
Sections I, 2, (1) (b) — Trustee Act, 1925, Section 2 3. 
The testator died in 1937 and by the codicil to his 
wil 10,000 shares in each of two companies were 
bequeathed on trust. The trustees were to apply the 


income of the shares in making grants to certain 


shipping companies for twenty-one years from the 
date of the testator's death, or till the death of the 
testator's daughter, whichever should first happen; 
and if the daughter died during the twenty-one years, 
the trustees were to accumulate the income for the 
remainder of that period. After the end of the twenty- 
one years they were to hold two-fifths of the income 
(and of the accumulations) upon protective trusts for 
the benefit of the wife of his nephew. The three-fifths 
of the income was to be applied for the benefit of the 
children of the nephew and his wife as they should 
direct. 

In 1940 an agreement was made between the 
shipping companies and the daughter, which was 
approved by order of the Court, whereby the income 
from the 20,000 shares was to be applied during the 
twenty-one years in the same way as the codicil 
directed it to be applied afterwards, so that in effect 
the direction to accumulate was overridden. In 1954 
and 1955 directions were given by the nephew and 
his wife that the three-fifths of the income should 
be divided among their three children. 

On the death of one of the children in 1955, the 
Inland Revenue contended that estate duty was pay- 
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able on his death, either on the footing that there was 
a passing of one-fifth of the capital of the trust fund 
or on the footing that there had been a cesser of an 
interest, It was contended on behalf of the trustees 
that on the death of the son there had merely been 
the death of one of the objects of a discretionary: 
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trust; or, alternatively, that, if any duty was payable, 
it was payable only on the son's limited right to 
income. l 

Held, the son was not an object of a discretionary 
trust, and that on the death of the son there had been 
a passing of an interest in one-fifth of the capital. 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Survey for Computers 


Sm, - Having read with great interest ‘Survey for 
Computers’, by Mr D. B. E. Douglas-Withers, of 
The National Cash Register Company’s Accountant 
Liaison Service (May 3rd issue), I feel that there are 
a few points arising which might be of interest to your 
readers. l 


The use of magnetic tapes is mentioned for storage, 


but, for input and output only punched paper tapes 
and punched cards are mentioned; magnetic tapes, 
of course, give a far faster means of input and output 
to the computer than any other medium, and, in this 
respect, are to be preferred as they avoid the computer 
data-processing speed being tied down to the speed 
of the input and output devices, which would other- 


wise be the case. When one realizes that a reel of 


magnetic tape containing as much information as 
40,000 punched cards can be read into or out from 
the computer in 34 minutes, as opposed to the card 
reading or punching speed of 150 to 200 cards per 
minute, the time saving becomes obvious. At present 
, Remington Rand Ltd are the only people who 
produce a typewriter capable of recording informa- 
tion directly on to magnetic tape, but many other 
. firms as well manufacture equipment for converting 
data held on punched cards or punched paper tape 
‘to magnetic tape, enabling data conversion to take 
place separately from the computer, thus enabling 


the computer to use the fastest available method of 


input and output. Whilst magnetic tape is not 
exactly the best form of input and output, it is the 

' best available. : 
With regard to output, there are many more rapid 
‘means of output, and the most modern being in the 
field of xerographic reproduction. In this, a form 
outline is projected on to a screen from an epidia- 
Scope; on to this form are projected the characters 


from the computer by means of a projection cathode 
ray tube, as 1s used for television projection. This 
can then be used to set up an electro static field on 
rolls of paper, which will then attract ink to the paper 
which, when, dried, will cause a reproduction of the 
data in the regular form. An alternative method 
which is sometimes employed is to use a cine-camera 
and to take a film of the data changing on the screen; 
this, however, is somewhat slower. 

The use of programming to give instructions to the 
computer is mentioned; it must, however, be realized 
that the computer can be programmed to carry out 
any operations of which the human mind is capable 
at a far greater speed. It is obviously, therefore, 
ridiculous to spend thousands of hours of programmer 
time in preparing work programs when the computer 
is completely capable of preparing its own programs, 
which will only require subsequent debugging. It 
has been found in practice that 70 per cent of pro- 
grams prepared by the computer do not require 
subsequent debugging. At present, however, auto- 
matic programming, as this is known, is in its infancy, 
but within a few years it is bound to be available on 
all computers, thus enabling months of programming 
work to be completed in a few hours. 

Under programming it is also mentioned that many 
firms are only programming one operation at a time. 
Whilst this is, of course, true it should be emphasized 
that it is necessary to bear in mind the regular 
integrated data-processing, as otherwise it often 
happens that as integration proceeds, existing 
programs which have been working well for a 
considerable period, have to be rewritten completely 
to fit in with the integrated whole. 

Finally, one point which should be borne in mind 
is that a computer should not be used as a means for 
doing all your written work and informing you of 
exactly what it's doing; all that you require to know 
from the computer are the points on which the 
computer becomes stuck because they are outside 
the scope of its program, and the exceptions. For 
instance, your computer need not tell you which 
items of stock are in short demand, or which sales 
ledger accounts have been paid. In the former case 
it can print out the order to the supplier and need 
only inform you if the goods are not received within 
a reasonable time. In the latter case the computer 
need.only inform you as to the overdue accounts, it 
is then capable of automaticall stopping supplies 
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to overdue: customers. Management by exception 
becomes an.established fact once a computer has been 


22 Yours faithfully, 
J. W. MITCHELL, A.C.A., 
Es TAN UNIVAC COMPUTER DIVISION, 
London, W8. REMINGTON RAND LIMITED. 


[Mr D. B. E. Douglas-Withers writes: I should like 
to thank Mr Mitchell for his comments on my article. 
If what may appear to be important matters were 
excluded, it was because the original was a lecture, 
intended. purely as an objective introduction to 
electronic data processing and delivered in a limited 
time. While I welcome and endorse some of Mr 
Mitchell's remarks, there are points in his letter which, 
for the purpose of the talk, would have been contentious 
and could not have been given adequate discussion. 
My object (and problem) was to simplify, and if I have 
been guilty of over-simplification I hope, on the whole, 
readers found it a fault in the right direction.] 


Cheques Act, 1957 
SIR, - Although it may be thought by some to be 
ali ghtly impertinent to criticize the remarks of the 
President of the Institute at the annual meeting, I 
feel so strongly i in. regard to the question of the omis- 
sion of receipts for cheque payments that I must make 
further reference to what Lawson said. 

Readers of your journal may remember that:I 
complained of this practice in a previous letter in your 
issue of October 12th, 1957, and L have continued 
my protests in The Times and other publications. 


I wonder how long it is since the President (or any ` 


other member of the Council) had to apply himself 
to the practical preparation of accounts from in- 
complete records. And by incomplete records I do 
not mean merely the failure to keep a nominal 
ledger, but an almost complete lack of any records 
at all. Such remarks as: 

‘Some changes in office organization procedures 
are required but these can readily be made with the 
assistance of the auditors.’ 

‘Records must, therefore, be so maintained as to 

^ provide a direct link between a , Paid cheque and 
the details of the transaction. 

“There is no reason why the procedures that some 

_ businesses have adopted quite effectively in recent 
years should not be extended satisfactorily to a large 
part of the whole field of industry and commerce.’ 

may fall glibly from the lips of the President at the 
annual meeting in the City, but how can they be 
applied to the farmer and small trader whose 
accounts are the bread and butter of those like myself 
"who have forsaken the big cities and who practice in 
provincial centres. 

'T'he limit of organization and procedure to which a 
large number of farmers aspire 1s to impale all their 
letters, bills, statements, receipts, accounts rendered, 
etc., on a home-made metal spike and to bring that 
to their accountant with some such phrase as Them 
what's stamped is paid, them what aren't I owes’. 
The preparation of accounts from this scanty 
information has.in the past been possible because of 
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the fact that receipts were attached to paid accounts 
and the receipts in nearly every case were dated so 
that it' was fairly ge? to link payments with actual 
transactions. 

. The difficulties are in any case increased by four 
peculiarities: firstly, the natural disinclination of 
farmers in particular to discharge their accounts 
resulting in a formidable list of sundry creditors; 
secondly, the habit of never paying the odd pence 
and often knocking off the shillings as well; thirdly, 
the fact that farmers and others often buy precisely 
the same materials at periodic intervals and payments 
to a particular supplier may often be of exactly the 
same amount for several months running; and 
fourthly, the practice among farmers (because they 
have so much loose cash from egg sales) of occasionally 
settling even quite large accounts in cash, whereas 

EE they would pay by cheque. All these which 
we have learned to overcome are being made im- 
méasurably more difficult because of this lack of 
receipting accounts paid by cheque. One further 
point is that so many farmers get so far behind with 
their accounts that their explanations of transactions 
are not always fresh in their minds. 

Seldom, if ever, do we small provincial account- 
ants have to deal with the intricacies of public 
flotations, consolidated balance sheets, Board of 
Trade investigations, 'take-over bids', or similar 
interesting and no doubt remunerative activities, I 
do feel, however, that in preparing accounts for the 
farmer and the small trader we are fulfilling an 
obligation to the community in general no less 
important, but one which will become more and 
more difficult and expensive by the failure to receipt 
accounts. 

Apart altogether from these technical reasons, it is 
in my opinion extremely discourteous not to ack- 
nowledge money received be it by cheque, money 
order, postal order or in cash. 

Yours faithfully, 
R. S ‘FROST. 


Decimal Coinage 
SIR, — There has been a lengthy and interesting 


Taunton, Somerset. 


correspondence i in your columns with regard to the 


above and as far as I can remember the subject of 
decimal coinage has been discussed throughout the 
writer's lifetime. ‘The peculiar thing is that although 
everybody appears to be in favour of decimal.coin 
and indeed 1n favour of a complete overhaul of the 
English system of weights and measures, one has 
never seen any indication of any official move in the 
matter. How long are we to go on writing about this 
subject and continuing to treat it as a mere acad- 
emical problem? 

Would it not be now possible for the Institute to 
form a select committee to examine the whole 
matter and then for the Institute. to make a firm 


proposal to H.M.- Government? 


. Yours faithfully; 


Reading.: Q: J: edis 
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Finance and Commerce 


H. J. Baldwin Accounts 


HIS week's reprint gives the 1957 accounts of 
H. J. Baldwin & Co Ltd with E the auditors 
present shareholders with a special report. To see 
this report in its context it is necessary to go back 

to the accounts for the year ended March 31st, 1956. 
"The report issued with those accounts stated that a 
previously announced sale of a shareholding in a 
subsidiary, the Hanbury Wharf Brick Co Ltd, had 
‘been completed in the course of the year, and that 
‘in the same period the cinema interests operated by 
another subsidiary, Waldogram Provincial Cinemas 

Ltd, were also disposed of. 

' On the matter of the disposal of the .cinema 
interests the auditors, Messrs Stanley Blythen & Co, 
‘Chartered Accountants, then considered it necessary 

to qualify their report in the following terms: 

"With regard to the transaction or transactions 
relating to the disposal of the company's cinema 
interests, we are not satisfied with certain informd- 
tion and explanations which have been given to us 
and have not obtained all the information and 

' explanations which to the best of our knowledge and 

' belief were necessary for the purposes of our audit.’ 


Payments Due 


The position now becomes. more complex. In their 
special report now under review, the auditors open 
with a reference 


“to our. report regarding the disposal of the com- 
, pany's cinema interests dated 3rd December, 1956, 
and contained in our report on the accounts for the 
year ended 31st March, 1956. Nothing,' they state, 
“has occurred since its publication which enables us 
to alter such report at this date, and we have been 
told by your board that they have been unable to 
obtain any further information and that no further 
information will be forthcoming’. 


B" might have been expected that at this point 
the directors. themselves would have had some 


„observations to make to the shareholders. There is ` 


ino reference to the difficulty in providing the 
auditors with the information they require in the 
I a statement. 
/ There is, however, a paragraph i in the directors’ 
report which states that 

"With the reduction of the entertainments duty 


j on cinemas, as recently announced, your directors . 


anticipate that payments against the balance of 
^ £51,461 due to thé company on the sale of its cinema 
. interests will be made at an eae date than was 
| thought possible hitherto” . | 

The second paragraph of the auditors’ special 
report reads as follows: 
| "On the present information. available to us the 
' ultimate receipt.of a substantial part-of the item 
^ £51,461 shown. under “Amounts not currently 


© receivable” in the balance. sheets, i is; in our: SES 
| unlikely.’ 


Investment Sold 


On December 6th last, shareholders were notified of 
the sale of the company’s investment in the Railway 
& General Engineering Co Ltd_in the previous 
September and the subsequent decision of the 
directors to extend its last trading period to Sep- 
tember 3oth, 1957. 

In this connection Note 3 (a) of the notes on the 
accounts, as shown in the reprint, now states that the 
directors of Railway & General were called upon to 
give a warranty that certain summarized figures of 
the assets and liabilities of the company, as shown 
by a draft balance sheet at March 31st, 1957, were 
substantially correct and that the net asset position 
of the company at September 25th, 1957, was at 
least’ as. good as the summarized position. H. J. 
Baldwin & Co have given an indemnity to those 
diréctors in respect of such warranty. 

Note 3 (b) says that repayment of £61,386, being 
the amount due to the Railway & General Engineer- 
ing Co Ltd by a subsidiary of H. J. Baldwin & Co 
Ltd (of which £43,086 has been repaid since Sep- 
tember 3oth, Cal has, with interest thereon, been 
guaranteed by H Baldwin. i 


Subsidiary's Debt 


In the third Paragraph of their een: report, the 
auditors state: 


The item of js 10,734 TUNE in fe Palance sheet 
“Amount receivable on current accounts less 
Ge includes a sum of £100,760, being the 
debt owing to H. J. Baldwin & Co Ltd at 3oth Sep- 
tember, 1957, by the subsidiary company referred to 
in 3 (b) of the notes on the accounts. ‘The assets of 
this subsidiary company include development ex- 
penditure of £41,286, the value of which is depend- 
ent upon the sales development of a new product, 
the earning power of which has not yet been 
' demonstrated. To a substantial extent the value of 
‘the amount {100,760 and the payments subse- 


: ;: quently made by H, J. Baldwin & Co Ltd under 


` the guarantee referred to in Note 3 (b) is dependent 
. upon the future earning power of that product.’ 


The special report concludes: 


‘We have not received the Sfortia which is 
necessary for us to ascertain the amount of the 
liability, if any, which may arise under the indemnity 
given to the directors of Railway & General Engin- 
eering Co Ltd and referred to in Note 3 (a). The 
capital profit of £775,546 shown in the profit and 
loss account would be reduced by the amount of 
xd such liability. : 


Next Week's Rem ai: i 


‘The reprint.in next week's issue will comprise the 


accounts to.December.31st, 1957, of Martin-Black 
Ltd. 
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. CITY NOTES 

N times of stress and uncertainty the British 

investor invariably lapses into a state of masterly 
inactivity. It is not surprising therefore that the only 
real feature in the stock-markets these past few weeks 
has been the paucity of business. 

Under such conditions the markets drift one way 
or the other according to the marginal balance of the 
day's business and attempts to read any significance 
into price movements can be made to look foolish. 

But as the Governor of the Bank of England has 


said, the most impressive City feature of the past - 


uncertain weeks has been the steadiness of sterling. 
That steadiness has given rise to the hope that the £ 
should be strong enough to survive the anticipated 
autumn pressure without too much strain. 

Meanwhile most industrial company chairmen 
continue to emphasize the uncertainty of the short- 
term trading outlook and there have been a number 
of rather unpleasant surprises. The most disturbing 
of these was the United Molasses statement that 
maintenance of the current dividend rate might this 
year entail drawing on the 'carry-forward'. 

The United Molasses position turns on the 
Shipping freight rate slump, and shipping company 
leaders have recently warned the shipbuilding 
industry of the dangers of being too complacent 
about full order books. i 

Considerations such as these must continue to 
offset any "long-term confidence’ factors so far as the 
stock-markets are concerned. 
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RATES AND PRICES 
Closing prices, Wednesday, May 21st, 1958 S 


Dank Rote . 
Sept. 17, 1953 34% Feb. 16, 1956 5176 
May 13, 1954 TA Feb. 7, 1957 5% 
Jan. 27, 1955 3%% Sept. 19, 1957 7% 
Feb. 24, 1955 44% Mar. 20, 1958 6% 
Treasury Bills — 
Mar. 14 £6 os 6-592% April 18 £5 4s 0:'93d96 
Mar. 21 £5 11: 1:§ad% April 25 £5 35 6:97d 
Mar. 28 {5-105 7-64d% Maya Za 1s 1-93d% 
And: Es 886-30d% Mayo £5 3s 10°81d% 
April x1 £5 6s rgd% May 16 Ze 3s 11°49d% 
Money Rates 

Day to day 4t-54% Bank Bills 2 
7 days 41-5 % 2 months TE 
Fine Trade Bills 4 months ` 545-5176 

3 months 6}-7° months 5 te-58% 

4 months 61-79, months fe Wee 

6 months 64+-7% 

Foreign Exchanges ) 
New York 2:81 4-1 Frankfurt rr-71§-# 
Montreal 2-724;— f Milan 1747-4 
Amsterdam 10°59§-6o4 Oslo 20-00f-o1f 
Brussels 139°45—"50 Paris 1180 A 
Copenhagen ` 19:351-i Zurich 12:23]—24 
Gilt-edged 

Consols 24% So: Funding 4% 60-90 861 
Consols 4% 73% Savings 24% 64-67 80 
War Loan 34%  65$x.d. Savings3%55-65 88 
Conversion 34% 654 Savings 3% 60-70 778 
Conversion 34%, 1969 85 Savings 3% 65-75 724 
Exchq’r 54% 1966 roi Treasury 24% 481 
Funding 3% 66-68 824 Treasury3i%77-80 744%.d 
Funding 3% 59-69 Bol ‘Treasury 34% 79-81 75% 
Funding 34% 99-04 71% 92i 


Victory 4% 





For Students 


AUDITING 


Verification of Creditors 


The verification of creditors is one of the most difficult 
tasks which faces any auditor. Assets may often be 
verified. by physical inspection if they are tangible 
assets, and debtors can, if necessary, be circularized 
in an attempt to obtain confirmation that the debt is 
due to the client. 

With creditors, however, the difficulty arises in 
many cases of not knowing who is the creditor, let 
alone what is the amount of the liability. In large com- 
panies, where proper bought ledger routines are estab- 
lished, this does not present many difficulties since 
not only may the bought ledger accounts be verified 
with the creditors’ statements, but also orders which 
have been placed can be inspected to ensure that all 
invoices arising against such orders have been received 
and are recorded in the purchases day-book. 

In the case of smaller companies, and particularly 
with sole traders and partnerships, bought ledgers are 
not always kept in a proper manner or, indeed, may 
not be kept at all. In the case of a small trader with 
incomplete records the starting-point for establishing 
the aggregate creditors at the balance sheet date may 
be a 'spike' of unpaid invoices. 


Where a creditor is known to exist by name, verifica- 
tion should always be made with the creditor's state- 
ment to ensure that invoices have not been mislaid. 
In the event of the auditor being unable to reconcile 
the creditor's statement with the liability as stated by 
the client, the auditor will no doubt communicate 
with the creditor, if necessary, to clarify the matter. 

In the case of many small suppliers, and particularly 
where the liability arises in respect of work carried 
out — e.g. repairs — rather than goods supplied, creditor: 
may not send statements at all and may submit in- 
voices considerably after the.date to which they relate. 


: It is particularly this type of account, often of = 


material amount, which is frequently overlooked a 
a balance sheet date, with the result that not only are 
the trading results in the year of omission distorted, 
but also those for the following year in which the 
accounts are presented and paid. 

. The auditor should take great pains to ensure that 
any liabilities which do exist are ascertained, and mere 
non-production of an unpaid account by the client 
would seldom be sufficient excuse in a court of law 


' for the omission of this item from the balance sheet. 


What further steps, therefore, can an auditor take? 
One of the most useful checks is to examine the 
payments on private ledger items, and the invoices 
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bon in- the -purchases day-book (if kept) for. the 
month or two following the balance sheet date. Such 
ayments or invoices should be vouched, and it 
should be ensured that the goods or services against 
which such payment is made were received after. the 
balance sheet date. . 
! Inmany cases, a liability arises atroce intereat: 
e.g. gas, electricity, telephone accounts and rent. In 
such cases the auditor should check that the full 
appropriate to the accounting period has been 
included and, where necessary, an estimate should be 
made of any accrued liability which cannot be 
specifically ascertained. 

Where a liability of material amount has been 
omitted from a balance sheet, and this is not dis- 
covered until a subsequent accounting period, the 
‘item should always be shown separately in the profit 
jand loss appropriation account as being an adjustment 


jin respect of an earlier period. Frequently, a taxation . 


liability may be reopened to admit such an adjustment, 
' and in any case the client or, in the case of a company, 
| the shareholders, should be made aware of the true 
' position, since otherwise comparisons will be ren- 
dered invalid for three years, i.e. that in which the 


''"hght charge appears in the accounts, the following 


year in which the comparative figure will be ‘light’ and 
the current charge 'heavy', and the year thereafter, 
' when the comparative figure will be ‘heavy’, against 
a normal charge in the current accounts. 


ENGLISH LAW 
The Certainties of Trust 
A fundamental principle of the law of trusts is that 


| three certainties must exist before a trust can validly 


-= — o a ee — 


be constituted. There must be certainty of words to 
show that a clear intention of trust arises. There must 
be certainty of subject-matter to make clear what 
property is to be held in trust. There must be certainty 
of objects so that the beneficiaries of the trust, if not 
specified by name, can be identified as a class without 


: difficulty. 


Although a trust deed normally names the trustees 


| or the manner in which they are to be selected, it is 


not essential that the trustees are in fact named in the 
trust deed, and a valid trust can be constituted by 
mere statement of the three foregoing matters. 

A recent case before the High Court showed the 
difficulties which sometimes arise in determining 
whether a valid trust arises.! Readers will no doubt 
recall the Gillingham bus disaster, where a bus ran 
into a column of marching cadets at night, killing 
many and injuring others. The mayors of three towns 
opened a memorial fund, and a letter by the Town 
Clerk of Gillingham was published in a local news- 
paper stating that the fund was being opened to meet 
funeral expenses, to care for the disabled boys, and the 
balance would be devoted to such worthy cause or 
causes in memory of the boys who lost their lives as 
the mayors should determine. 


Moneys were received for the fund not only by: 


substantial donations from certain individuals, but 
also by street collections. The funds so collected were 
considerably in excess of those required to meet 
funeral expenses and to care for the disabled boys, and 
an application was made to the Court to determine 
what should be done with the surplus. 


1 In re Gillingham Bus Disaster Fund [1957] 3 W.L.R. 1069; 


[1958] 1 AU E.R. 37. 
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The Town Clerk's letter which was published in 
the newspaper could be regarded as being a trust 
instrument, but the trust failed for uncertainty. The 
subject-matter (the money collected) was clearly 
specified, as was the inténtion to create a trust. The 
defect was that the objects of the trust were uncertain; 
the money had been donated by persons for the named 
benefits, but the money could not be spent thereon. 
The Court held, therefore, that a resulting trust must 
be construed in favour of the donors. Consequently, 
it was necessary to hold an inquiry to ascertain the 
identity of the donors, so that directions could be 
received from them as to what purpose the surplus 
funds should be placed, or, alternatively, ao that a 
proportionate amount of the contributions could be 
returned to them. 


TAXATION 
' Schedule D, Case VI 

Schedule D, Case VI, is often known as the 'clearing- 
up' case, for under this heading assessments are raised 
in respect of income which is not assessable under any 
other schedule or case. Examples of such assessments 
are found in those on excess rents (where the rent 
received by a landlord is in excess of the gross Schedule 
A assessment), on casual underwriting profits, on sums 
received to guarantee a bank overdraft of a company 
(often where the taxpayer is a director thereof), and on 
casual profits from, for instance, occasional journalism. 
: The Income Tax Act refers to annual profits or 
gains’, but it bas Jong been established that it is not 
necessary for the subject-matter of the assessment 
under Case VI to be an annual or recurring amount; it 
is sufficient merely that the income can be measured by 
reference to a period of one tax year. In many cases, 
indeed, if the amount were a recurring item of income 
the assessment could be raised under another case — 
e.g. journalism would be assessed under Case II, 
Schedule D, as being a profession. 

The basis of assessment under Case VI is normally 


. the actual receipt in the tax year. There have been 


attempts in recent years by the Inland Revenue 
to base excess rent assessments on a preceding year 
basis. This has been brought about not by any change 
in the Jaw, however, but merely as a matter of con- 
venience to the Inland Revenue, so that an assessment 
could be settled in the actual year and the matter would 
not have to remain open until after the end of the tax. 
year. Few practitioners agree to the preceding year 
basis, unless a clear advantage arises to the taxpayer, 
e.g. where the rent is steadily increasing each year, and 
assessment on a preceding year basis will result in less 
tax. À disadvantage to the taxpayer who adopts the 
preceding year basis is that when the source of income 
ceases the Revenue will claim the option, as under 
Cases I and II, Schedule D, to base the assessment for 
the penultimate year on the greater of the preceding 
year's profit or the actual profit. 

Assessments under Case VI, Schedule D, may or 
may not entitle the taxpayer to earned income relief 
on these profits. In each case it is a question of fact 
as to whether the income is ‘earned’ or not. Assess- 
ments under Cases I and II automatically entitle an 
individual taxpayer (not being a sleeping partner) to 
earned income relief thereon, but the onus is upon 
the taxpayer in the case of a Case VI assessment to 
show that the profits assessed are to some extent a 
reward for the personal exertions of the taxpayer. 
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Current Law 


Garnishee Order: No Debt Due 


ARNISHEE proceedings only apply where there 

is a debt which is due or accruing due though it 
may not be immediately payable. While, therefore, a 
debt debitum in presenti solvendum in futuro is 
attachable, where both the debt and the payment 
rest in the future, and where the amount is payable 
upon some contingency so that it is not possible to 
say that there is a debt owing or accruing, garnishee 
proceedings will not lie. 

This principle is well illustrated by the recent case 
of Dunlop & Ranken Ltd v. Hendall Steel Structures 
Ltd (Pitchers Ltd, Garnishees) ([1957] 3 All E.R. 344). 
The garnishees entered into a building contract in 
the Eege R.I.B.A. form for the erection of factory 
premises and the judgment debtor was nominated 
under clause 21 of the contract as sub-contractor by 
the architects in charge of building works. The 
debtor was so nominated for supplying and erecting 
the steel work for the factory and an order for the 
supply and erection of this steel work was accordingly 
placed with the debtor by the garnishees in accordance 
with the architects’ instructions. By clause 24.of the 
contract the. garnishees were to be paid on the 
certificates of the architects. After the final certificate, 
under which there would have been a sum due to the 
judgment debtor, had been applied for, but before 
it had been issued, the judgment creditor obtained 
judgment against the judgment debtor and sub- 


sequently a garnishee order mist against the garnishees. . 


The Divisional Court of the Queen’s Bench 
Division allowed an appeal against the garnishee 
order on the ground that until the architects’ certi- 
ficate had been given there was no debt due to the 
sub-contractor and accordingly no debt which could 
be garnished. 


Unexpected Balance of Development Value: 
Whether Capital or Income 


ECTION 17 of the Town and County Planning 
Act, 1954, provides as follows: 


"CO For the purposes of this Act land shall be taken 
to have an unexpended balance of establshed 
development value immediately after the commence- 
ment of this Act [January 1st, 1955] if there are then 
subsisting one or more claim holdings whose area 
consists of that land, or includes that land together 
with other land, and there is not then subsisting-any 
claim holding whose area consists of part only of 
that land, whether with or without other land. 

“(2) Where subsection (1) of this section applies, 
there shall be attributed to the land referred to in 
that subsection — (a) the value of any claim holding 
having an area consisting of that land; and (6) such 
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- fraction of the value of any claim holding whose area 
includes that land as attaches to that land; and the 
expended balance of established development value 
of that land immediately after the commencement 
of this Act (hereinafter in this Act referred to in. 
relation to that land as its “original unexpended 
balance of established development value") shall be 
taken to have been an amount equal to eight- 
sevenths of the amount or aggregate amount so 
attributed.’ 


In Re Hasluck, Sully and Others v. Duffin and 
Others ([1957] 3 All E.R. 371) land held upon the 
trusts of the testator’s will was sold by agreement 
to the Hertfordshire County Council at a price which 
was to be determined, as on a compulsory acquisition, 
by adding to the existing value the unexpended 
balance of established development value. The 
question arose whether the one-seventh increase in 
the value of the claim holding was income or capital 
for the purposes of the will. Wynn-Parry, J., held 
that it was capital because it was not possible to, 
extract from Section 17 that it was to be treated as 
interest. His lordship pointed out that where in the 
Act the Legislature designed to provide for the pay- 
ment of interest, as in Section 14, it expressly did so. 


Reduction of Share Premium Account 


HEN the Court confirms the reduction of the 

share capital of a company, a minute is drawn 
up for the Court’s approval showing, with respect 
to a share capital of the company as altered by the 
order of the Court, the amount of this share capital, 
the number of shares into which it is to be divided, 
and the amount of each share, and the amount, if 
any, at the date of registration deemed to be paid up 
on each share. This minute, with the order, 1s 
delivered to the Registrar for registration under 
Section 69 of the Companies Act, 1948, and the 
minute when registered is deemed to be substituted 


-for the corresponding part of the memorandum of 


association and is valid and alterable as if it had been 
originally contained therein. 

In Re Paringa Mining and Exploration Co Ltd 
([1957] 3 All E.R. 424), Wynn-Parry, J., held that 
when the reduction of capital involves either the 
writing down or the writing off of the share premium 
account, no reference should be made in the minute 
to such account. His lordship pointed out that if the 
share premium account is written off, such a reference 
in the minute is irrelevant, and that if it is written 
down, the substitution of the minute for the corre- 
sponding part of the memorandum would give rise 
to a conflict between Section 4 of the Act, which 
provides that the conditions of the memorandum 
cannot be altered except as expressly provided by the 
Act, and Section 56 (2), which enables the share 
premium account to be applied in certain ways. 
Section 69 was in effect inapplicable, so far as 
regarded the share premium account, to cases where 
the reduction involved either the writing down or the 
writing off of that account. l 
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THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS | 


REPORT OF THE COUNCIL FOR 1957 


We reproduce below extracts from the thirty-ninth annual report of The Institute of ` 
Cost and Works Accountants for the year ended December 31st, 1957, to be submitted 
at the annual general meeting of members to be held at The Connaught Rooma, 

! Great Queen Street, London, WC2, on Saturday, Jane 7th, at 10.30 a.m. 


Membership 


During the year 439 persons were admitted to EE 
ship and after allowing for resignations, lapsed 
memberships and deaths, the total membership at 
December 318t, 1957, was 5,758, showing a net 
increase of 406 over the previous year. 


Registered Students 


During the year there were 3,173 new student regis- 
trations and after allowing for transfers to membership, 
resignations, lapsed registrations and deaths, there 
were 14,464 names on the students’ register at 
Ge 318t, 1957. 


Institute Awards 


The Institute's Silver Medal was awarded for valuable 
contributions to the technique of the profession to Mr 
William Edward Harrison, F.c.w.a., Mr Frederick 
Charles Lawrence, M.C., B.SC.(TECH.), A.M.LE.E., 
F.C.W.A., and Mr George Cecil Stone, F.C.W.A. 


Examinations 


The usual examinations were held in June and 
December 1957, at which a total of 9,332 candidates 
presented themselves, including 1,575 overseas. 

The comparative figures for the past six years are 
as follows: 


1952 «05,954 1955 iv 7,9824 
1953 ,820 1956 . 8,478 
1954 . 7,089 1957 - 9,332 


[The following is a summary of the combined results 
of the examinations held in June and December 1957, 
as shown in the annual report:] 





No. of 

Candidates Passed Failed 
' Preliminary (June 1957 ud 229 77 152 
Intermediate, Part I 2,750 850 1,900 
Intermediate, Part II ; 2,410 649 71,761 
Intermediate, Parts I and Hi 99 3881 511 
Final, Part A only 329 104. 225 
Final, Part B only 1,149 355 794. 

Final, completed either both 

Parts together, or remain- 
' — ing Part .. 1,463 4960! 967 

. Fellowship (June 19 57 only) 103 17 
9,332 2,936 6,396 
Branches 


Branches, sub-branches and students’ societies in the 
United Kingdom and centres in South Africa and 


1 Includes 189 who were successful in Part I only. 


? Includes 79 sitting for both parts together who were 
auccessful in one part only. 
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Southern Rhodesia continued to run full programmes 
of lectures, demonstrations, study groups, and visits 
to various types of manufacturing plant and other 
installations. 

The Council record with pleasure that on April 4th, 
1957, the Bristol Branch held an annual dinner to 
celebrate the twenty-first anniversary of the founding 
of the branch. 

A conference of branch honorary secretaries was 
held in London on May 3oth, 1957, when matters 
connected with branch policy, organization and 
administration were considered. 


National Cost Conference 
Twenty-eighth National Cost Conference 


À record number of members attended the conference 
sessions of the twenty-eighth national cost conference 
held at The Connaught Rooms, London, on the after- 
noon of Thursday, May 3oth, 1957, and the morning 
and afternoon of Friday, May 31st, 1957. The main 
theme of the conference was ‘Electroni¢s in industry’, 
and at the opening session The Rt. Hon. The Viscount 
Chandos, D.S.0., M.C., chairman of Associated Electrical 
Industries Ltd, addressed the meeting on “The 
economic consequences of electronics in industry’. 

On the evening of Thursday, May 30th, 1957, the 
President and Mrs Morrow held an informal reception 
in the Livery Hall of The Worshipful Company of 
Stationers and Newspaper Makers, by kind permission 
of the Master, Wardens and the Court of Assistants. 

At the formal opening of the conference sessions on 
Friday, May 31st, 1957, the presidential address was 
given by Mr Ian T. Morrow, C.A., F.C.W.A., and was 
followed by the presentation of the Institute silver 
medals. 

Mr R. H. Tizard, B.A., M.LE.E., of the London 
School of Economics and Political Science, gave a 
paper at the morning session on ‘Automatic control 
and computing in industry’. At the resumption of the 
conference in the afternoon, Mr E. M. Renals, A.c.w.a., 
spoke on 'Electronics in the office: planning and 
installation’, and Mr G. J. Pierce, F.C.W.A., on 
*Electronics in tbe office: future possibilities'. 

'The Institute annual banquet followed by a dance 
was held at The Dorchester, London, on the evening 


of Friday, May 31st, 1957, when The Rt. Hon. The 


Lord Mancroft was the principal guest. 


Seventh International Congress of 
Accountants 
The Institute was strongly represented at the Seventh 


International Congress of Accountants held in 
Amsterdam on September oth to 13th, 1957. Mr J. P. 
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Wilson, F.C.W.A., gave a paper on "Budgeting and. the 
corresponding modernization of accounting'.! 

The official delegation consisted of Mr James 
Borsay, F.C.w.A., President of the Institute; Mr G. 
Nicholson, F.c: W.A., a Past President of the Institute; 
Mr R. Glendinning, M.A., C.A., F.C,W.A.; Mr S. Vieyra, 
B.COM., C.A.(S.A.), A.C.W.A.;-and Mr TL P Wilson, 
F.C.W.A., together with Mr Stanley J. D. Berger, M.C., 
F.C.I.8., Director of the Institute, and Mr Derek du Pré, 
Joint Secretary of the Institute. Many other members 
of the Institute were present. 

The President gave a luncheon party to representa- 
tives of the other E bodies taking part in 
the congress. 


QUEL ui EE Ta 500 

T IM .Kindred Societies . 

The Geen dese to place on record their appreciation 
of the helpful co-operation of the kindred’ professional 
Societies'in the United Kingdom and abroad. : 

'. The ‘Council have- noted with pleasure the services 
given by members of the Institute to a number of 
other organizations, some of which are given in the 
following paragraphs. 

At a one-day conference on cost reduction, organized: 
in January 1957, by the North London Committee of 
the British Productivity Council jointly with the 
Institute, the chair was taken by Mr Ian T. Morrow, 
C.A., F.C.W.A., a Past President of the Institute. Papers 
were given by Mr W. Coutts Donald, C.A., F.C.W.A., 
on ‘Organizing for cost reduction’; Mr R. Warwick 
Dobson, C.A., F.c.W.A., on ‘Figures for cost reduction’;? 
and Mr H. J.-Furness, F.c.w.a., on ‘Incentives’. 

A paper on ‘Forecasting cost behaviour’ was given 

by Mr H. H. Norcross, F.C.W.A., at the northern 
management conference held by the British Institute 
of Management at Southport in March 1957. 
_ One of the sessions at a week-end conference held 
in March 1957, by the Institute of Municipal Treas- 
urers and Accountants at Oxford, was addressed on 
"Recruitment and training of the finance officer in the 
public service’, by Dr J. M. S. Risk, B.COM., PH.D., 
C.A., F.C.W.A., A.C.I.S. 

Dr J. M. S. Risk also gave a paper on “The account- 
ing panorama’,? at the ann conference of the 
Chartered Institute of Secretaries held in Cardiff in 
May, 1957. 

A one-day conference on industrial organization and 
forward planning was organized by the Institute of 
Directors in London in May 1957, at which Mr F. 
unes F.C.W.A., gave a paper on ‘Control of the 
plan'. 

A paper was given by Mr F. T. Hunter, F.c.a., 
F.C.W.A., on “The cost of automation’, at a conference 
held by the Institution of Production Engineers at 
Harrogate in June, 1957. 

'The first of a series of cost study conferences organ- 
ized by the Council of Ironfoundry Associations took 
place in London in June at which Mr W. E. Harrison; 
F.C.W.A., a Past President of the Institute, and Mr 
H. P. Court, r.c.w.A., conducted the ‘sessions on "The 
elements of foundry costing’. 


1 Reproduced in: The Accountant, October 26th, 1957. 

* Reproduced in The Accountant, November agrd and 30th, 
1957. ` 

: Reproduced i in The Accountant, May asth ie June 1st, 
1957. 
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Mr Ian T. Morrow, C.A., F.C.W.A., gave a paper 
entitled ‘Current problems i in ‘management accounting’ 


at the fifth summer school of The Institute of Char- 


tered Accountants of Scotland, held in July 1957, at 
St Andrews University. 


Research and Technical Activities 


Progress on the various research projects continued 
throughout the year, and in particular on the proposed 
publications on marginal costing and business fore- 

casting. Research work into the effect of product mix 
was started towards the end of the year and plans were 
laid for a series of residential courses on automatic data- 
processing to be held in 1958. 

The Institute played a prominent role in the for- 
mation of the British Conference on Automation and 
Computation, and Mr E. M. Renals, A.C.W.A., tepre- 
senting the Institute, was elected vice-chairman o£ 
Group B - the section dealing with computation and 
control: the Institute is also an additional sponsor of 
Group C - the group for the sociological and economic 
aspects of automation. 

The series of articles on costing first published in 
Target, a monthly bulletin circulated widely in 
industry, was reprinted as a booklet under the title of 
Costing Matters by the British Productivity Council, 
in conjunction with the Institute, and published in 
September 1957. 


Summer School 


The eighth residential summer school was held in St 
Catharine's College, Cambridge, from September SSES 
to 29th, 1957. The subjects and speakers were: 

"The cost accountant and automation in the factory' " Zi 
Mr Alan Kenyon, B.COM., F.C.W.A., A.A.C.C.A., A.C.I.S., 
A.M.B.I.M. 

"Ihe cost of variety’, by Mr C. E. Power, A.C.A., F.C.W.A. 

“The economics of plant replacement’, by Mr J. A. Scott, 
C.A., F.C. W.A. 

‘The role of the banks in the national economy’, by Mr 
W. Manning Dacey, gi in Adviser to Lloyds Bank 
. Ltd and Editor of Lloyds Bank Review. 


The Council desire to record their appreciation of 
the facilities provided by the College authorities and 
the excellent arrangements made by them for the. 
Institute's summer school; also their cordial thanks to 
the speakers and group discussion leaders. 


Recruitment and Training 


The need to bring cost accountancy ‘as a career to the 
notice of school-leavers and university graduates has 
been constantly in mind, and contributions have been 
made to a number of newspapers and journals on the 
subject. 

In October 1957, the Institute organized, in et, 
laboration with the further education department of 
the London County Council, a one-day refresher 


course for members engaged in the teaching of costing. 


New Premises 


To provide the necessary additional accommodation 
for the expansion of the work of the Institute, negoti- 
ations were concluded during the year for the acqui- 


sition. of the lease of the adjoining premises, No. 65 


Portland Place, and for an extension of the lease of the 
present premises. ‘The requisite structural SSES 
fre in progress. 
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- LONDON AND DISTRICT SOCIETY OF 


| CHARTERED ACCOUNTANTS 
| | OBLIGATIONS OF MEMBERS 


A profession may get along well enough for a time 
if it enjoys inspired leadership, but in the long run it 
will languish unless it has the active support of its 
individual members,’ said Mr E. Kenneth Wright, 
M.A., F.C.A., presiding at the sixteenth annual general 
meeting of the London and District Society of 
Chartered Accountants on Thursday. 

| Mr Wright said that the committee’s report for 
1957-58 showed that the year had been a successful 
one. "I'he most important matter’, he said, ‘has been 
integration with The Society of Incorporated Account- 
ants. We have done our best to make integration at 
the district level a success and to assure former incor- 
porated accountants that they will receive a warm 
welcome. Invitations were issued in the first week of 
‘November to all in our area, and nearly two thousand 
'have so far joined our Society. The size of the numbers 
involved shows the difficulty of making personal con- 
tact: I hope our new members will help us by attending 
Dur functions and making themselves known; may I 
repeat again, we are very glad to have them with us. 
„At the committee level integration has been a complete 
isuccess. 


Size of the London Area 


"Our area extends from Bedford to Guildford and 
from Oxford to Southend. There are ten thousand 
Imembers of the Institute within these bounds of whom 
‘about a half have joined the London and District 
| Society. How can we organize such an area so that it 
‘is a dynamic, homogeneous body enjoying local 
| loyalties such as the smaller provincial district societies 
| possess? ‘This is our main problem. Some day perhaps 
.a new Home Counties District Society will be hived 
off from our area; this will depend upon the emergence 
OF strong local leadership and will in any case depend 
upon the initiative of the Institute rather than our- 
| selves. In the meantime we are doing what we can by 
, way of decentralization. We started the year with local 
| groups at Reading and Southend and within the past 
month two promising new groups have been formed. 
. One covers Bedfordshire, Buckinghamshire and Hert- 
| fordshire, and the other Oxford and District. I am 
most grateful to the members who have undertaken 
| the organization of these groups. We wish them 
| every success.’ 
Mr Wright went on to refer to other activities of 
the Society and he appealed for increased support of 
, the evening lectures held during the winter season. 
He continued: 


| Autumn Meeting. 


| ‘During the year Mr Aston and his committee have 
been preparing for the Autumn Meeting of the 
| Institute which is being held in London on October 
| and, 3rd and 4th. They have had a lot to do and have 
| produced an important and enjoyable programme. 
. I have no doubt that the papers and discussions at the 


business sessions will create a climate of opinion 
which will influence the progress of the profession in 
future years, The social side promises equally well: it 
offers a wide variety of attractions with a particularly 
London flavour and the ladies will find that they have 
been well catered for. 

‘I confess I am addicted to autumn meetings — 
I have been to each of the five that have been held 
since the war and I am convinced they serve a very 
useful purpose. Some people argue that the papers 
can equally well be read in the professional Press, 
but reading is a poor substitute for actual participa- 
tion in the meetings. The informal exchange of ideas 
and information is invaluable — ‘What is all this about 
the incorporation of professional firms?" “How are 
your surtax cases getting on now the umbrella has 
been removed?” “What are you doing about manage- 
ment accounting?” “How do you get such a steady flow 
of good articled clerks?" I have rarely returned without 
a fund of new ideas which have stimulated my profes- 
sional work. And the social functions, besides being 
enjoyable in themselves, have led to many friendships, 
both for myself and my wife, which we greatly value. 
Above all, the autumn meetings underline our member- 
ship of a great profession; if we are to be good account- 
ants we cannot work in a vacuum and association with 
our colleagues is essential; from such association we 
derive a sense of direction, purpose, standards and 
community.... 
‘This will be the first autumn meeting to be held in 
London since 1921 and the first your committee has 
organized. It is a heavy responsibility and it gives the 
London and District Society a great opportunity. I 
hope that a large number of London members, and 
their ladies, will attend, not only to support the occa- 
sion, but also because it will help to bring our Society 
together. If this statement of mine should be read by 
any of our friends outside London, may I assure them 
of a warm welcome and say that I hope we shall be 
able to reciprocate the hospitality which we have 
often enjoyed at their meetings. ... 


The Obligations of Members 


‘I have given you a brief review of the state of affairs 
of your Society and of the problems of your com- 
mittee. May I end with a brief word about your 
obligations as members. To do so may appear pompous 
and didactic; please believe me when I say I do not 
intend it that way. A professional man is not an 
individual working alone; he is a member of an 
organization which depends for its strength on the 
interchange of ideas, on standards of work, conduct, 
and etiquette built on the association of its members, 
on communal research. A profession may get along 
well enough for a time if it enjoys inspired leadership, 
but in the long run it will languish unless it has the 
active support of its individual members. Indifference 
is today a real danger, whether it be in the affairs ot 
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Church or State, local government, trade unions or 
professional associations.. So I conclude by asking 
all members to take an interest in the London and 
District Society — attend its functions, join its groups, 
stand for its committee, help its student Societies, 
support its efforts for the Benevolent Association, 
encourage it, criticize it by all means, but do not be 
apathetic towards it.' 


Elections to the Committee l 
After the adoption of the annual report, no election 
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was necessary in the following categories, those 
nominated filling the vacancies: 

Members in practice: Messrs J. A. Allen, G. F. 
Ansell, J. D. Russell, H. Gordon Smith, Miss Ethel 
Watts and Mr E. K. Wright. 

Member in the service of a practising accountant: Mr 
G. B. C. Hughes. 

Members not in either of the foregoing categories: 
Messrs J. S. Harrower, R. O. A. Keel, and J. R. 
Robinson. js 


Notes and Notices 


PERSONAL 


Messrs Lrovp WiLtLiAMs & SuNTER, Chartered Ac- 
countants, of Midland Bank Chambers, High Street, 
Wrexham, announce that Mr MICHAEL CALVERT 
SUNTER, A.C.A., who has been associated with the firm 
for a number of years has been admitted into partner- 
ship as from May 8th, 1958. 

Messrs Scot SIMMONDS & Co, Chartered Account- 
ants, of Bank Buildings, 72 High Street, Teddington, 
Middlesex, announce that they have admitted Mr 
NICHOLAS GRENFELL, A.C.A., into partnership as from 
April 21st, 1958. Thé name of the firm remains 
unchanged. 


Messrs BARBER, BrLLHoUsE & Co, Chartered. 


Accountants, announce that they have amalgamated 
with Messrs G. LuckgunsT & Co, Chartered Account- 
ants, as from May rst, 1958. They will practise under 
the name of BARBER, BELLHOUSE & Co at their offices 
at Nakuru, Nyeri, Nanyuki, Nairobi and Thompson’s 
Falls, Kenya. 

Messrs Epwin Hussar & Co, of 20/21 Tooks Court, 
Cursitor Street, Chancery Lane, EC4, announce that 
Mr PATRICK LLEWELYN JONES, A.C.A., and Mr ALBERT 
CHARLES PLUMERIDGE, A.A.C.C.A., will be admitted 
into the partnership ass from June rst, r958. The 
practice will be continued under the same name as 
heretofore. 


PROFESSIONAL NOTES 


Mr J. Hume, C.A, ac.w.a., has been appointed 
company secretary, in addition to his position of 
chief accountant, of the North British Rubber Co 
Ltd. 

Mr W, E. Barnes, C.A., a director of Shaw-Petrie 
Ltd and subsidiary companies, has been appointed 
financial director of Shaw-Petrie Ltd and Clyde Tube 
Forgings Ltd. 

Mr H. C. Swindal, GA, has been appointed 
general manager finance and accounts, Shell-Mex 
and B.P. Ltd. 

Mr E. S. Poyser, M.A., A.c.A., has been elected to 
the Council of the National Association of Goldsmiths. 

Mr N. G. Lancaster, M.B.E., A.C.A., has been elected 
President of Birmingham Chamber of Commerce. 

Mr John Hall, a.8.a.a., A.1.M.T.A., has been appointed 
borough treasurer of Wigan; Mr Hall has been deputy 
borough treasurer for ten years. 

Mr W. Macfarlane Gray, F.A.C.C.A., has been elected 
Provost of Stirling. 


Sir Harold Gillett, M.C., F.C.A., has been re-elected 
chairman of the London Chamber of Commerce. 

Mr R. Davis, F.I.M.T.A., at present chief accountant 
of the West Midlands Gas Board, has been appointed 
chief accountant of The Gas Council as from the end 
of September. 


SIR HAROLD HOWITT HONOURED 
BY NOTTINGHAM UNIVERSITY 


The honorary degree of Doctor of Laws was con- 
ferred upon Sir Harold Howitt, ong, D.8.0., M.C., 
D.L., F.C.A., by the University of Nottingham at a 
ceremony held in the Albert Hall, Nottingham, on 
May.16th. The honour is in recognition of Sir Harold’s 
services to the accountancy profession; Sir Harold is 
a native of Nottingham and served his articles there. 

The ceremony was preceded by a luncheon attended 
by seven other graduands, while on the previous day 
Sir Harold was the guest of honour at a luncheon given 
by the Nottingham Society of Chartered Accountants 
when he was presented with a silver fruit bowl in 
appreciation of his work for the profession over many 
years. 


AUDITORS FOR NINETY-ONE YEARS 


The resignation of Mr William Cash, F.C.A., as auditor 
of the National Provident Institution brings to an end 
an unbroken association that his family has had with 
the Institution for ninety-one years. 

^. Mr Cash's great-grandfather was one of the original 
directors and from 1835-49 was one of the trustees. 
His death in 1849 brought a gap in this active family 
‘association until 1867 when his son was elected to be 
an auditor. This second Mr William Cash was suc- 
ceeded by his son in 1891. In 1939, the present Mr 
William Cash became auditor thus becoming the third 
generation to hold the position and continuing the 
family association which has now lasted for ninety-one 


years. 

Mr R. A W. Caine, F.C.A., a partner in the firm of 
Cash, Stone & Co, Chartered Accountants, of London, 
succeeds Mr Cash as auditor. 


EDUCATION DIRECTOR FOR 
AMERICAN INSTITUTE 
Mr Wilton T. Anderson, C.P.4., has been appointed 
director of education of the American Institute of 
Certified Public Accountants. Mr Anderson, who 
joined the Institute staff in 1957 as assistant to the late 
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| 
Robert L. Kane, jun., was formerly the head of the 
department of business a tration at Bowling 
Green College of Commerce in Kentucky. Previously 
he was an associate professor of accounting at the 
University of Colorado. 

| As director of the American Institute's education 
department, Mr Anderson's primary duty will be to 
supervise the preparation and grading of the uniform 
certified public accounting examination. The examin- 
ation is now used by the boards of accountancy in all 
forty-eight States, the District of Columbia, Alaska, 
ES Puerto Rico and the Virgin Islands. 


|  . BANKRUPTCY AND DEEDS 
| OF ARRANGEMENT REPORT 


i 
The report of the Board of Trade for 1957! shows that 
receiving and administration orders in England and 
ales numbered 2,061, seventy-five fewer than in the 
previous year, and the lowest number since Lost, 
| The six principal groups of trades affected were 
builders, farmers, retail grocers and provision mer- 
Ghants, hotel keepers and publicans, restaurant, café 
ide snack bar proprietors, and. retail clothiers and 
pers and accounted for 744 failures as compared 
with 685 in 1956. Among the total of 2,061 failures 
there were eight accountants. 

In 1957, 1,621 official and 542 non-official trustees 
were released: eighty-eight more than in the previous 
year. Details of the financial results of the trustees’ 
administration are given in the report. 

| The report also gives details of the results of the 
522 debtors’ applications for discharge dealt with 
during the year; of the ninety-three prosecutions in 
respect of bankruptcy and other offences reported by 
the official receivers; of the 322 deeds of arrangement 
registered during 1957 and of the final accounts rendered 
in respect of the 231 deeds of arrangement concluded 
during the year. 

^. GOST AND WORKS ACCOUNTANTS’ 
NATIONAL COST CONFERENCE 


An additional speaker at the twenty-ninth national cost 
conference of The Institute of Cost and Works 
ccountants to be held in London from June sth to 7th 
will be Mr Victor Feather, assistant secretary to the 
"l'rades Union Congress. Mr Feather will address the 
conference on June sth on "T'he relationship between 
rnanagement and labour’. 
| The conference, of which full details were announced 
in our issue of April 26th, will be held at The Con- 
naught Rooms, Great Queen Street, WC2, and SS) 
have as its theme ‘Electronics in industry’. 


CAREER OF OPPORTUNITY. 


A booklet entitled Accountancy — a Career of Oppor- 
tunity has recently been issued by The Association 
f Certified and Corporate Accountants for the 
information of school-leavers, careers masters and 
youth employment officers. 

| The booklet points out that accountancy offers 
more opportunities to the average boy and girl than 
most other professions because, in the post-war world, 
finance has become a key factor in ae E of 
évery kind. 


1 Bankruptcy General Annual Report for the Year 1957. 
H.M.S.O. 1s 6d net; by post rs 8d. 


THE 
ACCOUNTANT 


643 


CHARTERED ACCOUNTANTS’ |... 
LODGE NO. 3162 


At the installation meeting of the Chartered. Account- 
ants’ Lodge, No. 3162, at The Piccadilly Hotel, Regent 
Street, London, Wr, on Wednesday, May 14th, W. 
Bro. Rodway Stephens, L.G.R., was installed in the 
chair by W. Bro. Miles Cecil Rhodes, P.P.G.5TD. 

The officers appointed were: 

W. Bro. Rodway Stephens, L.G.n., P.M., W.M.; W. Bro. 
Miles Cecil Rhodes, P.P.G.STD., J.P.M.; Bro. J. K. White, 
S.W.; Bro. L. J. Northcott, 7.W.; W. Bro. H. M. 
thorne, L.G.R., P.M., Treasurer; V. 
Bostock, P.G.TREAS., P. A. , Secretary; W. Bro. D. Percy Jones, 
L.G.R., P.M., D.C.: Bro. W. . Parton, S.D.; W. Bro. 
A. A. B. Yeatman, P.G.8TD., SE Organist; Bro. K. S. 
Carmichael, F.D.; Bro. Harry Hodgson, I.G.; Bro. G. S. 
H. Dicker, Steward; W. Bro. R. H. T'ruelove, L. G.R., Tyler. 
Amongst those present were: 

V. W. Bro. H. A. R. J. Wilson, P.G.TRRA&R,, P.P.G.W. 
(Middx.); W. Bro. G. A. a. W.M., Incorporated 
Accountants! Lodge; W. Bro. J. Chaumeton, P.M., 
Incorporated Accountants’ Lodge; e Bro. H. A. King, 
W.M., Semper UR ans Lodge; W. Bro. Wallace Hepburn, 
L.G.R., P.A.G.D.C.; Bro. CG F. Sanger, P.A.G.D.C.; W. Bro. 
A. J. Rowe, pop: W. Bro. W. G. Campbell, L.G.R., P.M; 
W. Bro. N. H. Stubbs, L.G; W. Bro. F. Clive de Paula, 
T.D., P.M; W. Bro. S. A. Spofforth, Lon. P.P.8.G.D. 
(Sussex). f 

The next meeting of the Lodge on Wednesday, 
October rst, occurs just before the, opening of the 
Institute's autumn meeting. It was suggested that 
brethren visiting London for the meeting might be 
given the opportunity of attending the Lodge on 
October rst. Masons interested in this suggestion are 
invited to write before July 31st, to the secretary, 
V. W. Bro. Geoffrey Bostock, P.G.TREAS., at 21 Iron- 
monger Lane, London, EC2. 


BRADFORD AND DISTRICT CHARTERED 
"^ ACCOUNTANT STUDENTS’ SOCIETY 


The annual report for 1957 of the Bradford and 
District Chartered Accountant Students’ Society 
records a membership of 282 at the year-end. 
Sixteen lecture meetings and works visits were 
arranged, and a residential course was held in March. 
A Halifax Branch of the Society was inaugurated in 
February and in addition to a programme of visits to 
industrial undertakings there was a lecture and a 
cricket match. A similar programme was arranged by 
the Huddersfield Branch. 
The following officers have been elected for 
1958-59: | 
President: Mr G. M. Holroyde, F.c.a. 
Vice-Presidents: Mr F. W. Boyce, M.C., T.D., F.C.A., and 
Mr W. A Heap, B.A., LL.B., A.C.A. 

Secretary: Mr R. B. Knowles, A.C.A., 45 Duckworth 
Grove, Bradford, 9 

Treasurer: Mr A. J. de L. Taylor. 

Lecture Secretary: Mr C. Dean. 

Membership Secretary: Mr J. S. Hendry. 

Bradford Tuition Secretary: Mr W. D. Hitchenor. 

Librarian: Mr R. S. Fraser, B.COM., A.C.A. 


"THE NORTHERN CHARTERED 
ACCOUNTANT STUDENTS’ SOCIETY 
The report for 1957 of the committee of the Northern 
Chartered Accountant Students’ Society records a 

. membership at the year-end of 401. 
An extensive programme of lecture meetings was 
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held in 1957 and the committee reports that attendance 
showed a marked improvement on that during the 
previous year. Once again the highlight of the year was 
the annual residential course which took place at 
University College, Durham, from April 13th to 15th. 
The course was divided into Final and Intermediate 
classes, and the high standard of previous years was 
well maintained. 

Saturday morning tuition classes were again held. 
The committee expresses the wish that the improve- 
ment in attendance shown i in 1957 will continue even 
further. 

The North Westen Branch of the Society. alas held 
a comprehensive series of lecture meetings. 

The following officers -and committee have been 
elected for 1958-59: ` 
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President: Col. R. Mould Graham, 0.B.E., M.C., T.D. 
D.L., F.C.A. 

Chairman: Mr K. Patterson, A.C.A. 

Vice-Chairman: Mr B. H. Newton, A.C.A. 

Hon. Auditors: Mr F. S. Thompson, F.c.a., Mr G. ‘Stobbs 

Hon. Treasurer: Mr W. F. Partridge. 

Hon. Secretary: Mr D. J. Croucher, c/o Price Waterhous: 
& Co, 31 Mosley Street, Newcastle upon Tyne, 1. 

Hon. Membership Secretary: Mr R. S. Morpeth, ch 
Messrs Humble & Glenton, Post Office Chambers 
St Nicholas Street, Newcastle upon Tyne, 1. 

Committee: Messrs R. J. Churchill, M.A., A.C.A, J. R 
Barker, M. Harris, J. E. 'Mattinson, G. Murrin, A.C,A. 
Es R. L. Parkinson, S. H. Reilly, G. Whitehead. E: 

: Messrs R. P. Winter, M.C., T.D., D.L., F.C.A. 

d M. S. E F.C.A., O. J. Saint. 


| ACCOUNTANTS? CROSSWORD | 


Compiled by Kenneth Trickett, A CA. 


"LELELELELLLELE 
"uu WR WR 
a A | ||| |. 


y 0o. 
SW l i 
D $ a 
i LJ 


13. Company under ubere provides standard money foi 


ACROSS 7 
1. How the.Danckwerts Award applied; it spelt recovery 
_ in a way (15). 
4. Legal action one might follow in clubs (4), 
8. See 17 across. 
9. Nothing to write — not finally settled (4). 





I2. See 17 across 

IS. Turn to one’s profit what 4, 7 and xo are in and obtair 
probate (7). 

17, io e SAU UNIONIS 

7» 5, 2, 11 

I8. A secret, perhaps, for institutes (7). 

I9. Successor who gets upset in a south-eastern county D 

20 & 25. Hotel accounts used as security (13, 5). 

24. 19 is excluded by this male (4). 

SE The pena Ity of a fictitious 7 ( 

26, ty of a ous 7 (4). 

27. Pose singly, and press; SE making a favourabl 
impression (15). . 


DOWN 
r. Plant overcharge (4). 
4. Unlawful taker if the letters are in order (5). 

- 3. Company formers who raise rupees to a hi her grade (9) 
4. Many unproductive, but in good order and condition (5 
5 
6 


. Dear from thinking (9). 
: de monetary unit used in many IUS 


| es (3). 
I0. Distribute i in sharea (9). 
II. Present(9). - 


bank accounts (5). 

I4. À number are deprived of the o EE of 9 on 
I6. Vo BRA rd cdd 
les A and B, for instance (9). 
21. Pos old halfpennies for payments in Ve (5). 
22. Due to gain and go back outside (5). . 

23. Tax, of excess profite, possibly (4). ^ — 
24. Send round this end for another perquisite (3). . 


E The solution willbe published in next mec Zoe, 


“JOHN “FOORD & COMPANY 


56. VICTORIA STREET, LONDON, SW 


Telephone: Victoria 2002 (3 lines). 


VALUERS AND ASSESSORS: 


OF WORKS, FACTORIES, PLANT & MACHINERY, Ete. ` 
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gd following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council Meeting held on May 7th, 1958, who com- 
pleted their Fellowship or s E d before May 
20th, 1959; 

. Associates elected Fellows 


Ahearn, foka William Lawrence; A.C.A., 1958; (S. 1932); 
(Ahearn, Martin & Co), 4 Great Winchester Street, 
London, EC2, and at Brighton. 

Banting, Henry Cecil T.p.; A.C.A., See (S. 1922); 

' (Banting, Widger & Co), 453A High Road, Wembley, 
. Middlesex. . 

Berry, Idris Lawton, p.r.c.; A.C.A., 1958; (S. 1948); Ge 
Piggott & Co), 2 Cooper Street, “Manchester, 2 2. 

Blagg, Charles William; A.C.A., 1947; (Dean & Son), 4 
| Market Square, Stafford; also at Hanley (Blagg & Den. 

Boxall, George Gordon; A.C.A. 4 1952} ie Cossart 

| & Wells), 103 Cannon Street, London, EC4. 

Butt, Charles Arthur; A.C.A., 1958; (S. 1937); (D. A: Owen 
, & Co), ar The Parade, Leamington Spa. 

G /arke, Walter John Lewis; A.C.A., 1948; (Hodgson, Harris 
& Co), 55 Eastcheap, London, EC3; (for other towns see 
| Hodgson, Harris & Co). 

Comey, Stanley James; A.C.A., 1952; (L. Milburn & Co), 
48 West Sunniside, Sunderland, 

Dean, Walter Richard, pa: A.C.A., 1952; (Dean & E 

| 4 Market Square, Stafford; also at Hanley (Blagg & Dean 

Dobson, Alfred Reginald; A.C.A., 1958; (S. 1934); (A. R. 

; Dobson & Co), ‘Firle’, Park Road, Kenley, Surrey. 

Eagle, Reginald James Humphry; A.C.A. ., 1953; (Shipley, 
E ee Sutton & Co), 52/53 Jermyn Street, London, 

I 

Illam, Dennis; A.C.A., 1950; (Middlemiss, Sheasby & Co), 
Panton House, 1 Howard Street, London, WC2. 

Fellows, Joseph Herbert; A CA. 1958; (S. 1924); (Spencer, 

| Fellows & Co) and (Geo. W. Spencer & Co), 110 Cannon 

' Street, ani oin EC4, and at Chelmsford. 

Fox, John Alexander Don, M.A; A.C.A., 1950; (Baker, 

' Todman & Co), Canada House, Norfolk Street, Strand; 
London, WC2. 

Fullerton, Frederick Jobn; A.C.A., 1946; (Walker, Fullerton, 
dpa & Co), 10 Clarendon Road, Leeds, 2, and at 

, Harro 

Gibson, m John; A.C.A., 1958; (5. 1953); (Leslie 
Furneaux & Co), Barclays Bank Chambers, 141 Streat- 
ham High Road, London, SW16. : 

Hackwood Frank, T.D; A.C.A;, 1923; "Ihule', Camden 
Park Road, Chislehurst, Kent, 'and at Bromley. 

Hall, William Horner; A CA. 1948; (Hodgson, Harris & 

Co), Bank Chambers, Parliament Street, Hull; (for other 
towns see Hodgson, Harris & Co). 

Harris, Albert Charles; A.C.A., 1958; (S. 1927); (Harris, 
Funnell & Co), 12 Grosvenor Street, New Bond Street, 

. London, Wi. 


'S' means year of admission to membership of the Society. 


Harris, Michael; A.C.A., 1958; (S. 1946); (Michael Harris 
& Co), 45 Whitehall, London, SWir. 

Hobson, David Constable, MA: A.C.A., 1950; (Cooper 
Brothers & Co) and (Coopers & Lybrand), 14 George 
Street, Mansion House, London, EC4, and at Lagos. ` 

Jeffery, Arthur Leonard; A.C.A., 1958; (S. 1923); 8 King 
Edward Street, Oxford. 

Jones, Donald Philip; A.C.A., 1940; (Cowcher, Whitaker 
& Co), 1 Whitfield Street, Gloucester. 

Jowett, George; A.C.A., 1958; (S. 1949); (Lloyd, Piggott & 
Co), 2 Cooper Street, Manchester, 2. 

Knights, Donald Stanley; A.C.A., 1947; (Gilberts, Hallett 

`” & Eglington), 51 Coleman Street, London, EC2. 

Law, Raymond; A.C.A., 1948; (W. E. & H. R. Stacey), 
10—12 James Street, Liverpool, 2, and at London. 

‘Milburn, Thomas Stanley: A.C.A., 1958; (S. 1935) 71 
Howard Street, North Shields. 

Mitchell, Percy; ACA, 1958; (S. 1938); (P. Mitchell & 
Co), 284 Regent’s Park Road, Finchley, London, N3. 

Mowforth, George McKee; A. C, A., 1953; (Hodgson, Fame 
-& Co), Bank Chambers, Parliament Street, Hull;. (for 
~ other towns see Hodgson; Harris & Co). 

Neal, Geoffrey Géorge; A.C.A., 1958; (S. 1927); Salisbury 

e S uare House, Salisbury Square, Fleet Street, London, 

4. 

Nutt, Geoffrey; A.C.A., 1958; (8. 1932); (Richardson, Nutt 
& Co), St James’s Chambers, St James’s Street, Derby. 
Palmer, Joseph; A.C.A., 1948; (Hodgson, Harris & Co), 
Bank Chambers, Parliament Street, Hull; (for other 

towns see Hodgson, Harris & Co). 
1952; Kingston 


Rollings, Geoffrey Gordon; A.C.A, 
Chambers, Church Place, Neath, Glam. 

Rushton, George Eric; A.C.A., 1958; (S. 1949); (G. E. 
Rushton & Co), 36 North Parade, Bradford, 1. 

Solomon, Henry Desmond; A.C.A., 1934; (THoge, 
Bullimore & Co), 3 Throgmorton Avenue, London, EC2, 
and City Gate House, Finsbury Square, London, EC2; 
also at Norwich and Tangier. 

Swindells, Bertram; A.C.A., 1958; (S. 1936); Swindells & 
Gentry), New Olives, High Street, Uckfield, Sussex, and 
at Seaford. . 

Thomas, Olivér John; A.C.A., 1958; (S. 1930); (David & 
Thomas), 1814 Broadway, eyheath, Kent. 

Thornton, Peter; A.C.A., 1948; (P. Thornton & Co), 4 
School Street, Radcliffe, mear Manchester, and at 
Heywood. 

Walton, Ernest; A.C.A., 1958; (S. 1939); (Lewin, Leaf & 

"^ Walton), Foley House, 124 Maddox Street, London, W1. 

Webber, John James, m.c.; A.C.A., 1951; (Amherst & 
Shapland) 10 Holloway Street, Minehead, Somerset, 
and at Wellington; also at Wiveliscombe; (Arthur H. 
Williams). 

Wheeler, Leslie Stephen; A.C.A., 1933; (L. S. Wheeler & 
Co), 132 Maida Vale, London, W 

Whitehead, Leonard Raymond; ACA. 1958; (S. 1942); 
(L. R. Whitehead & Co), 73 Stamford Road, Mossley, 

. near Mancbester. ; 
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Aris, Peter James Perkins; A.C.A, 1958; 36 Quadrant Road, 
Thornton Heath, Surrey 

Atkinson, John; ACA, 1 1958; with Sansom, Bell & Co, 
e Victoria Road, ‘Darlington 

Atkinson, Walter John, B.COM.: A.C.A., 1958; with Price 
m due & Co, 31 Mosley Street, Newcastle upon 


Bana, Manes Frederick George; A.C.A., 1958; with 

Slater, vid & Swann, Sussex House, Hobson Street, 
ri 

Bennett, Monte Alfred; A.C.A., 1958; with Maurice 
Thei & Co, 19 Charing Cross Road, London, WCa. 

Bennigsen, Colin Frederick Gregory; A.C.A. T 1958; 2 The 
Chase, Reigate, S 

Blessitt, Malcolm; ACA, 1958; with Peat, Marwick, 
Mitchell & Co, 2 Park Place, Leeds, 1 

Bolster, Jack Ronald; A.C.A., 1958; with Derbyshire & Co, 
73-78 High Holborn, London, WCzi. 

Bradburn, David Richard; A.C.A., 1958; with John 
Fairhurst & Tyrer, 15 Bridgeman Terrace, Wigan. 

, 1958; 1 Holly Walk, 


Bramwell, John William Ellis; A.C.A. 
Canvey Island, Essex. 
Brown, Cyril F rederick: A.C.A., 1958; with Viney, Price & 
Ge en Empire House, St Martin's-le-Grand, Lon- 
on, EC1 
Se E James; A.C.A., 1958; 82 Beechcroft Road, 


Ipswi 
Burnett-Hurst, Clive Robert; A.C.A., 1958; with Wilkinson 
& Freeman, "Starkie House, Starkie Street, Preston. 
Butcher, Jack Basil; A.C.A., 1958; with +Sprague, Nichol- 
son, Morgan & Co, Chancery House, Chancery Lane, 
London, WC2. 
Callis, Sidney, B.SC.(ECON.} A.C.A., 1958; with Ridley, 
wo & Sainer, 10 New Court, Lincoln's Inn, London, 


Cargill, Ian James; A.C.A., 1958;. with Peat, Marwick, 
Mitchell & Co, 17 Eldon Square, Newcastle upon Tyne, I. 
Cave, Anthony Robert; A.C.A., 1958; with Davies Bros. & 
Co, 27 Clement's Lane, Lombard Street, London, EC4. 
Chapman, John; A.C.A., 1958; 58 Silver Street, Newport 

Pagnell, Bucks. 

Cliffe, Paul Grenville; A.C.A., 
& Co, St John's Chambers, Love Street, Chester. 

Collins, Raymond Peter; A.C.A., 1958; with Ashworth, 
Moulds & Co, 11 Nicholas Street, Burnley. 

Cookson, Owen "Thomas Burrows; A.C.A., 1958; 32 Barry 
Road, Northampton. 

Cornish, Robert; A.C.A., 1958; 7 Claredale Estate, Hackney 
Road, London, Ea. 

Cross, Gwneth Barbara; A.C.A., 1958; with 
Thornton & Thornton, 8 King Edward Street, Oxford. 
Davey, John; A.C.A., 1958; with Binder, Hamlyn & Co, 

121 Queen Victoria Street, London, EC4. 

Day, Clifford Charles; A.C.A., 1958; 19 Macready House, 
Seymour Place, London, Wir. 

Edwards, Philip John; A.C.A., 1958; 11 Saxon Drive, Acton, 
London, W3. 

Ellis, Derek Douce; A.C.A., 1958; 246 Frodingham Road, 
Scunthorpe. 

Emsden, Kenneth Victor; A.C.A., 
Makepeace & Co, Portland House, 
London, ECa. 

Enderby, Ronald; A.C.A., 1958; with Pickard, Penny & Co, 
14 East Parade, Leeds, 1 

Fletcher, Harrison; ACA., 1958; with - Wheawill & 
‘Sudworth, x9 Cavendish Road, Leeds, 1. 

Franklin, Irvin Howerd; ACA. 1958; 29 Buller Road, 
Tottenham, London, N17. 

Grace, Donald; A.C.A., 1958; 3 Athlone Terrace, Leeds, ra. 

Grist, Ivor George; A CA. 1958; 8 Bean Hill Cottages, 
Bean, near Dartf 


1958; with Alliott, 
73 Basinghall Street, 


ord, Kent. 


Guthrie, Neil Baxter; A.C.A., 1958; Wilson Fold Farm, 
Fall Birch Road, Lostock, Bolton. 


Clive Arthur; A.C.A., 1958; 4 Linden Road, 


Loughborough, Leicestershire. 
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Hardless, Alan Cedric; A.C.A., 1958; with Norfolk, Pawsey 
& Co, 93 Station Road, Clacton-on-Sea, Essex. 

Harper, Thomas John; A.C.A; 1958; 55 Western Avenue, 

. Newport, Mon. ` 

Harris, Naphtlia; ASAA., 1958; 113 Wavertree Road, 


Streatham Hill; London, SWa. l 
Hart, Henry Corbett, B.A.; A.S.A:A., 1958; H.M. Ins 
of Taxes, Coventry 3rd District, 94 Gosford 

Coventry. 

Hawkins, Bernard Harry; A.C.A., 1958; with Keens, Shay, 

^ Keens & Co, 11 George Street West, Luton, Beds. 

Highmore, Ernest Arthur; A CA. 1958; with C. N. Walter, 
Lester & Co, Finsbury Pavement House, 120 Moorgate, 
London, ECa. 

Hill, John Kenneth; A.C.A., 1958; with John H. Brown & 
Co, Agriculture House, 1 Orchard Place, Hexham, 
Northumberland. l 

Hoing, Roy Coote; A.C.A., 1958; 2 East Drive, Totteridge, 
High Wycombe, Bucks. 

orm (Miss) Eva; A.C.A., 1958; with Waterworth, Rudd 

& Hare, Central Buildings, Richmond Terrace, Blackburn. 

Hunt, Arthur Thomas; A.C.A., 1958; with Kemp, Chatteris 
& Co, St Swithin’s House, Walbrook, London, EC4. 

Hunt, John Arthur; A.C.A., 1958; 34 Furniss Avenue, Dore, 
Sheffield. 

Kemp, Henry aai A.C.A., 1958; 81 Avenue Road, 
Beckenham, Ken 

Kirkham, Michael Robert; A.C.A., 1958; ‘Sirior-Hir Farm’, 
Abergele, Denbighshire. 

Landis, Arnold; A.C.A., 1958; with Stoy, Hayward & Co, 
97 l99 Park Street London, Wit. 

Landsman, Arnold Charles; A.C.A., 1958; 195 Horns Road, 
Ilford, Essex. 

Laurie, Dennis; A.C.A., 1958; with S. R. Fuller & Co, 
13/15 Clarendon Road, Leeds, 2 

Legg, Peter Arthur, ACA. Š e with Appleby & Wood, 

ctoria House, Southampton Row, London, WCr. 

Le Maitre, David Vernon; A.C.A., 1958; with Marshall, 
Hoare & Chandler, 8 Lefebvre Street, St Peter Port, 

^" Guernsey, Channel Islands. 

Leslie, Cyril; A.C.A., 1958; with Rowley, Pemberton & Co, 
we Bishops Jee: London, ECz. 

iliam Routledge; A.C.A., 1958; with Baker, 
E & Co, Eldon Street House, Eldon Street, London, 

Moore, Reginald Stanley; A.C.A., 1958; with Peat, Mar- 
wick, Mitchell & Co, 24 Fenwick Street, Liverpool, 2. . 

Morgan, Robert; A.C.A., 1958; with ‘Thomas Forster & Co, 
26 Corporation Street, Manchester, 4. 

Newby, nald Anthony; A.C.A., 1958; with W. H. 
Walker & Co, 50 Athol Street, Douglas, Isle of Man. 

Oldale, David Leonard; A. C.A., 1958; 27 Hill Top Road, 


Dronfeld, near Sheffield. 
1958; Godfrey Hole, Wirks- 


Palin, Michael John; A.C.A., 
worth, Derbyshire. 

Paulden, James Lawrence; ASA A. 1958; c/o Uganda 
Government (Treasury), P.O. Box 431, Kampala, 
Uganda. 

Percival, Brian Joseph; A.C.A., 1958; 2 Mile End Road, 
Colwick, RIS a DA 

Paes A.C.A., 1958; with R. Harold Hughes & 

uber. Prince's Square, Wolverhampton, 

Philips s Thomas Delme; A.C.A., 1958; with Wynn 
Llewelyn, Davies & Co, Bank House, St James Street, 
Narberth. 

Pickard, Denis; A.C.A., 1958; with Peat, Marwick, Mitchell 
& Co, 2 Park Place, Leeds, 1 l 

Piggott, Dudley Frederick; A. ĠA., 1958; 119 Devonshire 
Road, Mill Hill, London, NW7. 

Pond, David Frederick; A.C.A., 1958; with Layton-Bennett, 
Billingham & Co, 23 Blomfeld Street, London Wall, 
Tendon EC2. - 

Price, Sydney Albert Brooke; A.C.A., 1958; 51 Grove Farm 
Drive, Sutton Coldfield, Warwicks. 


Randerson, Bernard Joseph; A.C.A., 1958; with Croudson 
& Co, 1 Oxford Place, IL 


treet, 
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Ransome, Peter John; A.C.A., 1958; c/o The Press Associ- 
ation Ltd, 85 Fleet Street, London, ECs. 

Redsell, Derek George; AČA., 1958; with Carley & Co, 
48 Windmill Street, Gravesend, Kent. 

Renny, Murray Frederick; A.C. À. „ 1958; with Button, 

| Stevens & Witty, Dashwood House, 69 Old Broad Street, 

' London, EC2. 

Robins, Edmund John; A.C.A., 1958; o Verney Avenue, 

. High Wycombe, Bucks. 

Salton, Trevor; A.C.A., 1958; with Oliver, Mackrill & Co, 

. Lloyds Bank Chambers, Market Place, Hull. 

Sargent, lohn SE A.C.A., 1958; with John Potter & 

L Harrison, 22 Birley Street, Blackpool. 

Schryber, Irving David: A.C.A., 1958; with Daniel Rose & 
Co, 153 Fenchurch Street, London, EC3. 

Scott, Eric Thomas; A.S.A.A., 1958; 5 Moss Gardens, 

! Alwoodley, Leeds, 17. 

ee John; A.C.A. , 1958; 41 Gallows Hill, King’s Langley, 

erts. 

Skan, John Oliver Frank; A.C.A., 1958; 111 Hallow Road, 

| Worcester. 

Smith, Alan Wilson; A.C.A., 1958; with J. D. rat & Co, 

| Royal Insurance Chambers, Central Street, 

‘smith, Michael John; A.C.A., 1958; 34 Marlowes, Hemel 

: Hempstead, Herts. 

Spivey, Ralph; A.C.A., 1958; 18 Rook Lane, Dudley Hill, 
Bradford, 4. 

Stancliffe, Geoffrey Walter, A.C.A., 1958; a Hollin Road, 

| Windhill, Shipley, Yorkshire. 

Stansil, Frank; A.C.A., 1958; 38 Southend Road, Sheriff 
Hill, "Gateshead, 9. 

3 teele, Robert; A. C.A., 1958; with Lodge & Winter, 19 

f Lemon Street, Truro, Cornwall. 

‘Tarn, Stephen Tan; A.C.A., 1958; ‘Aysgarth’, Butterwick 

' Road, Fishburn, Stockton-on-Tees. 

Taylor, George David; A.C.A., 1958; with Frank Harrop 
& Co, Martins Bank Buildings, 10 Norfolk Street, 

| Manchester, 2. 

Taylor, Neville; A.C.A., 1958; with Wells Richardson & 

| Co, Fargate House, Sheffield, 1 
ear, Denis William; A.C.A., 1958; 22 East Grove, 

, Rushden, Northants. 

Thornhill, (Miss) Mary Patricia; A.C.A., 1958; 15 Tenny- 

' son Avenue, King’s Lynn, Norfolk. 

‘Thornton, Alvin Richmond; A.C.A., 1958; with Boyce, 
| Welch & Co, 3 Piccadilly, Bradford, I. 

Thornton, Graham Arthur; A.C.A., 1958; 46 Castle Road, 

| Colchester, Essex. 

Tyler, Robert Henry George; A.C.A., 1958; with Hunter, 

| Jones, Halford & Co, Bank Chambers, 45 Ludgate Hill, 

, London, EC4. 

Watson, David Cyril Clifford; A.C.A., 1958; with Holmes, 

' Price & Co, 32 North Street, Hailsham, Sussex, 

Welbourne, Cyril Edward; A. CAG oF 1958; with Larking, 
Larking & Whiting, 12/13 The Crescent, Wisbech, 
Cambridges 
'ood, Mic ad Colin; A.C.A., 1958; 294 Webster Gardens, 
Ealing, London, Ws. 

Worth, Alan Geoffrey; A.C.A., 1958; with Maurice 
Sheppard & Co, 3 High Street, Maidenhead, Berks. 

Yates, Anthony; À:C.A., 1958; 5 Palmers Court, Palmers 

| Roed, New Southgate, London, Nit, 


The following applicants admitted to membership at 
the Council meeting held on March sth, 1958, have 
completed their membership. 


Abbott, Peter George; L|) 1958; 16 Hobart Road, 
` Worcester Park, Surre 

Abdullah, Mohamed Raslan Bin; A.C.A., 1958; with Peat, 
` Marwick, Mitchell & Co, 11 Ironmonger e, London, 

2 

Adam, Cyril Louis Ignatius; A.C.A., 1958; with Edward 

| Moore & Sons, Thames House, ‘Queen Street Place, 

| London, EC4. 

Bailey, Charles Howard; A.C.A., 1958; Linden House, 

| Avenue Road, Dorridge, Warwickshire. 
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RECH Neville Charles; A CA. 1958; 39 Port Tennent Road, 


wansea. 

Baldwin, David; A.C.A., 1958; with Graves, Goddard & 
Horton-Stephens, 7 Pavilion Parade, Brighton, 1. 

Bartlett, Anthony Henry Peter, B.A., A.C.A., 1958; with 
H. W.C. Bartlett, 49 Queen Victoria Street, London, EC4 

Bentley, Michael John; A.C.A., 1958; 5 Parkwood Avenue, 
Esher, Surrey. 

Berman, John David; A.C.A., 1958; with Cedar, Baker & 
Co, 65 Bishopsgate, London, EC, 

Birnbaum, Raymond; et 1958; 7 Darenth Road, 
Stamford , London, N 6. 

Bloor, John Derek; A.C.A., 1958; with Edward Ainsworth 
& Son, 14 Brown St, Manc ester, 2. 

Boutle, Grahame Charles; A. C.A., 1958; with Farrow, 
Bersey, Gain, Vincent & Co, 53 New Broad Street, 
London, EC2. 

Brewis, Gordon; A.C.A., 1958; with Thomas Bowden, Sons 
& Nephew, 42 Mosley Street, Newcastle upon Tyne, r. 
Bromley, Ronald Kevin; A.C.A., 1958; 9 Lower Barn Road, 

Purley, Surrey. 

Brown, James Ernest Harrison; A.C.A., 1958; with Wilson, 

' Sterling & Co, 56 Kingsway, London, WC2. 

Chaudhuri, Pranab Kumar; A.C.A., 1958; with Percy 
Phillips & Co, 76 New Cavendish Street, London, W1. 

Cohen, David Meyer; A.C.A., 1958; 124 Sunningfields 
Road, Hendon, London, NW4. 

Cook, John Jeffrey; A.C.A., 1958; with Wilding, Sladen & 
Co, 56 Buckingham Gate, Westminster, London, DW, 
Cucksey, John Davenport; A.C.A., 1958; with Josolyne, 

Miles & Co, 28 King Street, London, EC2. 

Dalziel, T imothy Peddie; A.C.A., 1958; ‘Arnside’, Riddings 
Road, Hale, Altrincham, Ches 

Davies, Merfyn Owens, B.SC.(ECON. y A.C.A., 1958; with 
Holden, Howard & Co, 3 Abchurch Yard, London, EC4. 

Denning, John Michael Dupré; A.C.A., 1958; 'The Chine, 
Chor eywood Road, Rickmansworth, Herts. 

Eaglesfield, Ronald; A.C.A., 1958; with Carter, Chaloner 
& Kearns, Canada House, 3 Chepstow. Street, Man- 
chester, 1. 

Edwards, "Colin Pury John; A.C.A., 1958; with Maidment, 
Penney, Quick & Co, 6 Chandos Street, Cavendish 
Square, London, Wi. 

Elam, Ian Gordon; A.C.A., 1958; with Rawlinson, Greaves 
& ‘Mitchell, Netherwood Chambers, 1A Manor Row, 
Bradford, 1. 

Ellis, Norman Lewis; A.C.A., 1958; with Chalmers, Wade 

Co, 24. Coleman’ Street, London, EC2. 

Evans, Michael Robert Nesbit; A.C.A., 1958; 59 Croftdown 
Road, Harborne, Birmingham, 17 

Fitton, Maxwell Graham pedet A.C.A., 1958; with 
. Stephenson, Smart & Co, Midland Bank Chambers, 
Guildhall Street, Lincoln. 

Gorman, Trevor; A.C. A., 1958; 8 Dennis Parade, Winch- 
more Hill Road, Southgate, London, N14. 

Greenshields, Robert Edward; A.C.A., 1958; with Clemons, 
Midgley & Co, 52 Bedford Row, London, WCr. 

Greenwood, Daniel Wallace; A.C.A., 1958; with J. Mayhew- 
Sanders, 31 St James’ Place, London, SW1. 

Gregory, William George, B.com.; A.C.A., 1958; with R. H. 
ebd Son & Co, Baltic House, Mount Stuart Square, 

Griffiths, David Henry Clifton; A.C.A., 1958; with 
Turquand, Youngs & Co, 19 Coleman Street, London, 


EC2. 
1958; with B. Gwyther, 21 


Gwyther, Hugh; A.C.A,, 
Windsor Place, Cardiff. 

Hale, Peter; A.C.A., 1958; with Baker, Todman & Co, 
Canada House, 4/5 Norfolk Street, Strand, WCz. 

Hall, Derek Norman; A.C.A., 1958; "with Mellors, Basden 
& "Mellors, 1 King John's Chambers, Bridlesmith Gate, 
Nottingham. 

Heath, John Clifford; A.C.A., 1958; 43 West Way, Rick- 
mansworth, Herts. 

Hewitt, John’ Henry; A.C.A., 1958; 43 Nursery Avenue, 
Bexleyheath, Kent. 
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Hollway, Ian Walter; A.C.A., 1958; 'Lowcroft', Blundell 
‘Road, town, near Liverpool. 

Hounsell, Norman; A.C.A., 1958; with Goodland, Bull & 

Ps Bridgwater ' House, Corporation Street, Taunton, 
merse 


Howell, Albert John; A.C.A., 1958; ap Carlton Road, 


Whalley Range, Manchester, 16 

Inns, David George; A.C.A., 1958; 122 Cambridge Road, 
North Harrow, fiddlesex. 

Jaffé, Raymond; A.C.A., 1958; with Duck, Mansfield & Co, 
66 Broad Street Avenue, London, EC2. 


Jones, Douglas Llewellyn; A.C.A., 1958; with Alabaster, - 


pared e Clo sin Grego Cannon Street, London, EC4. 
p pedi gor; A.C.A., 1958; 117 Rivermead Court, 
s 6. 


Livingstone, debi Wordsworth; A.C.A., 1958; with Kem 
Chatteris & Co, St Swithin’s House, 37 Walbrook, 
London, EC4. 

Lockhart, John; A.C.A., 1958; with J. Dix Lewis, Caesar, 
Duncan & Co, 112-114 Conon Street, London, EC4. 

WEE, ae an Emest; ACA, 1958; 914B Brighton Road, 


Moos jax, James; A.C.A., 1958; with Hough & Son, 1 
Newgate Street, Newcastle upon Tyne, I 


McDougall, Brian; A.C.A., 1958; 8 Redacre Road, Bold- 


mere, Sutton Coldfield, Warwickshire. 
. McGaham, (Miss) Patricia; A.C.A., 1958; with Wilkinson 
& Johnson, 18 John Street, Sunderland, Co. Durham. 
McGregor, Donald John; 'A.C.A., 1958; with Cooper 
^. Brothers & Co, 507 Place D’Armes, Montreal, 1, Quebec, 


. Malyon, Richard arie A.C.A., 1958; 28 Stewart Avenue, 
Upminster, 

Marriott, Peter ACA, 1958; 201 Oaks Fold Road, 

. Sheffield, 5 
Martin, Michael Hope; A.C.A., 1958; with Winter 
sane tage Sisson & Benson, 16 Market Street, Newcastle 
upon 

Mayhew- in ee John Reynolds, AA: A.C. A., 1958; with 
J. Mayhew-Sanders, 31 St James’s Place, London, SW. 

Millichamp, Alan Harbridge; A.C.A., 1958; with Bertram 
Kidson & Co, 17 Waterloo Road, Wolverhampton. 

Morris, Michael Solomon; A.C.A., 1958; 114 Hewitt Road, 
London, N8. 

Mounter, John Ernest; A.C.A., 1958; 70 Epsom Road, 
Guildford, Surrey. 

Myers, Robert Arthur, 8.4.;°A.C.A., 1958; with Peat, 
Marwick, Mitchell & Co, 11 Ironmonger Lane, London, 


ECa. 
Naylor, I Ce A.C.A., 1958; 39 Tyseley Lane, Tyseley, 
irming I 
Neumann, Benny "William; A.C.A., 1958; 46 Woodlands, 
London, NW11. 
Newman, David Angus Winkworth; A.C.A., 1958; a1 
“Telford Avenue Mansions, Streatham Hill, London, SWa. 
Newman, David Charles; A.C.A., 1958; with Ho 
Bullimore & Co, 91 Park Street, Park Lane, London, Wr 
Nicolle, Alan William Hubert; A.C.A., 1958; or 'l'urf Pit 
Lane, Moorside, Oldham, Lanca 
Noble, John Arthur, B.8C.(ECON.); A. C.A., 1958; 28 Essex 
Road, Enfield, Middlesex. 
415 Paliser Crescent, Rich- 


Nyn Irving; 'A.C.A. 1958; 
EE Ginada, 

Painting, Michael John; A.C.A., 1958; with James & 
GEN White Hart House, t Place, Newbury, 


HN RN 
ACCOUNTANT 


May 24th, 1958 


"Parker, Robert Henry, B.8C.(RCON.); A.C.A., 1958; 6 Lorne 


. Road, London, N4. 


Parsons, David Nicholas; A.C.A., 1958; with Turquand, 


Youngs & Co, 19 Coleman Street, London, ECa. 

Pendred, Martin Graham Berthon; A.C.A., 1958; with 
Arthur Andersen & Co, Roman House, London Wall, 
London, ECa. 

Pulley, Brian Robert; A.C.A., 1958; with E. H Sherrey & 
Co, 8 Newhall Street, Birmingham, 3 

Rice, "Gordon William; AU A. 1958; s. Hibberd, Bull, 
Gow & Ford, Abchurch Chambers, St Peter’s "Road, 
Bournemouth. 

Robson, Alan Peel, B.sc.(EcoN.); A.C.A., 19 
Sutton & Co, Eldon Street ouse, Eldon & treet, London; 


EC2. 

Rouse, Richard Meadows, B.A; A.C.A, 1958; with Allan, 
Charlesworth & Co, 17 St Helen’s Place, Bishopsgate, 
eege EC3. 

(Mise) Phenkae, B.A.(COM.); A.C.A. 1958; 
203 Cea Road, Bangkapi, Bangkok, ‘Thailand. 

Sa orth, Michael Lesli ; A.C.A., 1958; 32 Ripon Road, 

allasey; Cheshire. 

Seaton, Peter; A.C.A., 1958; with Newman, Biggs & Co, 
14. Harborne Birmin gham, 15. 

Shannon, Martin John; A.C.A., 1958; with Farrow, Bersey, 
Gain, Vincent & Co, 53 New "Broad Street, London, ECa. 

Simmonds, David Alan; A.C.A., 1958; with Scot Simmonds 
& Co, 72 High Street, Teddington, Middlesex, 

Simpson, Robert David; A.C.A., 1958; with Reads, Cocke 
EE. Leith House, 47 Gresham Street, London, 

South, Peter John; A.C.A., 1958; 32 Maryland Park, Strat- 
ford, London, E15. 

Stanley, Brian Robert; A.C.A., 1958; ao Ee Avenue, 
Friern Barnet, London, N20. 

Sturgess, Bruce Eric; A.C.A., 1958; with Cooper Brothers 
& Co, 14 George Street, Mansion House, London, EC4. 

'Taylor, "Bryan Thornley; A. C.A., 1958; with Oswald Evans 
& Co, 20 Deansgate, Blackpool. 

Tearle, John George; A.C.A., 1958; 20 Cedars Way, Lins- 
lade, Leighton Buzzard Beds. 
Thomas, Alan Robert; bers ACA, 1958; soa Bourne Hill, 

Palmer’s Green, London, N 

Trapnell, Alan Richard; ACAD 1958; with G. E. Holt & 
Son, 10 Dale Street, Liverpool, 2. 

Treanor, John Derek Seymour, B.a.; A.C.A., 1958; with 
Tansley Witt & Co, 22/24 Ely Place, London, EC1. 

Vyvyan, ne ce Beville; A.C.A., "E, with Impey, 
Cudworth & Co, 48 Calthorpe Edgbaston, 


Birmingham, 1 
"Walker, John F reden A.C.A., 1958; 322 Scraptoft Lane, 


Leicester, 

Walter, Gregory John; A.C.A., 1958; 7 Birch Walk, 
Blurton, Stoke-on-Trent, Staffordshire. 

Webb, Arthur James; A. CAS 1988; 47 Elwell Crescent, 
Woodsetton, near Dudley, W 

Weller, Royston; A.C.A., 1958; clo K. R. Weller, 3 Newhall 
Street, Birmingham, 3. 

Wells, George Henry Arthur; A.C.A., 1958; with John 
Potter & Harrison, 22 Birley Street, Blackpool. 

Wharrie, David Maurice; A CA. 1958; 10 Fair. Street, 
London, SEI. 

Wilcox, Ernest John, m.a.; A.C.A., 1958; with Sheard, 
Vickers & Winder, 34 Castle Street, Liverpool, a 3. 

Winch, Michael Allan; A.C.A., 1958; 28 Cavendish Man- 
sions, Clapton Square, London, Es. 
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Office Efficiency Aids 


HE cost of checking other people's office work can be 

considerable and all progressive commercial companies are 

constantly on the look-out for the means ef improving 
clerical efficiency so that control measures may gradually be 
relaxed. There are two main approaches to the problem. One is 
to analyse and study the kinds of mistakes made and trace their 
causes — to inefficient operators, badly designed office stationery, 
faulty programming of duties and so on. If errors are thus localized, 
careful replanning may often obviate their continual recurrence. 
The second approach is to modify existing methods of operation 
so that the probability of error and, in consequence, the need for 


- supervision are reduced. This may be achieved by, for example, 


the use of address plates or pre-punched cards whereby the 
transcription of information is automatic; by combining checks, 
such as verifying the accuracy of both calculations and copying 
by a mathematical check of the figures on the copy; and, lastly, 
by the elimination of unnecessary precision, omitting pence and, 
perhaps, shillings when their influence is not material. 

In a report just issued by an organization and methods study 
group of the Office Management Association, these and other 
methods of improving work standards and simplifying clerical 
processes are described in some detail.! T'he arguments developed 
by the group apply with most force to larger concerns but there 
is, in the popular idiom, something for everyone in its precepts. 


i If the accountant, for instance, hesitates to use the suggestion for 


plotting the typographical mistakes made by his secretary so 
that he may confront her with the charted evidence of her errors 
should the quality of her work fall below standard (and who 
would blame him), he may instead derive much benefit from the 
advice tendered on the uses of sampling when checking clerical 
work, coding, the employment of check digits for checking the 
transcription of codes and calculations, methods of stream- 
lining the routine of paying wages and salaries and, as mentioned 
above, the omission of shillings and pence where practicable. 

All the devices discussed in the report merit consideration but 
it seems odd that the study group should not advocate, or at 
least mention, what would be one of the greatest contributions of 
all to clerical efficiency, the introduction of a decimalized coinage 
and a metric system of weights and measures. With these in 
universal operation, many of the present difficulties of com- 
mercial calculation would disappear. 


1 The Control of Quality in the Office (Office Management Association Ltd, 
London. or net). 
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Finance Bill- V 


Clause 17 (2): Shares Acquired 
before Budget Day 
extension of anti-dividend stripping 
legislation to the new field where genuine 
losses are utilized was intended to be 
retrospective, but in view of the storm of protest 
to which the CHANCELLOR's Budget speech gave 
rise, he announced that he had changed his 
mind. Clause 17 (2) is presumably intended 
to give effect to this change of mind. No doubt 
it was drafted in a hurry in order to be ready 
when the Bill was published and the result is so 
tortuous and obscure that it is to be hoped that 
the sub-clause will be scrapped and a fresh 
start made. 

Clause 17 (2) directs that where the shares on 
which the dividend was paid (against which loss 
relief is claimed) were acquired by the person 
claiming.relief before April 16th, 1958, then 
clause 17 (1) is not to apply to the net amount 
of the dividend 

'except to the extent (if any) that if the trade' 

(i.e. the trade incurring a loss) ‘were such a trade 

as aforesaid, the said amount 

(a) would be required to be brought into 

| vr E as aforesaid by virtue of (clause 16); 

ut - 
(b) would net be required to be so brought into 
account apart from (clause 16); 

and subsections (5) and. (6) of the said Section 4 
. (which make provisions as to the time at which 
and the person by whom shares are to be treated 
as having been acquired), and the definition of 

"share" in subsection (8) of that section, shall 

apply for the purposes of this subsection'. 

This seems to mean that clause 17 (1) is to 
some extent retrospective. If this is indeed the 
meaning of clause 17 (2), then it seems that the 
CHANCELLOR's assurances need some clarifica- 
tion. i 


Clause 18 (1): Revocable Covenants 
Clause 18 seeks to close a sizeable gap in the 
anti-avoidance legislation directed against settle- 
ments which are revocable or are to be deemed 
to. be revocable under Section 404 of the Income 
Tax Act, 1952. The gap was disclosed last dos 
by the House of Lords decision in Saunders v 
CLR. (36 A. T.C. 181). 


Section 404 (1) deals with two different situa- 
tions, (a) and (b), of which (a) is the more 
important, particularly as it would seem to in- 
clude (b). Under (a), if the terms of a settlement 
are such that a person has or may have power, 
immediately or in the future, to revoke or other- 
wise determine the settlement or a 'provision' 
of the settlement, and, in the event of the exercise 
of that power, the settlor or the settlor's spouse 
will or may cease to be liable to make annual 
payments under the settlement, then any sums - 
payable by the settlor or the settlor's spouse by 
virtue of 'that provision' are to be treated as the 
income of the settlor. If the power cannot be 
exercised in the first six years of a fixed annual 
payment, Section 404 (1) does not apply. Para- 
graph (b) is similarly aimed at settlements where 
the settlor or the settlor's spouse may cease to 
be liable, on payment of a penalty, to make 
annual payments; although here there is no 
saving for cases where the penalty cannot be 
paid in the first six years. However, the taxpayer 


might well argue that if he is in (b) he must also 


be within (a). Thus from the beginning the sub- 
section is hardly a model of good drafting. 


Suppose that some person has the power to 
do something whereby the settlor's liability 
to pay, say, £2,000 a year is transformed 
into a liability to pay, say, 2,000 pennies 
a year. By analogy with Saunders v. CIR., 
the 2,000 pennies would save the settle- 
ment from being caught by Section 404 (1). 
Clause -18 (1) (a) accordingly now provides 
(twenty years after the predecessor of Section 
404 (1) was first passed) that references to a 
power to revoke or otherwise determine shall be 


deemed to include references to any power to 


diminish the amount of any payments. Clause 18 
(1) (5) provides that the references to the settlor 
or the settlor's spouse ceasing to be liable to 
make any annual payments shall be deemed to 
include references to a diminution of such 
annual payments. However, where Section 404 
(x) would not apply but for clause 18 (1) (b), 
the amount which is to be treated as the settlor’s 
income is restricted so as to correspond with 
the amount of the diminution.. 
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Clause 18 (2): Revocable Capital 
ettlements 
Section 404 (2) of the Income Tax Act, 1952, 
deals with settlements of income-producing 
property, which are revocable or are deemed to 
be revocable. It provides that if the terms of a 
settlement are such that (2) a person has or may 
have power, immediately or in the future, to 
revoke or determine the settlement or any pro- 
vision thereof; and (6) in the event of the exercise 
of the power the settlor or the settlor's spouse 
will or may become beneficially entitled to the 
whole or any part of the settled property or 
income, then a corresponding part of the settle- 
ment income is to be treated as the settlor's. 
Again there is relief where the power cannot be 
exercised for six years after a particular piece 
of property first became subject to the settlement. 
In Saunders’ case the trustees had power to 
apply any part of the trust fund for the benefit of 
one or more of a specified class of persons, 
including the settlor’s wife, but subject to a 
proviso that the trust fund was not thereby to be 
reduced below {100. By a majority of three to 
two the House of Lords held that this circum- 
stance did not bring the settlement within what 
is now Section 404 (2). Clause 18 (2) now pro- 
vides that references in Section 404 (2) to a 
power to revoke or otherwise determine a settle- 
ment or any provision thereof shall be deemed 
to include references to 
(a) any power to diminish the property com- 
prised in the settlement; and 
(b) any power to diminish the amount of any 
payments which are or may be payable 
under the settlement or any provision there- 
of or which are or may be so payable to 
any person other than the settlor and the 
wife or husband of the settlor. 


Thus if there is such a power, and the settlor - 


or his wife would benefit therefrom in the way 
contemplated in Section 404 (2) (6), the settle- 
ment will be caught. This is obviously going to 
cause considerable hardship where the possible 
diminution is very slight, for none the less the 
whole amount, not merely the possible diminu- 
tion, will be caught. 


Clause 18 (4): Avoiding Action 
In the case of settlements already in existence 
on April 16th, 1958, clause 18 (4) offers a limited 
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means of escaping the consequences of clause 18 
(1) (2). If the settlement was not already caught, 
but would be caught by the new provisions, then 
the annual payments or other income in question 
will not be treated as the settlor’s if: 

(a) any power by reason of which they or it 
would fall to be so treated has been re- 
leased or disclaimed at the expiration of 
three months from the passing of the Act 
(the Bil wil become an Act about the 
beginning of Áugust); and 

(b) neither the settlor nor the settlor's spouse 
has received or is entitled to any con- 
sideration in respect of the release or dis- 
claimer. 

This relief is not so generous as it may. appear, 


for where the power is vested in a trustee, and 
persons other than the settlor or his wife may 


benefit, it would probably be a breach of trust 


on the trustee's part to release or disclaim the 
power. Moreover, where there are possible bene- 
ficiaries as yet under age, unascertained, or 
unborn, then their consent to the release cannot 
be obtained and cannot be dispensed with with- 
out a Court order, which would not necessarily 


be granted. 


Clause 18 (3): Limited Retrospection 


Clause 18 (1) (2) applies for income tax for 
1958-59 and all subsequent years, and also 
applies, for surtax only, to 1957-58. In one sense, 
therefore, these provisions are not retrospective, 
but subject to the limited relief provided by 
clause 18 (4) they are in effect retrospective in 
that settlements once made cannot usually be 
unmade. 


Clause 18 vs Scope of Sections 404 and 
405, Income Tax Act, 1952 

Clause 18 (5) makes up for a curious lapse in the 
consolidation of the Income Tax Acts in 1952. 
Sections 404 and 405 of the 1952 Act were 
formerly contained in Section 38 of the Finance 
Act, 1938. Section 38 was expressed, in 1938, 
to apply to all settlements ‘wherever made’. 
The draftsman of the Consolidating 1952 Act 
failed to incorporate this provision in either 
Section 404 or Section 405. 


(To be continued.) 
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INCOME TAX TIME LIMITS. 
PROPOSALS IN THE FINANCE BILL 


Clause 19 and the Sixth Schedule to the Finance Bill provide for new time limits 

‘as set out in the table below. The object is to introduce greater uniformity in 
income tax administration. Only those limits which are to be changed are Included; 

no reference is made in the table to existing extra-statutory concessions. For the 
precise point in time when the period begins to run, reference must be made to the 
relevant statutory provision. Where a claim etc. is made in an assessment year 
when it could not have been made but for these changes, consequential assessments. 
may be made "up to three years after the end of that year, EES that 

l they are aiii out of time. 


"M 7 Relevant Proposed new Existing 
Subject-matter | | statutory provision Limit time mit 
Appeals . 
Against: Income Tax Act, 1952 . 
Assessment Section 51 (3) 
Fifth Schedule, 


: | . Part II, paragraph 1 
Determination of ‘error or mistake’ claim ' ; “Section 66 (4) 


Determination of bank interest claim. Section 200 (4) 
. Surtax direction | |. Section 247 (1) 
Dos apportionment ` Section 248 (3) 
etermination of charity relief claim Section 450 (2) 
Determination of claim to eae copy- | Section s E e SES B says 
right receipt | 
Notice of proceedings to recover Sched- Seventh Schedule, ` 
.. ule À tax from landlord Part I, paragraph 2 
Determination of claim to be resident i in Eighteenth Schedule, 
- Eire mu Part III, paragraph 
Inspector' d certificate of underwriting E diet . 30 days 28 days 
loss Schedule, paragraph 
-— m 7 (3) (b) NA - 
Repudiation of agreement ` Section 510 (2) | 
Objection to withdrawal of appeal Section 510 (4) 
. Demand for stated case Section 64 (2) da d 
Transmission of stated case Section 64 (4) S dens i Ke 
Requiring’ appeal against surtax direction ` Section 247 (2) 
to be reheard by Board of Referees 

Statutory declaration against surtax direc- Section 251 (2) 30 days 28 dn 
tion (P à 

Revenue counter-statement to statutory. Section 251 (4) 30 days 28 days 

- declaration = | 

Requiring appeal to be reheard by Recorder . Twenty-third Schedule EP 
(Northern Ireland) Part I, paragraph 4 (2) 30 days ro days ` 

Claims for relief | | 

Schedule A ‘void’ | Section 107 (2) 6 years During year 
| | | SCH of assessment 

Voids in tenement. houses etc. ^. , Section 107 (4) 6 years I year 

Schedule B ‘void’. mE Section 115 (3) 6 years During year 


of assessment 


"o£ 
Nut 


à . THE 
‘May 31st, 1958 ACCOUNTANT 653 


Relevant Proposed new ` Existing 
Subject-matter | statutory provision time limit limit 
Claims for relief Income Tax Act, 1952 
. Lost rent (Northern Ireland) Twenty-third ` 
Schedule, Part II, 
paragraph 9 (2) Ó years I year 
Management expenses Section 425 (8) 
. Mineral rights: management expenses ` — Section 181 (2) 
. Loss: other income ^. Section 341 (1) 2 years I year 
| Loss: business transferred to company Section 343 (1) 6 years. r1 year 
Copyright: lump sum spread Section 471 (4) 6 years — 1 year 
royalties spread Finance Áct, 1953, 8 years 3 years 


Section 22 (2) 
' Patent rights: executors' claim to de Income Tax Act, 1952, 30 days 21 days 


| back Thirteenth Schedule, 
paragraph 1 
Elections 
. Schedule D basis of assessment: 
| Cases I and II: second and third years Section 129 (2) > = y years > 2 years 
! ` revocation ^. Section 129.(2) 
` Case III: second and third years Section 131 (1) 6 years , | ryear ` 
Cases IV and V: second and third years Section 133 (1) (c) | 
_ Case VI: patent right sale proceeds Section 318 (1) (2) 2 years I year 
Finance Act, 1952, l 
| Cases III, IV and V: cessation of income Section 18 (1) (c) 2 years I year 
cm d | Section 18 (2): 8 years 7 years 
| » ^ Years I year 
| X Income Tax Act, 1952 
Woodlands: Schedule D assessment ij Section 125 (2) 2 years By June sth 
| | l in assessment 
` Herd basis | _ Twentieth Schedule, E 
| ! paragraph 2 (3) ` ' 
| Finance Act, 1953 
ji : compulsory slaughter Section 23 (2) 
AME Income Tax Act, 1952 + 2 years ^ 1 year 
' Nationalization: exchange of securities Section 434 (1) 
redemption of securities . Section 435 (1) 
| — Capital allowances: set-off against other- Section 324 B 
income 
Surcharges e 
Certificate: signing or allowing Section 42 (4) 
! Appeal Section 42 (4) : 
! Ream by person surcharged Section 43 (1) 30 days Io days 
. Return operating as appen | Section 2 45 D (2) ' 
' Miscellaneous 
, Schedule A: proceedings against landlord Seventh Schedule, 30 days 21 days 
Part I, paragraph 1 
|. Underwriting loss certificate Twenty-first Schedule 30 days 28 days 
| paragraph 7 (3) (a) 


Finance Act, 1953 
Subvention payment Section 20(2)  . 2 years I year 


- 
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Suspension of Powers of Revocation 
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EFFECT ON COMPOUND SETTLEMENTS | 


Reconciliation of Decisions 
by T. J. SOPHIAN 


HE effect of clauses suspending powers of 

revocation has been considered in the 

trilogy of decisions given in 1946 in the 
case of Taylor v. C.I.R. (25 A.T.C. 155; 27 T:C. 
93), in 1943 in the case of C.I.R. v. Nicolson and 
Bartlett (34 T.C. 354) and in 1957 in the case of 
Scott v. CIR. (36 A.T.C. 178; 37 T.C. 486). 

While the principle underlying the first two 
decisions can be readily understood, the principle 
underlying the last case of Scott appears at.first 
sight difficult to reconcile with the two former 
decisions. 

Compound Settlement 
In order to understand these decisions, it is 
important at the outset to grasp the meaning of a 
compound settlement, as distinct from a settle- 
ment. This branch of the law has, however, no 
connection with tax law; it belongs rather to the 
law of settlements and property law. ` 

Under the general law, a ‘settlement’ may be 
constituted by a single instrument, or by two or 
more instruments, executed at varying times. 
Thus, property is settled for the benefit of one 
or more beneficiaries, who may take varying 
interests, for life, for remainder and so on, on 
certain trusts. The settlor, however, may have 
reserved powers to alter or vary the trusts, and 
when a resettlement takes place, varying the 
terms of the original settlement, what is known 
as a ‘compound settlement’ is constituted. This 
compound settlement will constitute a new settle- 
ment, consisting of both the original settlement 
as well as the later settlement varying the terms 
of the earlier one. 

Now for the purpose of the provisions of the 
Income Tax Act, 1952, dealing with the effect of 
powers of revocation, 'settlement' is defined in 
the widest terms in Section 411 (2) as ‘including 
any disposition, trust, covenant, agreement, or 
arrangement’, Quite clearly a compound settle- 
ment will constitute a ‘settlement’ for the 
purpose of the above provisions. 

Where one finds that more than one instrument 
has been executed in relation to the same trust 
property, the important question to be determined 
is whether a compound settlement has come into 
being. It may, of course, be the case that the 


original settlement is not affected i in any way by | 


the execution of the later instrument, as was 
held to be the case in Scott v. C.I.R. | 

If that be the position, then the’ settlement in 
relation to which it is necessary to examine 
whether the deeming provisions of Sections 404 
et seq. of the Income Tax Act, 1952, can operate 
will still be the settlement under the original 
instrument which created it. But on the other 
hand, if a compound settlement has been con- 
stituted by the new instrument, one must ‘wipe 
the slate clean’ as it were, and start off with the 
latest. settlement which has. brought about this 
result. The Taylor and Nicolson cases are 
examples of such compound settlements. 

Having made these introductory observations, 
we are perhaps now in a better position of 
understanding the underlying principles of the 
above decisions. 

It will be recollected that where a settlement 
contains a power of revocation, and as a result 
of the exercise of that power, the settlor, or the 
spouse of the settlor, will or may cease to be 
liable to make the covenanted annual payments 
(subsection (1)) or will or may. become benefic- 
ially entitled to any part of the trust property 
(subsection (2)) then the deeming provisions will 
operate to make the annual sums or trust income, 
as the case might be, the notional income of the 
settlor for surtax purposes. 


Six-year Period of Suspension of Power 
to Revoke 


There is a saving, however, which is contained in 
the proviso to Section 404, in cases where the 
power of revocation cannot be exercised within 
six years from the time when the first of the 
annual payments becomes payable (if it is a 
subsection (1) case), or when any particular 
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property first becomes comprised in the settle-. 


ment — (if it is a subsection (2) case). 

If the settlement is by deed of covenant — i.e. 
a subsection (1) case — then the deeming provisions 
will not operate 'so long as the power of revoca- 
tion cannot be exercised’. 

If the settlement is a capital settlement, i.e. a 
subsection (2) case, the-deeming provisions will 


— 
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likewise not operate on the trust income ‘so long 
a5 the power of revocation cannot be exercised’. 


The Taylor Case 


Let us now proceed to consider the Taylor case, 
which was one in which the settlor entered into a 
deed of covenant to make annual payments: 
There the first deed was executed on September 
roth, 1936. It contained a power of revocation. 
On the passing of the Finance Act, 1938, the 
settlor availed himself of the benefit of the Third 
Schedule to that Act to ‘put his house in order’, 
aad so as to avoid the new deeming provisions 


introduced by Section 38 of the Finance Act, 


— —— 
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1938. He revoked the 1936 deed, and he executed 
a fresh deed on September oth, 1938, under 
which he covenanted to make, during the joint 
lives of himself and his son, monthly payments to 
trustees for his son. Such monthly sums were 
expressed in the deed to be clear of all deductions 
(including income tax and surtax). 

This new deed, the second, of September gth, 
1938, contained a power of revocation, the 
exercise of which, however, was suspended 'for 
six years from September 11th, 1936, so that the 
suspension would expire on September 11th, 
1942. By a modifying deed, the third, dated 
March 6th, 1939, the covenanted sums were 
reduced in amount. 

As the provision for payment clear of deduction 
of income tax was void under General Rule 23, 
and as the settlor desired the payments to be 
free of income tax, a further deed, the fourth, 
was executed on December 3oth, 1939, under 
which as from March 31st, 1939, the earlier 
deeds of September gth, 1938, as modified by 
the deed of March 6th, 1939, were to be read as 
though the settlor had bound himself to pay such 
monthly sums as after deduction of income tax at 
the rate for the time being in force would amount 
to £22 138 4d. l 

By a further supplemental deed, the fifth, of 
April rst, 1940, the power of revocation under 
the deed of September gth, 1938, was expressed 
to have effect as if the power of revocation was 
exercisable at any time after the lapse of six 
years from April 6th, 1940, instead of after 
the lapse of six years from September Irth, 
1936. 

The settlor claimed deductions for payments 
under the deed of September gth, 1938, and 
December 30th, 1939, in respect of the year 
1941-2. l 

Now it is to be observed that the second deed 
dated September gth, 1938, suspended the power 
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of revocatiori for six years from September 11th, 
1936 (the day after the date of the execution of 
the first deed of September roth, 1936). That 
suspension would therefore have expired on 
September 11th, 1942, i.e. within six years after 
the execution of the second deed of Sep- 
tember 9th, 1938, but later than six years after 
the execution of the first deed of September roth, 
1936. 

"This suspension was presumably erroneously 
conceded by the Revenue to be in order and was 
calculated by reference to the 1936 deed because 
of the special transitional provisions in the ‘Third 
Schedule of the 1938 Act, and that, too, not- 
withstanding the reduction in the amounts of the 
annual payments by the third deed of March 6th, 
1939. That much was conceded by the Inland 
Revenue. 

It was the fourth deed of December 30th, 1939, 
which became material. That deed altered and 
increased the amount of the annual payments, for 
the gross monthly sum payable was no longer 
£22 13s 4d but that sum grossed up. 


Ratio decidendi of the Taylor Judgment 


If that settlement, the fourth, of December 30th, 
1939, was to be taken by itself, then as the suspen- 
sion of the power of revocation was to expire 
(until, and apart from, the later alteration made 
by the deed of April 1st, 1940) on September 11th, 
1942, it is quite clear the six-year minimum 
period could not be satisfied. 

‘But when the judgment itself is examined 
it appears that the Court of Appeal went further, 
and held that the material deed for calculating 
the requisite six-year period of suspension was 
the deed, the fifth, of April rst, 1940, purporting 
to extend the period of suspension to April 6th, 
1946, instead of September r1th, 1942. The last 
deed of April 1st, 1940, in the view of the Court 
of Appeal, had had the effect of creating a new 
settlement. 

As the first payment under this new settlement 
was made on April 30th, 1940, and as the period 
of suspension expired now on April 6th, 1946, 
the period of suspension fell short of six years 
calculated from that date, the period being from 
April 30th, 1940 (the date of the first payment to 
be made after the deed of April 1st, 1940), until 
April 6th, 1946, and the period was short of six 
years by twenty-four days. 

In construing the proviso, Cohen, L.J., as he 
then was, emphasized that (a) the obligation to 
pay, and (b) the power to revoke, and (c) the 
restriction on the exercise of the power to revoke, 
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had all to be found in the samé settlement, which 
of course might consist of more than one instru- 
ment. It would follow, therefore, that where 
there is a series of instruments in such cases a 
new settlement is created and the date of the new 
: settlement 1s the date of the last instrument. — ` 


The Nicolson and Bartlett Case 


The Nicolson case is on all fours with the 

Taylor case, as here as well there was a covenant 
to pay during the settlor's life (in the Taylor case 
it was for the joint lives), and the settlement was 
by way of deed of covenant to. make annual 
payments. In this case the first deed was executed 
on March 27th, 1943. Payments of the monthly 

sums were to.be made during the settlor's life 
The power of revocation was to be exercisable 
after the expiration of seven years from the date 
of the deed, i.e. after March 27th, 1950. 

The settlor executed a second deed on March 
28th, 1950, suspending the power of revocation 
for a further three years until after March 27th, 
1953. 

The payments down to, and including, the last 

payment due on February 28th, 1950, before the 
power.of revocation became exercisable after 
March 27th, 1950, were, of course, exempted. - 
- There was accordingly this difference between | 
Taylors case and .Nicolsom's case, in that, 
whereas in the former the original deed never 
satisfied the requirements of the proviso, in the 
latter the original deed fell within the proviso, 
so as to avoid the deeming effect of the section. 
This difference does not appear, however, to 
affect the underlying principle with regard to the 
taking into consideration of the effect of the 
constitution of a compound settlement. 

The question in the Nicolson case arose in 
connection with the payments which fell to be 
made after the expiry date of the original suspen- 
sion of the power of revocation, i.e. after March 
27th, 1950. 

The matter may be viewed in this manner. As 
regards these subsequent payments, if the 
relevant settlement which was to be taken into 
account for the purpose of the calculation of the 
period of suspension was the original deed of 
1943, then that period had expired, and the power 
to revoke was no longer suspended. If, on the 
other hand, the relevant settlement was the settle- 
ment of 1943 coupled with the deed of 1950, then 
there was a compound settlement, under which 
the first payment fell due on March 31st, 1950. 
But as the power of revocation, even after the 
three-year extension, came into operation in the 
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year 1953, the suspension was fora period of only 
€ years, 80 that the proviso was not satisfied. 


Underlying Principle of Taylor and 
' Nicolson Cases 


The underlying principle of these cases is there- 
fore that whenever a period of suspension of the . 
power of revocation is extended, a new compound 
settlement comes into being, and the calcula- 
tion of the new period of suspension must be 
made.by reference to the first payment to be 
made after that compound settlement, If the new 
period exceeds six years calculated from the date 
of such first payment, then the requirements of 
the proviso will be satisfied; if it does not exceed 
six years, then all the payments will be caught. 
Whether this result would also ensue where some 
of the payments, if calculated by reference to à 
prior deed, would fall within a six-year suspen- 
sion of.the power contained in such Greg deed, 
appears to be a moot point. 

Thus a deed is executed in 1954, add thé power 
of revocation is suspended for seven years until 
after. December 31st, 1961. In January 1958, 
the suspension of the power is extended for oné 
year, until December 31st, 1962, by. a second 
deed. | 

If the second deed had not been made, then 
quite clearly the suspension would have been 
effective under the first deed to protect all pay- 
ments made within the period expiring on 
December 31st, 1961. As, however, a compound 
settlement has now been created, all payments 
made after January 1958 would fall outside the 
proviso, if the new period of suspension was 
regarded as being required to be calculated by 
reference to the deed of January 1958, for the 
new period of suspension so calculated is only 
for five years. But it may be said that, notwith- 
standing the second deed, such of the payments 
that still fall to be made before December 31st, 
1961, are saved, on the ground that as regards 
such payments, reliance can still be placed on 
the original period of suspension created by the 
original deed, This is indeed a difficult problem, 
and obviously the safest course to adopt when 
extending a period of suspension is to ensure that — 
the new period is for more than six years calculated 
from the date of the first payment to be made after ` 
the date of the new deed. 


Scott’s Case 


To turn now to Scott’s case. 
There the original deed of covenant for the 
payment of annuities was made on July 3rst, 
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1941. The settlor covenanted to make the pay- 
ments during his lifetime; to trustees for the 
benefit of certain charities. The deed contained 
a power of revocation exercisable after August rst, 
1948, so that the period of suspension of the 
power of revocation was seven years. 

On January 26th, 1948, the appellant release 
his power of revocation. There is therefore this 
significant difference. Whereas in the two 
previous cases the suspension was extended for a 
limited period which fell short of the six-year 


period, if the calculation was to be made by: 


reference to the date of the later deed, in Scott’s 
case the suspension was. extended for the re- 
mainder of the life of the settlor, in other words, 
the power to revoke was completely barred. 

The question moreover in Scotts case arose 


under an entirely different provision. It arose. 


under Section 26 of the Finance Act, 1946 (now 
Section 415 of the Income Tax Act, 1952), 
which was aimed principally at putting a stop to 
the practice of settlors avoiding surtax by 
entering into “seven-year covenants’ in favour of 
charities or employees, which wére not revocable 
within the six-year period. Section 26 of the 
Finance Act, 1946, only applied to deeds made 
on or after April roth, 1946. 


Question in Scott’s Case under a Different 
Provision 


The question which arose was as to whether 


the material settlement was one which was made 


on or after April roth, 1946. If the first deed of 
July 31st, 1941, was the material one, then the 
section would not have applied and the pay- 
ments made after the 1946 Act would not have 
been caught by the provisions of Section 26; on 
the other hand, if the material deed was the deed 
of August 1st, 1948, then the settlement would 
have been one made on or after April roth, 1946, 
and the payments made after the passing of the 
1946 Act would have been caught. 

The question, therefore, in Scott’s case, was not 
as to the calculation of any new period of sus- 
pension of the power of revocation as the result 
of the extension of the suspension by a new 
deed, but as to what was the settlement under 
‘which the payments were made. 


Distinction between Scott's Case and the 
Taylor and Nicolson Cases 

The Special Commissioners, on the basis of 

the Taylor and Nicolson cases, held that a new 

compound settlement had been effected as the 


result of the second deed of January 26th, 1948, 
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80 that the relevant settlement was one made after 
April roth, 1946. With this view, however, Mr 
Justice Harman disagreed. In his opinion the 
payments were still made under the 1941 deed 
and not under the 1948 deed as part of the 
settlement under which the income arose. 

It must be confessed that it is extremely 
difficult to reconcile the Scott case with the two 
earlier cases. 

If as the result of an extension of the power 
of suspension by a later .deed a compound 
settlement is effected so that all- subsequent 
payments are to be regarded as being made 
under that settlement, with the result 
that the calculation of the new period of sus- 
pension is to be determined by reference to the: 
later deed, it would seem to follow that the first 
payment made thereafter arises under the com- 
pound settlement which is effected as at the date 
of the later deed. 

In similar circumstances it appears difficult to. 
argue for the purpose of Section 26 of the 
Finance. Act, 1946 (now Section 415. of the 
Income Tax Act, 1952), that the payments made. 
subsequently to the later deed. arise under the. 
original deed. : 


, Possible Basis of Reconciliation of 
` Authorities 


But perhaps one way of reconciling these 
decisions is by maintaining that a compound 
settlement is not constituted where there is 
merely a complete release of the power of 
revocation for all time, as distinct from an 
extension for a further period of the period of 
suspension. Where there is such a complete 
release, the original settlement is the only 
settlement, and all that is effected is that such 
original settlement ceases to be a settlement 
containing any power of revocation at all. 

It appears from the judgment of Harman, J., 
in the Scott case that he negatived the idea formed 
by the Commissioners that a compound settle- 
ment had been effected. 

However that may be, it would seem that die 
extension of periods of suspension of powers of 
revocation may be safely effected by making the 
extension one for at least a further period of 
more than six years. Where, however, any ques-. 
tion may arise as to the application of Section 415 
of the Income Tax Act, 1952, the only safe. 
course would be to release the power of revoca- 
tion completely, that is, assuming that the 
decision in the Scott case continues to be 
authoritative. 
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Weekly Notes 


Bank Rate at 54 per Cent 


HE fall in Bank rate last week by A per cent to 

54 per cent was unexpected only in the sense 
that this was not thought to be the precise Thursday 
on which: a change would be made. The change was, 
however, expected to take place about this time. The 
general economic situation since the last change on 
March 2oth has favoured a further reduction and 
only the troubles abroad, notably in France, com- 
bined with the unsettled strike position in the trans- 
port industries made people expect that it might be 
put off a little longer. 


The official reason for the change i is based mainly 
on technical considerations, especially the continued 
improvement in sterling and the gold and dollar 
reserves and the general decline in world interest 
rates. It is undoubtedly true, however, that the 
reduction of Bank rate from 7 to 54 per cent since 
the middle of March has reduced it from an emer- 
gency level to one where a flexible Bank rate policy 

e pursued. In other words, the Bank rate has 
been used in what is considered to be the correct 
classical fashion of administering a sudden and 
comparatively brief shock to the economy through 
the interest rate structure and returning quickly to a 
long-term conventional level as soon as its job is 
considered to have been done. Bank rate can now 
be used again if need be to mend a crisis, although 
the likelihood of an economic crisis in the later 
months of 1958 is thought to be less likely than the 
prophets would have been prepared to foretell six 
months ago. 

In addition, whatever the official view may be, a 
reduction of even $ per cent in Bank rate at the 
present time is likely to be taken in trade and industry 
as an indication that the economy is to be prepared 
for a period of re-expansion. The Government is 
now face to face with the problem of expandin 
industrial output without throwing away the recent 
gains in the fight against inflation. 


Building Societies and the 
Finance Bill 


TE proposed increase in the lowest rate of 
profits tax to ro per cent, accompanied by the 


new provision to treat the interest paid by building 
societies on shares and deposits (with an addition 
for the relevant income tax) as a deductible expense, 
means a net relief to building societies which in many 
cases will be little or no more than one-third of their 
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present profits tax burden. So states the May issue of | 


Building Society Affairs, published by the Building 
Societies Association. The Association considers. that 
the rate of tax should remain at 2 per cent, notwith- 
standing the allowance of interest as a deduction in 
arriving at profit. It is interesting to recall that when 
‘National Defence Contribution’ was first imposed in 
1937—at 5 per cent — there was a special provision 
under which building societies paid at 14 per cent but: 
were not allowed to deduct interest on money bor- 
rowed from members or depositors. 

The Association welcomes the new reliefs from 
stamp duty on conveyances but suggests that no 
person buying a house for his own occupation should 
have to pay any stamp duty. It is not only the 
conveyance which bears ad valorem duty; the mort- 
gage deed also bears duty. Under the general law 
this duty would be payable by the lender (Stamp Act, 
1891, Section 15) but building societies advancing 


money on mortgage normally require the borrower to 


pay it. 


France and the Common Market 


HE French crisis has probably made the am- 
bitious time-table for the free trade area negotia- 


tions set by the United Kingdom Government some. 
time ago nothing more than an academic exercise.. 


Given the most propitious circumstances and the 
avowed willingness of the West German Govern- 
ment to use its good offices with France to bring a 
free trade area into existence, the possibility of a 
treaty by the end of 1958 was always problematical. 
For several weeks France has had in effect no guiding 
hand on its external economic policy and its views 
on such matters as the free trade area have been 
unformulated for a number of weeks. When stability 
is restored to the French political situation, the 
western European countries may find that they have 
to begin all over again so far as the free trade area 
is concerned. 

It is, of course, quite otherwise as regards the 
common market, Support for France by the other 
members of the common market was announced 
last week after a specially convened council of 
ministers in Brussels, The meeting had been called 
on the initiative of the Common Market Commis- 
sion to decide what joint action could be taken by 
member-countries to help in the French financial 


crisis. The ministers decided to take a favourable’ 


view on any proposals for a six-nation approach on 
France’s behalf to other international organizations 


to which it may have to appeal. In other words, a - 


broad hint has been dropped that the franc is no 
longer the preoccupation of France alone but, 
owing to the treaty obligations of the European 
common market countries, it is now backed to 
some extent by the united strength of the six mem- 
bers of the European common market. This may be 
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a source of gratification to the French and is indeed a ` 


sign of solidarity among the six member-countries, 
The Germans may have reservations, however. 
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There has always been a school in Germany which 
thought that in accepting the idea of the European 
common market on France's terms, the very strong 
deutschmark was tying itself to a weak and per- 
petually convalescent French franc. This school of 
thought will read confirmation of its views in the 
latest move from Brussels and this may strengthen 
German resolution to support the idea of a free 
trade area which will tie the German economy 
more closely to those of the possible seventeen 
inember-countries of such an area and correspond- 
ingly less to France. 

| 
| Opinion of German Industry 
LYHOUGH the present political situation must 
inevitably slow down the rate of negotiation on 
the free trade area, a certain amount of progress is 
being made. 'The Council of the International 
Chamber of Commerce held a two-day session in Paris 
recently and a resolution in favour of the free trade 
area, put forward under Swiss auspices, rather 
surprisingly obtained the support of the F rench 
Employers' delegation. 

Meanwhile in Germany, the Federal Association 
of German Industries has listed in its annual report 
the conditions which it would like negotiated into a 
free trade area agreement. The Association considers 
that a free trade area is essential to the economic 
prosperity of the European economic community 
which comprises the European common market. 

' The Association puts forward a number of condi- 
tions for acceptance of the free trade area idea. ‘These 
include consultation between members whenever 
lone of them intends to take steps incompatible with 
the aims of the free trade area, exclusion by specific 
iclauses of various kinds of unfair competition, a 
special status to be granted to the less in ustrialized 
member-countries, adoption of a formula for certifi- 
Gong of origin where harmonization of tariffs is 
impracticable, supervision of the whole scheme by 
.E.C., and long-term agreements for agricul- 
pis 
| In addition to these general points the Association 
| considers that certain adjustments should be made 
in the export policy of the British iron and steel 
(eg to fit in with the coal and steel community. 


Option Dealing 


Te London Stock Exchange Council has de- 
cided to permit the restoration of option dealings. 
At the annual meeting of the Stock Exchange there 
! was a hand vote overwhelmingly in favour of 'options' 
and this was confirmed by a poll vote showing a 
‘two to one’ majority in favour. A committee of 
, Council members will now consider the formulation 
of rules to govern option dealing and in its task has 
called for the assistance of members with pre-war 
experience of this type of business. 

During the Second World War, stock exchange busi- 
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ness was on an entirely cash basis. À year or so after 


-the war account business was resumed and ‘new time’ 


dealing and 'contango' facilities followed. ‘Options’ 
remained the missing cog from the old pre-war 
machinery. The Council view was recognized as 
being that ‘options’ would introduce an unnecessary 
and undesirable speculative element. 

For some years pressure for the restoration of 
option dealing has grown and the Council has had 
due regard to the strength of the recent vote. It 
seems doubtful, however, whether the investing 
public will be much concerned with option dealing; 
those most concerned are likely to constitute the 
professional speculative element in the House itself. 
With business currently on a very small scale, how- 
ever, Stock Exchange members are obviously pre- 
fig ared to support a proposal which could lead to a 

e 


her business turnover. 


Company's Sports Ground Relieved from 
Rates 


T= Divisional Court has decided that a sports 
J ground, owned and occupied by an insurance 


company and maintained by it for the benefit of its 


employees, is a hereditament which falls within 
Section 8 (1) (c) of the Rating and Valuation (Miscel- 
laneous Provisions) Act, 1955, and accordingly 


qualifies for the rating relief provided by that section. 


Royal London Mutual Insurance Society Ltd v. 

Hendon Borough Council (The Times, April roth, 
1958).) 

Section 8 (1) (c) applies to: 

‘any hereditament consisting of a playing field (that 
"is to say, land used mainly or exclusively for the pur- 
' pose of open-air games or of open-air athletic sports) 

occupied for the purposes of a club, society or other 
organization which is not established or conducted 
for profit and does not (except on special occasions) 
make any charge for the admission of spectators 
to the playing field'. 


The management and control of the ground was 
undertaken by a committee formed jointly by two | 
clubs, whose members comprised the headquarters 
clerical staff of the company. The expenses were met 
partly by the employees and partly by the company. 
It was conceded by the rating authority that the 
ground was a playing field and that the clubs were not 
established or conducted for profit. The sole question 
for the Court was whether the ground was ‘occupied 
for the purposes of a club’. The Lord Chief Justice, 
giving judgment, said it was clearly the intention of 
Parliament that grounds such as this should have the 
rating relief conferred by the statute. If there was 
any substance in the suggestion which had been 
made that the company derived benefit from the 
ground, that benefit was too remote to be taken into 
account. In any case he could see no reason for 
reading the word 'exclusively' into the section. 
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Reviews 


Installing Electronic Data Processing 
Systems S 


by Ricuangp G. CANNING. (John Wiley & Sons Inc, 
New York; Chapman & Hall Ltd, London. 48s net.) 


This book follows the author's previous work, Elec- 
tronic Data Processing for Business and Industry, 
which dealt with the investigation and planning work 
involved in the period prior to the placing of an order 
for electronic data processing equipment. The present 
book covers the period from the placement of the 


order to the initial phases of operation of the new 


system. It describes the actual experiences of several 
large American corporations in respect of systems 
planning, programming and coding, installation of 
the equipment and conversion from the old systems 
to the new, all of which are built up in the form ‘of a 
composite case-study. 

The first chapter is addressed primarily to manage- 
ment and outlines some of their responsibilities in 
connection’ with the adoption of electronic data 
processing methods. The author emphasizes in this 


connection that success still depends more on the, 


people than the machine, and that the relative 
advantages of different machines are secondary to 


the methods by which the machines are used -. 


rather obvious points which apparently are all too 
often overlooked in practice. 

The book then goes on to describe the detailed 
planning, programming, installation, and operation 
of Phase I of the new systems covering a period of 
three and a half years. This system, which when com- 
plete will integrate all routines in respect of pro- 
duction and inventory control, and purchase and 
sales accounting, is operated on a large-scale com- 
puter with numerous magnetic tape files as the basis 
of the system. 

Personnel selection and training, and organiza- 
tional problems are discussed and actual computer 
programming experience is given. considerable atten- 
tion. In the latter connection, it is stated that in 
general, after a computer program has been in 
operation for a year or so, the programmers feel that 
they finally see how it should have been written in 
the first place and they welcome any opportunity to 
rewrite it completely — a statement that usually causes 
management to shudderl 

Mention is made of the part played by the auditors 
in the planning period, and the means of maintaining 
the necessary division of responsibility to prevent an 
electronic data processing operator having complete 
control over a transaction from beginning to end is 
discussed. 
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Finally, some of the benefits of installing electronic 
data processing systems ‘are described and in the 
instance of the composite case study under review, 


' the main benefits are stated to be the facility to 


operate improved business and cost control tech- 

niques, ati improvement in the control of factory 
operations and a reduction in the processing time of 
customers’ orders — all factors leading to an improved 
competitive position of the company.  . 

The book makes interesting and easy reading and 
should be of value to both the managements and 
accountants of companies who are planning or con- 
templating the installation of an electronic computer. 


Parkinson's Law 
by C. NoRTHCOTE-PARKINSON. (John Murray Ltd, 
London. 12s 6d net.) . 


Work expands so as to fill the time available for its 
completion. Parkinson's pronouncement does not 
create a new human situation but it strikingly draws 
attention to a convention which has been blithely 
accepted and blatantly practised for generations. 
The author’s illustrations are taken mainly from the 
Civil Service and big business but the law operates 
among all congregations of workers including, it 
must be admitted, the accountancy profession. An 
audit took three weeks last year, therefore, whether 
or not it was done expeditiously on that occasion, 
that is reckoned to be the time available for its 
completion this year. One clerk could do the audit 
single-handed without undue fatigue but tradition 
and prestige calls for two assistants. 

Again, a partner has a letter to answer but, pressed 
for time, asks a senior member of his staff to draft a 
reply. The senior, in turn, wishing to get on with 
some other work, delegates the superimposed task to 
a junior. A tentative reply is eventually placed before 
the partner who proceeds to alter it so drastically that 
the final letter is what he would have written if his 
assistants had never been born. ‘Far. more people’, 
says Parkinson, ‘have taken far longer to produce the 
same result. No one has been idle. All have done 
their best.’ 

Parkinson probes bebe into other aspects of 
social and business relationships, among them: 
methods —ancient and modern — of advertisirig for 
and selecting suitable staff, the technique of behaving 
importantly at cocktail parties and gambits for 
expediting the retirement ('efficiency declines at R 
minus 3, irrespective of the age at which R has been 
fixed’) of.one's superiors with the appropriate 
defensive measures to be taken by those so threatened. | 
Indeed, so wide and deep is his range that he has 
been hailed variously as the Darwin of the Industrial: 
Revolution and the greatest political economist since 
Stephen Leacock. It is not too much to say that his 
deflationary doctrine, were the sententious world to. 
give it the serious attention it merits, might well 
bring about the early extinction of that ridiculous 
creation of modern society, the V.I.P: ' 
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The Control of Inflation 

by J. E. MEADE, C.B., F.B.A., M.A. (Cambridge Uni- 
versity Press, London, 5s net.) 

The newly appointed occupant of the Chair in 
Political Economy at Cambridge devoted his in- 
augural lecture to a consideration of policies for the 
control of inflation which are compatible with the 
maintenance of a free economy. The essence of his 
proposal is a declaration by the Government of its 
determination to stabilize the price level (as measured 
by a specially designed price index), by a combination 
of monetary and fiscal policies even at the expense 
of some slack in the economy. The overall economic 
policy should be determined by a body to be known 
us the ‘Stabilization Commission’, which shall be 
subject to the Chancellor’s direction, while a body 
similar to the Cohen Committee should be entrusted 
with the preparation of estimates of wage increases 
in different industries which would be compatible 
with the best distribution of labour and the main- 
tenance of price stability. 

There would have to be extensive State provision 
to facilitate the transfer of workers between jobs, 
while Professor Meade advocates that restrictive 
practices in the labour market should be subject to 
‘public scrutiny and control’, Each reader of this 
clearly-argued thesis will have his own views on the 
Jikelihood of such proposals gaining political accept- 
ance, but it can be argued that at some stage public 
opinion wil wake up to the consequences of a 
creeping inflation and will then be prepared to 
accept the necessary controls. Professor Meade has 
performed a valuable service in setting out in such 
clear language just what minimum requirements 
must be met if stability is to be achieved. For this 
reason one would have wished that the publishers 
had produced this lecture in cheap pamphlet form so 
that it would be more widely read, rather than in the 
present more expensive three-colour jacket and cover. 


The Substance of Economics 


Fourteenth Edition by H. A. SILVERMAN. (Sir Isaac 
Pitman & Sons Ltd, London. 2os net.) 


A work which can run through fourteen editions in 
twenty-five years presumably possesses some special 
qualities. Its attraction for the student reader is 
immediately apparent; it is concise yet readable. It 
sets out the basic propositions and principles of most 
branches of economics with a wealth of definitions 
in such a way that the student can commit them to 
memory. The book also contains some useful back- 
ground material relating to the major economic 
events and changes in the past quarter of a century. 

While there are differences of opinion as to the 
best method of teaching economics to the beginner, 
modern opinion, on the whole, is not in favour of 
the approach adopted in this book. The emphasis on 
definitions is very marked and it is apparent from 
some of the more unusual ones that a deliberate 
attempt has been made by the author to present the 
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subject in this way. Similarly, although it is con- 
venient to have the pros and cons of various policies 
set out in neat tabular form, especially for revision, 
the teacher may reasonably contend that this is not 
the way to teach principles of economic analysis. 
This consideration is of great importance, for even 
the more elementary examination papers nowadays 
place a greater emphasis on the student's knowledge 
of analysis rather than the older type of factual 
question. 'l'he author's treatment of the equilibrium 
of the firm would hardly enable the student to 
provide more than a very sketchy answer, while one 
statement on the optimum size of the firm which 
appears on page 46 is meaningless as a result of the 
author's efforts to simplify his exposition. 

Nevertheless the reviewer considers this a better 
book than many of its more youthful competitors 
which are directed to the professional student. It 
may be especially helpful for the weaker student who 
is having difficulty in understanding a modern text 
on economic analysis, for it provides a much simpler, 
if somewhat incomplete approach, which he will be 
able to follow. S 


Your Business: The Right Way to Run It 


by ANDREW GEORGE bor, (Eliot Right Way 
Books, Kingswood, Surrey. 7s 6d net) 

This book contains twenty chapters of subjective 
snippets of advice to the small trader. Its appearance 
might have passed unremarked upon in these columns 
but for some very peculiar notions its author enter- 
tains and expresses about accountants. In Chapter 9 
(on accounts and methods) he recommends his 
readers to employ a chartered accountant and then 
in Chapter 12 (on income tax matters) he goes on to 
make such irresponsible statements as: 

‘In theory, your accountant is your guide and he 
should show you all the legal ways in which this or 
that item can be charged out of expenses and not 
out of taxed income, but in practice accountants — 
in my experience ~ usually fail. Remember not all 
men are high-minded and it is not their money they 
ere parting with! Perhaps the main reason, however, 
is that accountants do not want trouble either for 
themselves or for you.’ 

and: 

"Where accountants are apt to fail you is in 
matters of doubt. It is easier not to bother to ‘fight 
battles’ on your: behalf. How much smoother it 
makes their lives if yours is one of the balance 
sheets which is passed by the Inspector easily. 
An accountant may have hundreds of customers 
among whom are a score of troublesome ones. If 
you are soft, that is likely to please him because, 
after all, he has his ‘reputation’ with the Inland 
Revenue to think of. He naturally does not want to 
get on their wrong side more often than he must.’ 
Mr Elliott, the jacket of his book points out, has 

written twenty-one books which have sold about two 
million copies. He ought, therefore, to have known 
better and certainly to have thought twice before 
letting loose such dangerous nonsense. 
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Origins of Ownership 


by D. R. DENMAN, M.A, PH.D. (George Allen & 
Unwin Ltd. 22s 6d net.) 


Although much has already been written on the 


subject of land ownership and tenure in England from. 


historical, legal and economic aspects, the relevant 
passages are usually embedded in larger works with 


broader general themes. Mr Denman, in compiling , 


this fascinating book, has extracted the most authori- 
tative of these and has woven them into a corporate 
account which spans from pre-history to the compara- 
tively modern era of the fifteenth century. Consider- 
ing the mass of difficult material he has hàd to assimi- 
late, his narrative, even to the layman, is commend- 
ably smooth and his references to the many works 


which he has consulted do not unduly interfere with 


the reading of the main text. 

This book will delight all accountants with a liking 
for social history. Mr Denman notes in passing that 
the highlights of medieval officialdom were the 
auditors into whose ears 'the detailed accountancy 
of a year's management' was 'rehearsed, checked 
against manorial extents and comrmitted to account 


rolls'. He regrets that the accountancy records of tlie: 


Middle Ages were limited to statements of income and 
expenditure and gave no indication of the labour 
expended in improving land and buildings so that, 
as he says, the full extent of the inte economy 
then practised remains hidden. 


SHORTER NOTICES 


FILING Systems, Fourth Edition, by Edward A. Cope 
and C. Ralph Curtis, PH.D., M.SC.(ECON.), F.C.I.S. 
(Sir Isaac Pitman & Sons Ltd, London. 12s 6d net.) 


Everyone who has experienced the agonies of frustra- 


tion caused by inefficient filing methods will ap- 
preciate the importance of order and accessibility 
where office records and papers are concerned. First 
published in 1920, this little manual has expanded 
with its subject and, in its present form, has been 
thoroughly revised to bring its information up to date 
with the various new systems which have been 
marketed in the intervening period. 

WHILLANsS’s Tax TABLES AND TAx RECKONER, 1957- 
58, by George Whillans, pn, F.I.T., F.R.ECON.S. 
(Butterworth & Co (Publishers) Ltd, London. er net.) 
This years edition of Whillans follows the now 
familiar lines. To make room for the rates and 
allowances of 1957-58, those for 1948-49, 1949-50 
and 1950-51 have been dropped while the presenta- 
tion of profits tax has been slightly altered. This 
publication is very handy as it enables one to find 
rates and allowances for current and past years at a 
glance. 

HOTELS AND RESTAURANTS IN GREAT BRITAIN AND 
IRELAND. Thertteth Edition, 1958. (British Hotels and 
Restaurants Association, London. 3s 6d net.) The 
1958 edition of this guide now published contains 
details of hotels, licensed and unlicensed, and of 
licensed restaurants in Great Britain, Ireland and 
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overseas. The guide's main section gives full par- 
ticulars of each establishment including its size, 
situation, amenities and tariff. There are also road 
maps, mileage tables, main route diagrams showing 
distances and details of ferry services in this com- 
prehensive publication. 

CAREERS ENCYCLOPEDIA, Second Edition, by G. H. 

Chaffe and P. T. Edmonds. (Cleaver-Hume Press 
Ltd, London. 15s net.) For the many young people 
about to embark on a career, the second edition of 
this comprehensive encyclopedia offers a bewildering 
variety of choices. It gives details of the nature of the 
work in many occupations, the educational require- 
ments, personal qualities, training and prospects in 
them. Among some 240 careers about which informa- 

tion is given, accountancy would certainly seem to be 
one of the careers with the most attractive long-term 
prospects. 
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Company ‘Shell’ 
MÓRTIN-BLACK LTD, whose 1957 accounts 

V Awe reprint this week, provides a typical example 
of the ‘shell’ company method of marketing shares 
and obtaining a quotation for them which has been 
dria a 2 the withdrawal of the surtax ‘um- 

rella’. 

' Many private companies have built up substantial 

reserves on which only income tax and profits tax at 
the non-distribution level have been paid. The 
incentive to continue the building-up has been 
lessened by the Budget proposal of a single-rate 
profits tax, but for director-controlled companies 
there is still the surtax problem to be faced. 'The 
‘shell’ system enables retained profits to be withdrawn 
without further tax liability. 
. The private company in this case was Martin, 
Dlack & Co (Wire Ropes) Ltd, whose product, 
among other things, helped to restore the Cutty Sark 
in her permanent berth at Greenwich; the front 
Cover of the company's report and accounts shows 
the famous ship. ` 
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Finance and Commerce 


The ‘shell’ was Juru Estates Ltd which formerly 
owned rubber and coco-nut plantations in Malaya. 
Its estates and trading assets were sold in 1954 and 
the resultant net assets of approximately £86,500 
became available for investment. Juru Estates was a 
public company with a stock exchange quotation for 
it$ shares. i 


Loan Stock Consideration 


By an agreement of August 15th, 1957, Juru Estates 
Gaderssk to GE issued capital of the rope 
company for £450,000, to be satisfied on completion 
by the payment of £75,000 in cash and by the issue 
at par of £375,000 6$ per cent Unsecured Loan Stock 
1963-77 to the vendors of the shares in the rope 


. company. Shortly after, the name was changed to 


Martin-Black Ltd. i 

The net assets involved were shown at £463,186, 
represented by £24,000 of ordinary capital, £1,200 
of. deferred shares, £177,150 in capital reserves 
(£5,061 general and £172,089 in respect of revalu- 
tion of heritable properties), {6,600 in a reserve 


Summary and Comparison of Balance Sheets of Martin Black & Co. (Wire Ropes) Ltd. and its Subsidiaries 





FIXED ASSETS. 
Lands and Buildings. 


As at 3ist December, 1957 As at 3ist December, 1956 
























































| At Valuation at 3rd May, 1957.. £203,000 — 
| At Cost .. a x 2x 24,510 : £51,890 
| Less: Agg Depreciati 7810 uc 
es: regate Dep on ae A ae Sg 4 : " 
| : £219,700 -—— = £145,561 
Piant and Machinery, Office and Canteen Furnishings and Equipment and 
Motor Vehicles. i 
$ At Cost, or at Book Value at 3ist January, 1948 £380,090 £287,475 
| Less: Aggregate Depreciation wg T ia 205,005 (83,186 
| 175,085 £104,289 
i Preliminary Expenses .. — 5i 
Patents. 
At Cost .. i vs £314 ` £235 
Less: Aggregate Depreciation 214 135 i 
t00 i00 
TOTAL AXED ASSETS ‘ £394,885 £150,001 
CURRBNT ASSETS. 
Stocks .. £324,827 5 
Debtors m 265,975 211,728 
Investments .. Ee i2, 10,526 
Bank and Cash Balances i 3,512 13,748 
` £606,780 £511,460 
LESS: CURRENT LIABILITIES, ' 
Creditors and Accrued Charges £121,285 £104,102 
Bank Overdrafts es CS 33,386 12,809 
Proposed Divid nd (Net) 19214 pr^ 
roposí en et , 
, £263,096 193,787 
NET CURRENT ASSETS £343.684 £343,684 £317,673 £317,673 
. £738,569 £467,674 
Deduct: 
Mortgages secured over Heritable EN See Sa Di ag £4,050 £4,250 
Loan from industrial and Commercial Finance Corporation Ltd. 43,400 ,700 
Unsecured Notes 1958/63 ee 26 +. as er s. 45,000 45,000 
Minority Shareholders' Interests e e a e oa ap ae kee 12 
Reserve for Future Taxation and Taxation Equalisation ms aed s 94,540 80,564 
186,990 176,526 
NETT ASSETS represented by Issued Share Capital of Martin Black & Co. (Wire ——— 
Ropes) Ltd., reserves and unappropriated profit vs es ee " £551,579 £291,148 
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created in terms of a loan agreement 
with the I.C.F.C., and £254,236 in 


revenue reserves and undistributed . 


profit. 

The unsecured loan stock bears 
interest from January ist, 1959. 
Capital is repayable on terms that 
Stock not purchased by the com- 
pany, which it is at liberty to do at 
a price not over £97 per cent and 
within the limit of £25,000 nominal 
in any year from January ist, 1963 
onwards, will be repayable at par 
by fifteen equal annual instalments 
commencing on December arat, 
1963. From that date also, the whole 
of the stock may be redeemed at 103. 

It was emphasized in the state- 
ment published for the purpose of 
the re-grant of quotation for the 
shares of the company in its new 
form, that in view of the need to 
provide for capital repayments com- 
mencing in 1963, it would be 
necessary to pursue a conservative 
dividend policy for some years 
ahead. The first dividend prospect 
was on a 20 per cent per annum 
basis. l 

At the time of the share marketing 
it was stated that some 5 per cent 
of the capital was already publicly 
held. A further 30 per cent was 
placed by the Minster Trust at 4s a 
share and the remaining 65 per cent 
was retained by the vendors of the 
wire rope company. 'T'he shares now 
stand in the market at 6s 64. 


Saxone Profit 


accounts issued by Saxone 

Liley & Skinner (Holdings) 
Ltd are the first to be issued since 
the merger of Saxone with Lilley & 
Skinner in January 1957 covering 
thecombined trading activities of the 
whole Group. Inconsolidated terms, 
they show assets and [liabilities 
representing capital, reserves and 
SMS totalling approximately £71 
illion, and a net trading profit of 
41,481,947 compared with £895,338. 
The comparison given in the 
profit and loss account, however, is 
not a true comparison, Mr T. 
Lilly, the chairman, points out, 
because the 1956 figure is for the 
former Saxone Shoe Company only. 
On a true comparison, the net profit 
before tax, of £1,128,232, he says, 
would have shown a decrease of 


Summary and Comparison of Profit und Loss Accounts of Martin 


Black & Co. (Wire Ropes) Ltd. and Its Subsidiaries 


Year ended 
£204,219 


£222,348 


Year endod 


Jist December, 1957 31st December, 1956 


(less ~ in 1956 ~ loss of a Subsidiary 
perty, Equipment, Plant and 


less: Depreciation on Pro 
Motor Vehicles 
Audit Fees and Expenses 


TRADING PROPIT 
. Company) .. 
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4,481 
——— 28,449 


£23,329 


33,240 








Loan and Mortgage Interest (Gross) 


PROFIT BEFORE TAXATION .. 


£189,108 


gdom Taxation on the Profits 


Dominion and United Kin 

















Income Tax 
Profits Tax 
Dominlon Tax .. 


for the year. 
Add/Deduct: Taxation adjustments for previous year ., 


AMOUNT AVAILABLE FOR APPROPRIATION.. 


NETT PROFIT AFTER TAXATION .. 


(Wire Ropes) Ltd. less Income Tax .. 


Proposed Dividends of Martin Black & Co. 
Profits Tax In respect of Dividend 


Whereof: Capital Duty and other Issue Expenses 
Transfer to Pension Reserve Fund 
Transfer to Loan Redemption Reserve 








AMOUNT UNAPPROPRIATED 


MARTIN-BLACK LIMITED 
BALANCE SHEET AS AT 3ist DECEMBER, 1957 


Als December, 1957 31st March, 1957 
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CURRENT LIABILITIES, 
Sundry Creditors 


Lass:— 


Unclaimed Dividends | 














UNAPPROPRIATED PROFIT 
CAPITAL RESERVE zx 
ISSUED SHARE CAPITAL 


Proposed Dividend (Net) .. 


Represented by m- 


Provision for Taxation 
UNSECURED LOAN STOCK 1963/77 


Deduct:— 
"NHTT ASSETS 








less: Applied to pay up in full 435,000 shares 
of 2/. bere during the period : 


Note: CAPITAL RESERVE. 
Az at 3ist March, 1957 .. 
As st 31st December, 1957 


JAMES R. HENDRY, Chairman. : 
JOHN GOODLET, Director, 
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SH MARTIN-BLACK LIMITED 
. CONSOLIDATED BALANCE SHEET AS AT 3ist DECEMBER, 1957 





CAPITAL OP EE en 


Authorised Ps vs ; .. £85,000 
Issued: auct E Shares of 2/- each fully - 
paid . Vs $4 ong eg e £72,500 
CAPITAL RESBRVES. 
General £7,152 


Surplus arising from Revaluation of Works, Lands ^ 
and Bulldings; pre-acquisition reserves and un- 
distributed profits; less excess of book values 

! Over par values of Sg In See 

















! Companies - gi M 49,796 
| £56,948 
RHVENUE RESERVES. 
Pension Fund . £7,639 
eU of Loan from Industrial s Commer- 
nance Corporation Led... eg 9,900 
. Stock Contingencies .. oe vs Se eng 22,316 
Unappropriated Profit E ya ex . 21,034 
£60,889 
£190,337 
FUTURE UNITED KINGDOM TAXATION, 
Estimated iiabillcy for income Tax (a .. £88,540 
Taxation Equalisation Reserve s š e 6,000 
, - £94,540 
LOANS, 
lOn Mo apin secured over certain buildings .. £4,050 
ede nd Commercial Finance Corporation nam 
en ae eg oe 3, 
em Notes 1958/63 Ki ae M ae 45,000 
‘Unsecured Loan Stock 1963/77 oe ee on 3 
467,450 
"URRENT LIABILITIES, PROVISIONS AND 
| sd sa ed £122,320 
, Creditors and Aceru Charges 2x d Gg l 
Bank Overdrafts ; . Se 33,396 . 
, Provision for United Kingdom Taxation ace és 93,311 
, Dividend of Martin-Black Ltd., less Income Tax . 6,253 
255,270 
£1,007,597 





| MARTIN-BLACK LIMITED AND ITS SUBSIDIARY 
COMPANIES 


k CONSOLIDATED PROFIT AND LOSS ACCOUNT 
, FOR PERIOD ENDED 3lst DECEMBER, 1957. 


'RADING PROFIT (Comprising profit of Martin- 
! Black Led. for 9 months and of e supe diaries for 











' E2 months) .. ^i £222,625 
Less: :—~Depreciatlon jos , 
Audit Fees and Expenses 640 
Interest on Mortgages and Loans (Gross) 4,229 
—— 33,292 
7ROPIT BEFORE TAXATION. £189,333 
Deduct:—Taxation on the pronto of the year: — 
Income Tax  .. N »» £89,345 
Profits Tax .. D i vs 8,406 
Dominion Taxation .. vi VE 587 
£98,338 
Distribution Profits Take on Geen of 
a Subsidiary  .. , Se 7,144 
——— 105,482 
NETT PROFIT AFTER TAXATION . ; £83,851 
Add:-—Taxation Adjustment for previous year. 2,051 
: £85,902 
Deduct:—Capital Duty and other issue Expenses £7,605 
Pre-acquisition Profit Ponies to 
, Capital Reservo T e 51,788 
€—— 59,393 
AMOUNT AVAILABLE FOR APPROPRIATION £26,509 
WHEREOF: i 
Transferred to Pension Fund Reserva .. Vs £2,000 
Transferred to Loan Redemption Reserve .. 3,300 
Dividend of Martin-Black Led. less income Tax.. 6,253 "E 
AMOUNT UNAPPROPRIATED i £14,956 
Add: Balance brought forward from previous 
period (Martin-Black Ltd. only) gës 6,078 
BALANCE CARRIED FORWARD z is £21,034 
By Martin-Black Ltd, CR? D ee CR) E £9,106 
By the Subsidiary Companies  .. Sie vs LI, SEH 


We SERA tac] 
a 





FIXED ASSETS. 
LAND AND BUILDINGS: 


At Valuation at 3rd May, 1957 .. si .. £203,000 
At cost ave Sa See ia T "m 24,510 
—— SCH 
7 te De nto date .. as , 
g — ——- £219,700 
PLANT, MACHINERY, OFFICE AND CANTEEN 
FURNISHINGS AND EQUIPMENT, AND 
MOTOR VEHICLES: 
pip pid at pope value mud Ut EDAD tas £380,090 
Less: Aggregate Doproctation to date e 205,005 
———— 175,085 
PATENTS: 
SE cost i js Se EI 
less: Aggregate Depreciation to date .. ds 214 Ges 
£394,885 
CURRENT ASSETS. 
Stocks . . £324,827 
Debtors and payments In advance < Ss x e 266,307 
Quoted Investments... .. e deer Za Më 1,396 
Unquoted Investments Pd m 11,080 - 
Kuelen at bank and cash on hand . s e 9,112. 
612,712 
i 
JAMES R. HENDRY, Chairman, 
e JOHN GOODLET, Director. 
£1,007,597. 








NOTES ON THE ACCOUNTS 





I. There are outstanding commitments for capital! expenditure amounting 
to approximately £18,079. : 


2. Figures relating to the Canadian Subsidiary Company have been con- 
verted into Sterling at the rate of $2.80 to the £ 


3. reg Value of the quoted Investments at 3ist December, 1957, 
was 


4. The Directors estimate the value of the unquoted investments (which 
Include a life assurance policy with a book value of £10,425) at £14,035. 


5. Interest wa ee down to 3lst Decamber, 1957, on £45,000 unsecured 
notes 1958/63 ac 34% and from that date is payable at 54%. 


.6. Interest is payable on £375,000 Unsecured Loan Stock 1963/77 at 64% ` 


as from [st January, 1959, 


7. The fe te amount of the Emoluments of the Directors of Martin- 


Black ted for the nine months to 31st December, 1957, induding 
thair rei Wer from Subsidiary Companies was:-— 





For the perlod [/4/57-17/9]57 .. Së Nil 

For the period 17/9/[57--31/12/57 
Fees “+ ss a ++ b. £663 
Other Emoluments .. So js 4,010 
£4,673 
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approximately £90,000 on 1956 profits calculated on 
a similar basis. 

Here, we run into a snag. One would expect to turn 
from such a figure given in a chairman’s review to 
the actual accounts to see it in that context. But there 
is no £1,128,232 in a consolidated profit and loss 
account. True, a brief working out in pencil on the 
margin brings it to light, but this might have been 
unnecessary. It is a great convenience when figures 
given outside accounts agree with those within. 

An important point is the current valuation of 
properties: in excess of £8 million compared with 
approximately {5+ million in the accounts. 


Hudson's Bay 


NE thing the proposal to end the two-tier profits 

tax will do is to close the question of where to put 
the tax on profits distributed. Not that there has been 
much argument about it: most companies show 
taxation in one section of the profit and loss account 
to produce profit figures before and after taxation. 
There have been some, however, which have directly 
related tax on profits distributed to the actual divi- 
dends in the appropriation account, among them the 
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Hudson's Bay Compan 
romantic title, overnor and Company of 
Adventurers of En Mee Trading into Hudson's Bay. 

Curiously MER as the distribution tax is on its 
way out, the Board has decided to change the method 
of treatment in the accounts: profits tax on distri- 
butions has been withdrawn from the appropriations 
and shifted up to the general taxation section. The 
item, however, is still separately shown: ‘Profit tax 
on trading and land account distributions - — £310,000’, 

Some people still have the idea that the company, 
which has just held its 289th annual meeting, is con- 
cerned with the frozen North and fur trading. Fur 
trade net assets, however, are only a minor figure in 
the £42 million balance sheet. The company is now 
one of the big retail store businesses in Canada and 
with over fat million invested in Hudson's Bay Oil 
and Gas Company has a stake in the development of 
the Dominion’s natural resources. 


Next Week’s Reprint 


The accounts of the Caterpillar Tractor Co and The 
International Nickel Company of Canada Ltd, will 
provide the reprint in next week’s issue. 


CITY NOTES 


ROSPECTS for an early reduction in Bank rate 

to 5 per cent are considered to be reasonably 

bright. Last week’s reduction to 54 per cent and the 

prospect of an early cut to 5 per cent should keep the 
gilt-edged market firm in the next few weeks. 

Whether industrial ity sections can draw 

strength from a healthy Se -edged section is difficult 


to determine. The news from industry is not by any ` 


means encouraging. Wage problems are unresolved 
for the most part and there are now definite signs of 
a reduction in order books over a very wide industrial 
field. 

Home market demand is undoubtedly slowing up 
and competition for export markets is becoming pro- 
gressively more keen. Company chairmen arly 
emphasize the problems facing industry in the second 
half of this year. l 

In North America there are hopes that the reces- 
sion there is levelling off, but there is as yet little sign 
of a major revival in industrial activity. 

Under such conditions, allied to a potential 
increase in the pressure of new issue demands, the 
stock-markets seem unlikely to make much headway 
even though the down trend in interest rates must 
lead to a generally firm undertone. 

One of the major points for uncertainty now con- 
cerns the level of future activity in the shipbuilding 
industry. Shipowners are now warning the ship- 
builders that to maintain business on a ‘cost plus’ 
basis under present conditions will be to drive away 
new orders towards competitive yards in Europe and 
Japan and might also lead to a heavy cancellation of 


orders. 


RATES AND PRICES 
Closing prices, Wednesday, May 28th, 1958 


Bank Rate. 
May 13, 1954 18 Feb. 7, 1957 5% 
Jan. 27, 1955 3 Sept. 19, 1957 7% 
Feb. 24, 1955 44% Mar. 20, 1958 6° 
Feb. 16, 1956 54% May 22, 1958 54% 
Treasury Bills 
Mar. 21 5 Irs 1752d% April 25 5 33 6:97d 9, 
Mar. 28 5 Io 764d% Maya 5 Is 1:93d 9X 
April 3 £5 8s 6-30d% | May 9 £5 35 10°81d4 2 
April 11 £5 6s rgd% May 16 £5 3s 11° 494 
April 18 £5 450°93d% May 23 £4 16s 5:96d 
Money Rates 
Day to day atata Bank si 4-59 
days 4-4 2 mon 44$ -5 
Pine Trade Bills i 3 months 41-5 di 
4 months 6—619 4. months 41-576 
months eu ` 6 months 4% —5 % 
months 
adii Exchanges 
New York 2:81 w- Frankfurt 11770 - 1 
Montreal a-11-i Milan 17451—61 
Amsterdam 10'so§—} Oslo 20 oit 
Brussels 139'35—'40 Paris 11781—79 
Copenhagen 19°33%-344 Zurich 12723 
Gilt-edged 
Consols 24% sok Funding 4% 60-90 87} 
Consols 4% eit ae AU] 64-67 80 
War Loan 3t% x.d. Savings 3% 55—65 88 
Conversion 34% 66 Savings 3% Bere 77$ 
Conversion 34%, 1969 851 ZER 3% 65-75 T 
Exchq' rsi% 21005 or? Treasury 2$ t 
Funding 3% 66-6 án Treasury 34% 77-80 nb d 
rune E 3% Ee Treasury 34% 79-81 75% 
76 99-04 7I% Victory 4% 94. 
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. Current Law 


Own Name as Trade-mark 


HE plaintiff in Baume & Co Lid v. A. H. 

Moore Lid ([1957] 3 All E.R. 416) was the 
registered proprietor of a trade-mark consisting of 
the word ‘Baume’ for the watches which it sold. The 
defendant company imported and distributed in 
England watches manufactured in Switzerland by 
Baume & Mercier, S.A., and these watches were 
30ld in boxes bearing on the outside ‘Baume & 
Mercier, Genève’ (or in some cases ‘Geneva’). These 
words also appeared on the watches themselves. The 
plaintiff claimed that the use of the word ‘Baume’ as 
part of the name ‘Baume & Mercier’ was an infringe- 
ment of its trade-mark ‘Baume’ and also was calculated 
to deceive and create confusion so as to pass off goods 
sold by the defendant as the plaintiff's goods. The 
defendant denied the allegation and contended that 
the use of ‘Baume & Mercier’ involved only a bona 
fide use of the manufacturer's name, such use being 
protected by Section 8 of the Trade Marks Act, 1938. 
^. Danckwerts, J., came to the conclusion that the 
names were sufficiently similar so that members of 
the public might be confused, but he held, neverthe- 
less, that the defendant was protected by Section 8, 
taking the view that the section applied to any bona 
\fide use by a person of his own name or of the name 
of his place of business, including its use as a trade- 
mark in respect of the goods which were sold under 
that name. His lordship did not think that it made 
'any difference that ‘S.A.’ was omitted from the name 
‘of Baume & Mercier, S.A., on the watches made by 
.that company and the boxes containing them. 


Intestacy: Order of Application of Assets 


ECTION 47 (5) of the Administration of Estates 
Áct, 1925, as amended by the Intestates Estates 
Act, 1952, provides: 

‘It is hereby declared that, where the trusts in 
favour of any class of relatives of the intestate, other 
than issue of the intestate, fail by reason of no 
member of that class attaining an absolutely vested 
interest, the residuary estate of the intestate and the 
income thereof and all statutory accumulations, if 
any, of the income thereof, or so much thereof as 
may not have been paid or applied under any power 
affecting the same, shall, by virtue of subsection (2) 
and subsection (3) of this section, go, devolve and 
be held under the provisions of this Part of this Act 
as if the. intestate had died without leaving any 
member of that class, or issue of any member of 
that class, living at the death of the intestate.' 


In Re Lockwood, Atherton and Another o. Brooke 
and Another ([1957] 3 All E.R. 520), the nearest 
surviving relatives of the intestate were grandchildren 
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of an uncle and an aunt of the whole blood, and no 
uncle or aunt of the whole blood survived her. 
If Section 47 (5) were construed strictly these 


‘grandchildren would be cut out in favour of the 


Crown, 

Harman, J., pointed out the absurdity of such a 
result, an absurdity which became all the more 
apparent when it was realized that, if no uncle or 
aunt of the whole blood survived but there was a 
survi uncle or aunt of the half blood, relations of 
the half blood would be let in at the expense of 
relations of the same degree of the whole blood, and 
that, if no brother or sister survived, issue of theirs 
would be excluded in favour of uncles and aunts and 
their issue. 

His lordship was satisfied that Parliament could 
not have intended this and held that the words ‘or 
issue of any member of that class’ should be ignored 
or treated as not binding the Court to construe 


class’ in the earlier part of subsection (5) of Section 


47 as confined to the uncles and aunts. It followed 
that the grandchildren of the deceased uncle and aunt 
of the testatrix were entitled in preference to the 


Crown, 


Subscriptions for Uncertain Objects 


OLLOWING an accident in 1951 in which a 
large number of cadets was killed or injured, the 
mayors of Gillingham, Rochester and Chatham 
decided to open a memorial fund and a letter was 
written to a newspaper by the Town Clerk of 
Gillingham referring to that decision and stating 
that the fund was 
‘to be devoted, among other things, to defraying the 
funeral expenses, caring for boys who may be 
~ disabled, and then to such worthy cause or causes 
in memory of the boys who lost their lives, as the 
mayors may determine’. 
In Re Gillingham Bus Disaster Fund, Bowman and 
Others v. Official Solicitor and Others ([1958], 
1 All E.R. 37), the trustees of the fund 
application to the Court for determination Bn the 
destination of such part of the fund as had not been 
used in discharging the primary objects of the trust. 
Harman, J., first held that the trust for ‘worthy 
causes' failed for uncertainty and was not validated 
by the Charitable Trusts (Validation) Act, 1954. It 
was then necessary for his lordship to decide whether, 
since the funds could not be applied for charitable 
purposes under a scheme, they should go to the 
Crown as bona vacantia or be disposed of otherwise. 
The learned judge held that there must be an inquiry 
for the subscribers to the fund and stated the follow- 
ing principle: 

. that where money is held on trust and de 
trusts declared do not exhaust the fund it will revert 
to the donor or settlor under what is called a result- 
ing trust. The reasoning behind this is that the 
settlor or donor did not part with his money 
absolutely out and out, but only sub modo to the 
intent that his wishes, as declared by the declaration 
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of trust, should be carried into effect. When, there- 
de this has been done, any surplus still belongs to 

him. This doctrine does not rest, in my judgment, 
on any evidence of the state of mind of the settlor, 
for in the vast majority of cases no doubt he does 
not expect to see his money back; he has created a 
trust which, so far as he can see, will absorb the 
whole of it. The resulting trust arises where that 


expectation is, for some unforeseen reason, cheated, 


of fruition, and is an inference of law based on 
after-knowledge of the event’. 


Notice to Quit Business Premises 
plaintiff company in Re Bleachers’ Association 
Ltd's Leases, Weinbergs Weatherproofs Ltd v. 
Radchffe Paper Mill Co Ltd ([1957], 3 All E.R. 663) 
was the tenant under two leases of business premises 
which contained provisions for determination by 


either party after seven or fourteen years. The ` 


defendant company gave the plaintiff notice of its 
intention to determine the leases at the end of the 
first seven years. It was not suggested that the notice 
complied with Section 25 of the Landlord and 


Tenant Act, 1954, with the result that the. tenancy ` 


was not brought to an end, but the plaintiff sought a 


declaration that the notice was totally ineffective, so : 


that the defendant could not determine the leases 


before fourteen years thereof had run, while it was. 


the defendants case that the notice had at least 
served to determine the terms demised by the leases. 
Harman, J., concluded that the notice had this 


limited effect. The result was that, although Section. 
24 of the Act operated to prevent the notice from 


causing the tenancies to come to an end, the terms of 
the leases were effectively broken. That meant that 
the defendant was in a position to serve on the tenant 
at any time a notice conforming to Section 25 and 
thus set the machinery of the Act in motion and so 
put an end to the tenant's right of occupation unless 
it successfully applied for a new tenancy under 
Section 26, the opportunity of making an application 
under that section being still open to the tenant. 


Executor's Denial of Landlord's Title 
HS v. Sampson and Another ([x958], 
Y All E.R. 44) was an action by a landlord 
against the two executors of the deceased tenant for 
possession of the demised premises on the ground 
of breaches of covenants. A defence put in by one of 


the executors amounted, as Ashworth, J., found, to - 


a denial of the landlord’s title, and the 
accordingly claimed to be entitled to forfeit the 


lease. The question then arose whether the denial. 


was a ‘disclaimer’ within Section 55 (1) (iii) of the 
Administration of Estates Act, 1925, and therefore 
a conveyance for the purposes of Section 2 (2) of 
that Act, so that it could not be effective without the 
concurrence of both executors. 

His lordship held that the denial was not a dis- 
claimer within the meaning of the Act with the result 
that the landlord was entitled to forfeit the lease. — 

In further proceedings, Warner v. Sampson and 
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Another (No. 2) ([1958], 1 All E.R. 314), the executors 
applied for relief from forfeiture under subsection (2) 
of Section 146 of the Law of Property Act, 1925. 

Ashworth, J., pointed out that it was clear from sub- 
section (1) that that section was concerned with the 
procedure for forfeiture arising where a landlord was 
seeking a right of re-entry or forfeiture under a 
proviso or stipulation in a lease for a breach of a 
covenant or condition in the lease. His lordship held 
that the forfeiture in the case before him was not a 
forfeiture under any proviso or stipulation in a lease, 
but one which arose from operation of law, and he 
accordingly refused the application. 


Mortgage Interest in Arrear: Rights of 
Mortgagee 
N 1947 the first defendant in Coutts & Co v. 
roon Investment Corporation Ltd, and Another 
([1958]; 1 All E.R. 51) charged property comprising ` 
six flats to secure payment of {10,000 with interest 
payable on January oth and July 9th in each year.. 
Four of the flats were outside the protection of the 
Rent Restrictions Acts and two were within it. In 
1956, the mortgagee served a notice under Section 
12 (5) of the Increase of Rent and Mortgage Interest 
(Restrictions) Act, 1920, apportioning the principal. 
sum as to £2,206 to the flats within the Acts and as 
to £7,794 to the flats outside them, and this apportion- 
ment was later affirmed on a reference to an arbitrator. - 
Section 12 (5) provides that 
‘when a mortgage comprises one or more dwelling- 
houses to which this Act applies and other land 
'. the mortgagee may apportion the principal 
money . . between such ee and such 
other land . 


.. On July rath, 9 en, the mortgagee gave nétice ciis 


in the apportioned sum of £7,794 and on the same. 
day issued an originating summons claiming payment 
of that sum. The interest due on July oth, 1957, was 
not paid until July 31st, when the mortgagee acknow- 
ledged it as a payment on account and gave a notice 
calling in the whole sum of {10,000 on the ground 
that there had been default for twenty-one days in the 
[oe of the interest, so that the protection afforded 
y the Acts no longer applied to prevent the enforce- 
ment of the mortgage. On September 13th, the 
summons was amended to claim £10,000, and, in 


. the alternative, £7,794, with interest in each case. 


Harman, J., held that the mortgagee was entitled 
to the payment of £10,000 because although by the 
date of the amendment of the summons the interest 
in arrear had been paid, this fact did not suffice to 
restore the protection of the Acts which had been 
lost. His lordship held in the alternative (although it 
was not strictly necessary for him to do so) that the 
mortgagee was entitled to claim payment of £7,794 
in respect of the flats which were outside the Acts, 
because those flats were ‘other land’ within Section 
12 (5) of the Act of 1920: the mortgagor argued un- 
successfully that.‘other land’ in that Qua meant 
land other than dwelling-houses. | 
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Correspondence 
| Letters must be authenticated by the name and address of 
|. the writer, not necessarily for publication, The Editor does 
not necessarily agree with, or hold himself responsible for, 


| 
J The Dividend Problem 

IS, — I have read Mr R. E. Pears’ letter in your issue 
of May 17th. 

; The word ‘yardstick’, in the article to which I 
ireferred, was presumably used in a figurative sense. 
In any case, the main argument is not affected. 

i I am obliged to your correspondent for drawing 
attention to the error in my reference to ‘an insured 
pension scheme’, This should have read ‘an insured 


‘pension scheme of the group type which is costed 


lon the basis of a controlled fund’. — 

' in regard to his further point, the ‘relevant’ 
pension in each case is the predetermined pension 
junder the scheme, however determined, 

ec. AN . Yours faithfully, 

| Birmingham. ` ` N, K. MOUSLEY. 


(Sm, - The article published in- The Accountant 


dated May roth, entitled ‘Is this the Answer to the 
| Dividend Problem?’ by Mr N. K. Mousley, seems to 
me to be a masterpiece ~ of obscurity. In the first 
| place, as regards the title of the article, the author 
‘does not explain what the dividend problem is. 

| However, on reading the first paragraph, we soon 
‘forget this little oversight, when we are startled and 
j intrigued to read that the author 
| © ‘ventures to submit that the yardstick [the pound 
sterling] is not changing, and that all the difficulties 
referred to [in an article published in The Accountant 
of December 14th, 1957] stem merely from the 
belief that it is’. ` 
(The words in square brackets have been inserted 
| by me.) 


F 
| 
| 


Apparently all we have to do, like Mr Podsnap in . 


i Our Mutual Friend, is to wave our arm and put the 


| word ‘inflation’ behind us and refuse to admit that ` 


, any such thing exists. 
|. ltistrue the statement quoted above is followed by 
what, presumably, is intended to be an explanatory 
remark, namely: ; 
‘Surely the yardstick is annual replacement (or 
provision for replacement) of fixed assets, mot 
_ „cumulative: in other words the Inland Revenue's 
outlook and practice.’ 

I have pondered over this sentence, but its precise 
meaning completely baffies me; the significance of 
the reference to the Inland Revenue’s outlook and 
practice also escapes me. 
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At the end of the next paragraph we read that 
: ‘the requisite annual amount either spent during the 
year or added to a fund for future replacement 
. should ensure the replacement of fixed assets as 
' required irrespective of any adverse factor such as 


. inflation’. 


The operative word here seems to be ‘requisite’. 
What is deemed to be ‘requisite’? and how the 
amount is to be calculated is not immediately 


‘apparent, 


. Later on, however, under the sub-heading 'Depre- 
ciation misleading', the author endeavours to throw 
some light on this. Now it is the word 'depreciation' 
that is to be discarded, and in place of the ordinary 
charge for depreciation, we are urged to substitute 
the statutory 'capital and investment allowances'. 
'This statement is at once followed by the remark, in 
brackets, that any further deductions necessary in the 
view of the directors and the auditors-to show a 
‘true and fair view’ of the position would, of course, 
still be made, but separately. 
This still leaves open the question as to what 
amount of depreciation is ‘necessary’, but, at least, 
there is nothing very revolutionary about these 
proposals, the only departure from normal practice 
being that the-total depreciation is to be shown under 
two headings instead of one. AP 
Just as I had arrived at this conclusion, and felt 
that I was emerging from the quagmire in which I 
had been wallowing, I am pushed right back into the 
deepest part of the bog by a remark casually let fall by 
the author that, as the 'capital and investment allow- 
ances’ are actual allowances . . . they might not have 
to be shown in the published accounts at all, not 
even as a note, " 
After this, I am not surprised at being lured on 
into thinking that ordinary shares of no par value 
are the solution to this mysterious (ordinary) dividend 
problem, only to be confounded later by the remark 
that shares of no par value are not the answer. 
. Unless the author or some of your corres- 
See quickly come to my rescue I shall soon 
e sunk without trace. 2H 
Yours faithfully, . 
S.O.S. 


The Institute and Its Government : 


Sir, — Prior to the holding of the recent general and 
special meetings of the Ínstitute, my protest was 
made against the 'special subscription proposals' and 
an acknowledgment received from the Secretary. 
Whatever opposition was raised by ‘absent members’ 
would, of course, have littlé or no effect upon the 
procedure and decision at the special meeting. 

It is astounding to me that a profession which is so 
placed to advise and guide on matters of procedure 
and principle should be so out of date in its own 
structure as to disfranchise all except those who 
can attend in person to approve, or disapprove, vital 
proposals of government of the profession. | 
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After many years of early training in local govern- 
ment, and nearly fifty years of service and practise in 
profession, the castles of my youth are dis- 
integrating rapidly in the modern trend of com- 
mercialism, multiple directorships, contraction of 
work and opportunities for the young intending 
practitioner. 

Competitive monopoly of huge units of industry, 
commerce and professional accountants, added to 
many other elements foreign to an ‘advisory profes- 
sion’, are fast permeating and destroying the founda- 
tions of personal’ service, consultation, and the 
prestige of a proression principally for the sake of 
opportunism. 

Yours faithfully, 

Leeds, 1. WILLIAM WALKER, a.c.a. 


Articles for Overseas Students 
Sm, - Kindly allow me space in your 'Correspon- 
dence' column to express my th to the Council 
of The Institute of Chartered Accountants in 
England and Wales for its tremendous endeavour 
to speak on behalf of the overseas students. I read 
with considerable interest the Council's report for 
1957 published in The Accountant of April 26th, 
1958, and was particularly struck by its plea to the 
members to increase the number of places which 
they can make available for overseas students. 

Without a doubt, the Council is quite correct to 
say (ref. page 493 of the above issue) that 

“Those who are able to do so will be rendering a 

real service to the Institute and to the profession, 

not only in the United: Kingdom but throughout 
the world.' 
It is necessary to emphasize this point particularly 
on ‘rendering real service’ because it means a lot to 
overseas students. 

For long it has been very disappointing to overseas 
students, especially the ‘coloured’, that they are 
being discriminated against, not officially, but in 
practice. This is very discouraging to those of us 
who have chosen accountancy as their career. I know 
of many students in my country (Nigeria) who could 
have made very good accountants but instead have 
decided on some other career simply because of the 
rumour that it is difficult to be a chartered accountant 
in that it has always proved impossible to become 


articled in England or Wales, quite apart from the 


length of time it takes for the training. 

On the other hand, many of the overseas students 
are academically fitted to embark on the accountancy 
profession. University authorities accept them with- 
out hesitation and a good number of such university 
graduates are increasingly desirous of becoming 
accountants. Why not give them the ample oppor- 
tunity? 

It is an indisputable fact that many other pro- 
fessional bodies, e.g. legal, engineering, medical, 
architectural, etc., have recruited a considerable 
number of well qualified professionals from overseas 
countries; and these bodies are now enjoying the 
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fame and respect which they so well deserve. Today, 
in my country we have got many lawyers, doctors, 
engineers, etc., but a very negligible few accountants. 
This fewness is not inherent in the fact that we are 
not desirous to be accountants but that the door 
seems more or less not fully open to us. I do not 
think that many of the members of the accountancy 
profession actually realize the great work they will be 
doing if they will change their minds and comply 
with the request of the Council. 

It ig most pleasing that the Liverpool Society of 
Chartered Accountants is now planning to implement 
this long standing pro (reference the report in 
the May 17th, 1958, issue of The Accountant), No 
doubt, overseas students will benefit a lot from its 
plan and will be most grateful if the plan comes to a 
reality soon. We anxiously hope that other societies 
will emulate Liverpool. 

May I, therefore, take this opportunity of en- 
couraging those of this noble profession who are yet 
undecided as to whether or not they will accept 
overseas students for articles in their offices. Evi- 
dently, there is no cause for regret or thought that: 
their businesses will be jeopardised if they decide 
favourably, so long as the Colonial Office, London, 
is prepared to recommend the students as suitable 
for an accountancy career. And, to those who have 
already accepted some, I say, more power to your 


elbows! Yours faithfully, 
PETER C. IBEKWE. 
Hull Umversity. (Nigerian Undergraduate.) . 


Holiday Opportunity 
SIR, — -I am endeavouring to organize a holiday at 
Cattolica on the Italian Adriatic coast for articled : 
clerks and students of accountancy. ' 

The Chartered Accountant Students' Society of 
London has sanctioned a notice concerning this 
subject being put up in the library. It has also been 
suggested that I write to you explaining my pro- 

osals. 

d The resort chosen offers interesting sightseeing, 
safe bathing and plenty of amusement. Accommoda- 
tion would be provided at a modern pensione which 
has its own private beach. Excursions by coach to 
various places of interest, such as Venice, San 
Marino, Florence, etc., are available at reasonable 
prices. 

The cost would be £30 6s od, including second- 
class sea and rail return fare and full board (twelve 
nights) at the penstone. | 

The outward journey would commence on Sep- 
tember 12th, returning to London on September 
26th. 

If any articled clerks or students are interested in 
such a holiday and will kindly communicate with me, 
I would be pleased to send them further details. ` 


Yours faithfully, ` 
D. R. WATERS. 
85 Grove End Gardens, (Articled Clerk. 7 


London, NW8., 
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| 
Electronic Secretary ? 

| COMPUTING machine which would answer a 
| business man's correspondence was referred to by 
Dr A. D. Booth,D.sc., PH.D.,F.INS.P., M.LE.E.,in a lecture 
on ‘Computers and numerical automation! delivered at 
a conference accompanying the recent Instruments, 
Electronics and Automation Exhibition at Olympia, 
(London. 

Contrary to popular belief, he said, clerical operators 
were almost the easiest to replace by computing 
machines. 
| ‘One tends to think of the human brain as a divine 
' instrument capable of decisions of the greatest finesse, 

In fact, human decisions made by armies of clerical 
! operators in Government departments and elsewhere 
| are of such a degree of simplicity that it is easy to get a 
, machine to make them. . . . The decision processes of 

the human mind are simple in machine terms.' 
| The main problem was one of transfer. He would 
like to see a means whereby the machine could read 
from a printed or typewritten document. 

Referring to recognition of spoken sound presented 
to a machine, he said that no doubt an instrument 
which could be dictated into and which would then 
produce a typewritten letter would be thought to be a 
fine substitute for a secretary. However, a secretary 
almost invariably had to correct his bad English. For 
instance, the verbatim report of his present address 
would need considerable revision before publication, 
because conversational language, as well as dictated 
letters, needed alteration before appearing in written 
form. He did not think, therefore, it would pay 
dividends to use the spoken word as an input to a 
machine. Moreover, apart from recognizing the 
sounds as such, there was the difficulty of spelling — 
the phonetic recognition of words such as ‘sow’ and 
‘bow’ being capable of more than one result, although 
such words were readily amenable to treatment by a 
computing machine capable of translating. 
` What was wanted, he continued, was a machine 
capable of initiating letters on its own. He said: 


‘I would say that some time within the next ten years 
we will have the following change. The computing 
machine will be the centre. ‘There will be a device into 
which one can speak and which will enable the com- 
puting machine to recognize the spoken expression one 
wants. Next, there will be a device whereby, as a result 
of analysing the contents of the human speech into the 
output, it can initiate suitable outputs to answer business 
correspondence. 

‘Most of you would probably be prepared to admit 
that business letters are by and large of a atilted character. 
'There are one or two elementary divisions in the morning 
mail. In these divisions the letters are in standard form. 
The machine can do this quite well and recognize what 
we say about the nature of the morning’s correspondence. 
“Dear Bloggs, I regret to see you have not paid your bill 
for six months" would be a perfectly standard noise, and 
the machine would then read out a perfectly standard 
reply prepared by the legal department of the firm. 'T'his 
is one application we shall see in, perhaps, the next ten 


years. 
‘I am afraid we do not end there. The machine of the 
future will, we hope, be able to recognize the printed 
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Electronics in the Office 


word on a large scale, which means that instead of an 
executive reading his mail, he will pass the letters into 
a machine which will then read them, analyse their 
sentiments, make certain decisions and give the answer. 

. If any high-level decision is wanted, the machine will 

. throw back the letter and say, “This is the one letter 
for the week that you have really got to look at. You can 

' go and play golf for the rest of the week. This one I 
can't decide." You may think this is quasi humorous, 
but if you want me to guess, I would say that within the 
next twenty years, business correspondence will be pre- 
sented to a machine to be dealt with by it directly, and 
only in selected instances will the human executive be 
called on to take action. 

“This, he continued, ‘leads us to yet another thought — 
that the machine will become the “Big Brother" of the 
future. In case you think this is too fanciful I ought to 
mention that the National Physical Laboratory has 
been giving great thought to this matter. Machines being 
now erch of taking over much of the classical office 
routine in industry, such as office accounting, payrolls 
and accounts, and possibly some of the economic and 
strategic planning of the firm's operations, one could 
conceive of a firm having a machine which would answer 
its incoming mail, consult the appropriate records and 
give the reply, apart from taking difficult and intricate 


ecisions. 
- ‘Obviously, if all firms were using machines to make 
their decisions, it would lead to the abolition of firms' 
entities, and to complete economic control by large 
data processing machines. I shall not try to make a guess 
at the time scale of such à development. We profoundly 

. hope it will never happen. Machines can be quite inhuman 
devices, and there are many decisions which bave to be 
made on the basis of sentiment and not on the hard facts 
of life. I would say there is no essential difficulty in 
trying to make data processing machines to take in all 
records, make all decisions, organize industry and com- 

. merce in the best possible way, and product it to such 
human operators as are needed to produce the most 
desirable and efficient results.’ 


a 


Correspondence Course on Programming 


first correspondence course on Programming 

for business computers’ — a course which has been 

widely used in the United States since 1955 by both 

commercial organizations and individual students — is 
now available in this country. 

'The course is based upon a similar one which is 
held at a large American university. Students are 
taught to develop and program electronic systems 
for business problems such as payroll, accounts 
receivable, and inventory control. A theoretical com- 
puter has been designed for this purpose so that the 
theory can be taught free from any tie to a particular 
commercial computer; this theoretical computer, it is 
claimed, includes the best elements of commercially 
available computers and the knowledge gained through 
working with it can be applied to any computer. 
Commercial computers are Sr discussed during the 
course. 

It is claimed that an advantage of this course to 
those planning a data processing system is that they 
can have their own employees trained in basic. pro- 
gramming techniques during the period of two or 
three years which elapse between ordering a com- 
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put and taking delivery; the cost of training is, it is 

, less than it would be if employees were sent on 
full-time courses, since the work would be done 
through home study. 

The course is now available in England as a result 
of an agreement between Computer Courses of 119 
Oxford Street, London, Wt — to whom inquiries con- 
cerning the course should be addressed ~ and Business 
Electronics Inc, of San Franciso. 


Computers v. Book-keepers 


N the course of his address at the annual meeting of 

The Institute of Book-keepers on May gth, Mr 
Ernest K. Gross, F.C.W.A., F.B.I., Chairman of the 
Institute, mentioned that he had often heard it said that 
book-keepers were fast becoming a relic of a bygone 
age ~ that the coming of electronic computers would 
mean the end of the book-keeper who would soon have 
no books to keep. 

Mr Gross said that he disagreed profoundly with 
this view. He went on: 

‘The fact is, that electronics will have less impact on 
office work than is generally realized and, by my guess, 
will not in any way affect the demand for people to k 
books of account. About three-quarters of this coun 

: industry and commerce is in the hands of small organi- 

; zations, quite unable to afford anything in the way of 
mechanisation except, probably, either a cash register or 
an adding machine, ‘These businesses will have no use 

: for punched cards, and will be compelled, by their very 
nature, to continue to employ book-keepers. 

‘It is a good thing not to let one's self be carried away 
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by enthusiasm for an idea that, however good it may 
sound, has a very limited application in practice, and 
that is why I venture to make this considered appeal to 
you not to be misled into thinking that book-keepers are 
already on the redundancy list. Far from it; the truth is 
that we are a vital and irreplacable link in the chain of 
the national economy, and the more of us, prope 
aru that there are, the stronger that economy 


International Federation of 
Automatic Control 


HE International Federation of Automatic Control, 

which was founded in Paris in September 1957, has 
now had its constitution ratified by twelve national 
organizations, which have thus become members of 
the Federation. The nations are: China, Czechoslovakia, 
Denmark, Italy, Japan, Norway, Poland, Roumania, 
Sweden, Switzerland, U.S.A, and U.S.S. R. 

Applications for membership from other national 
organizations are expected shortly. 

At a series of meetings in Zurich in March, the 
formation of technical committees was agreed. 

The first I.F.A.C. congress for automatic control 
will be held in Moscow from June 25th to July sth, 
1960. The first J.F.A.C. Bulletin is to be issued and 
distributed shortly by the LF.A.C. Secretariat (c/o 
Verein Deutscher Ingenieure, ` 20  Prinz-George- 
Strasse, Dusseldorf, Germany) to all member organiza- 
tions, and will contain more detailed information on 
the congress. In addition, I.F.A.C. will participate in 

a few appropriate international congresses which ate 
Sleaned to take place in 1958 and 1959: 


New Legislation 


All new An will be noted in this column, together with those Statutory Instruments which are 

of interest. to the profession. The date given indicates when an Act received the Royal Assent 

or tohen a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Lid, 27—28 E Street, London, EC 2. 


STATUTES 
l (6 & 7 Eliz. 2) 
Chapter 18: Consolidated Fund (No. 2) 

Act, 1958 
An Act to apply certain sums out of the Consolidated 
Fund to the service of the years ending on the thirty- 
first day of March, one thousand nine hundred and 
fifty-seven, one thousand nine hundred and fifty-eight 
and one thousand nine hundred and fifty-nine. 
Price 3d net. March 26th, 1958. - 


Chapter 19: Nationalized Industries Loans 
Act, 1958 
Aü act to continue until the end of August, nineteen 
hundred and fifty-eight, the power to make advances 
under Section forty-two of the Finance Act, 1956. 


Price 3d net. March 26th, 1958. 


Chapter 20: National Health Service 
Contributions Act, 1958 


An Act to increase the rates of national health service 
contributions, and for purposes connected therewith. 


Price 4d net. April 30th, 1958. 


Chapter 21: Life Peerages Act, 1958 


Àn Act to make provision for the creation of life peer- 
ages carrying the right to sit and vote in the Hotise of 
Lords. 


Price 3d net. April 30th, 1958. 


Chapter 22: Road Transport Lighting 
(Amendment) Act, 1958 j 


An Act to amend Sections two and three of the Road 
Transport Lighting Act, 1957, 80 as to permit the use 
of amber coloured reflectors on the pedals of bicycles 


and tricycles. 
Price 3d net. April 30th, 1958. 


Chapter 23: Milford Haven Conservancy Act, 
1958 


An Act to make provision with respect to the main- 
tenance, improvement, protection and regulation of 
the navigation of Milford Haven; and for purposes 
connected therewith. 

April 30th, 1958. 


Price Is 9d net. 


| 
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Profits Tax 


Mr Hov ssked the Chancellor of the Exchequer 
whether he has considered the representations of the 
Scottish Rugby Union regarding the proposed new 
rate of profits tax, a copy of which has been sent to 
him; and what he expects the yield of this tax to be in 
the present financial year. - 

, Mr Amory: Yes, Sir. In common with other bodies, 
the Scottish Rugby Union will be liable to profits tax 
at IO per cent on its profits. The new rate applies 
only to profits arising after March 31st, 1958, and the 
effect on the yield in the present financial year is 
likely to be small. 

Mr Hoy: Will the Chancellor reconsider this,. in 
he course of the Finance Bill? Associations of this 
kind do not distribute profits. Surely, ought not those 
vho do such good work as these people at least to be 
left the little they have and not have it taxed by the 
Chancellor? 

| Mr Amory: The.changes I am proposing, of course, 
are based upon the recommendation of the Royal 
Commission, which recommended that profits tax 


| should be levied on all profits of all corporations of 


every kind, at a uniform rate. 

| Mr H. Wison: But is not this a matter for Parlia- 
ment to decide, not for the Royal Commission? Is 
not there mounting evidence that this particular 
proposal of the Chancellor has been made in a very 
ul-considered way, in view of the evidence now 
accumulating, such as that given by the hon. Member 
for Huddersfield, West (Mr Wade) during the Second 


Reading debate and other facts now coming forward, 


. showing that a large number of non-profit making 


organizations which would not dream of distributing 
dividends are being very seriously prejudiced? Will 


. the Chancellor look at the matter again before we 
. come to the appropriate part of the Finance Bill? 


' Mr Amory: It is likely that I shall be compelled to 
listen to discussion on this matter again, because we 
shall have an opportunity of discussing these matters 
during the forthcoming weeks. 


| Hansard, May 20th, 1958. Oral Answers. Col. 1080. 

| 

| Company Statements: | 
Newspaper Advertisements 


Mr FRANK ALLAUN asked the Chancellor of the 
Exchequer what instructions he has given to the 
Commissioners of Inland Revenue regarding claims 
for deduction from taxable expenses of money spent 
on advertisements consisting of company chairmen's 
statements at annual meetings largely devoted to 


, political propaganda. 


: Mr Amory: None, Sir. Claims of this nature, like 
claims for a deduction in respect of other business 


" expenditure, fall to be considered in the light of the 


. rule laid down by law that outlay is deductible if, not 


. being of a capital nature, it is incurred wholly and 


i 


exclusively for the purposes of the trade. 
i UN: But is the Minister aware that in the 
first fortnight of this year the six big steel combines 
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In Parliament 


spent tens of thousands of pounds on newspaper 
advertisements of this kind? Have these advertise- 
ments been allowed as trading expenses? Secondly, 
has other expenditure on this campaign been claimed 
and allowed? 

Mr Amory: The criterion which is adopted is the 
criterion that I have explained. Of course, it is not for 
me to interpret the law. That is for the Commissioners 
and, on appeal, for the Courts. 


- Hansard, May 20th, 1958. Oral Answers. Col. 1082. 


^ Tax Reserve Certificates: Interest 


Mr Nasarro asked the Chancellor of the Exchequer 
the present rate of interest on tax reserve certificates; 
at what date such rate first became operative; and what 
changes he now proposes in the rate. 

, Mr Amory: The rate, which is at present 3} per cent, 
was last changed op March 29th. I canriot forecast any 
future changes.  . 

. Mr Nasarro: Would the Chancellor go as far as to 
say that the rate of interest for tax reserve certificates 
wil move up or down in accord with interest rates 
generally? B 

Mr Amory: I am afraid I could not go quite as far 
as to say even that. In fact, I can go so little distance 
forward to meet my lion. friend in this matter that I 
cannot move at all. 


— Hansard, May 20th, 1958. Oral Answers. Col. 1088. 


Capital Issues Committee: Exemption Limit 


Mr Naparro asked the Chancellor of the Exchequer 
whether, having regard to the recent change in the 
Bank rate, he will now raise the Capital Issues Com- 
mittee exemption limit from Zroooo to £50,000. 

Mr Amory: The existing financial and credit 
restrictions are- being kept under continuous review, 
but I have no proposals for changes to make at the 
present time. l 

Mr NaBARRO: Yes, we are all aware of that, Mr 
Speaker, but is not it a fact that the unduly harsh and 
restrictive limit of £10,000 only was introduced in 
the quite exceptional circumstances of last September? 
As the Bank rate comes down — no doubt it will come 
down again in the next few weeks — would not it be 
appropriate that this limit should move back from 
£10,000 to £50,000, where it was prior to last Sep- 
tember? 

Mr Amory: I think I will confine myself to saying 
that our present controls are extremely flexible. 

Mr H. Wrson: Will the right hon. gentleman take 
it, at any rate from this side of the House, that we 
support him in not giving effect to his hon. friend's 
proposal, and that if he were to move even a little 
way to meeting his hon. friend, he would be moving 
not forward but backward? 

Mr Amory: I hope I can rely on the right hon. 
gentleman’s general support throughout this evening 
and tomorrow evening. 


Hansard, May 20th, 1958. Oral Answers. Col. 1088. 
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SOUTHPORT, SEPTEMBER 19th TO 22nd, 1958 


This year's national conference — the: eighth — to be 

organized be. our contemporary Taxation, is to be 
held in Southport from Friday to Monday, Sep- 
tember 19th—-22nd. 

The conference will be under the chairmanship of 
Mr Percy F. Hughes, a.8.a.a., F.C.L8,, Editor of 
Taxation, and will be open to members of the account- 
ancy and legal professions and to accountants in 
industry and commerce. 
~ In addition to the business sessions dealing with 
the various phases of the law, practice and incidence 
of taxation, there will be an interesting programme of 
social events with special attractions for the lady 
visitors. The provisional programme is outlined below. 


".. PROVISIONAL PROGRAMME 


All business sessions will be held in The Floral Hall, 
Southport. 


Friday afternoon, September 19th 

Short inaugural address by the Conference Chairman, 
Mr Percy F. Hughes, followed by a civic welcome by 
The Worshipful The Mayor of Southport, Councillor 
Roland Wood. It is hoped that lady visitors will attend 
these events. 

Address by Sir Frederick James, opp. deputy 
chairman and managing director of 'l'ata "Ltd, on 
"Taxation and industry’. ^ 

: Chairman: Mr R. M. Bingham, M.P. 


Friday evening 

Civic reception and dance to be given by the Mayor 
of Southport, Councillor Roland "Wood, in The 
Floral Hall, to which all members and their ladies will 
be invited. ` 


Saturday morning, September. 20th 
Brains trust: Questions on quotations from the 
income tax Acts and decided cases in the Courts. . 

Chairman: Mr W. S. Carrington, F.C.A. 

Panel: Mr J. M. Cooper, A.A.C.C.A., A.C.I.8., Mr James 
S. Heaton, F.c.a., Mr R. A. Snook, Mr H. A. R. J. 
Wilson, F.c.A. 

For the ladies: Demonstration of flower arrange- 
ments by Julia Clements, the well-known writer, 
speaker and demonstrator, in The none, Hall, 
Lord Street. 


Saturday afternoon . 
Address by Mr, K. S. Carmichael, a.c.a., on ‘Points 
from decided cases on profits tax’. 

_ Chairman: Mr G. F. Saunders, F.C.A. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





Address by Mr Frederick Bidston, F.A.C.C.A., 
F.C.I.8., on ‘Recent SR 
Chairman: Mr E. G. Hardman, F.c.1.8. 


Saturday evening 

A cocktail party will be given by the Editor of Taxation 
in the Ballroom of The Prince of Wales Hotel, to 
which all members and their ladies will be invited. 


Sunday morning, September 21st 
Morning service for conference members and their 


ladies at Christ Church. 


A special eighteen-hole 'Stableford' golf. Seet 
for the Taxation Challenge Cup will take place over 
the Hesketh Golf Club course. : 


Monday morning, September 22nd 
Address by Brigadier J. Enoch Powell, M.B.E., M.P., 
on ‘How the Finance Bill is made’. 

Chairman: Sir Frederick Alban, ¢.B.E., LL.D., F.C.A., | 
F.C.I.8., J.P. 


Address on ‘Schedule E assessments and expenses’. 
(Speaker to be announced.) 

Chairman: Mr C. Percy Barrowcliff, F.c.a. a 

For the ladies: A mannequin parade 1s being specially 
arranged. — 
` The conference headquarters and information office 
wil be at The Prince of Wales Hotel in Lord Street 
and special facilities will be granted to all members of 
the conference by the Corporation of Southport. 


Special travel arrangements are being undertaken 
by Messrs Dean & Dawson and detailed particulars of 
rail services from London can be sent on application. 
For the assistance of the organizers it would be helpful 
if those who wish to take advantage of these arrange- 
ments would notify the conference secretary as 800n as 
possible. 


Registration 


Readers wishing to attend the conference are asked to 
make early application for registration as numbers 
have to be restricted. There is a conference fee of 
£2 2s for each person attending. No further charge 
whatsoever is made by the organizers, all social 
functions, including tours, being free. Those who 
attend will only be required to pay for accommodation 
and travel. Registration forms and lists of hotela may 
be obtained from the conference secretary, Mr Harold 
P. Kennett, 98 Park Street, London, W1. 
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Notes and Notices 


PERSONAL 


Messrs BaRTFIELD & Co, Chartered Accountants, of 
10 Butt’s Court, Leeds, 1, announce that they have 
admitted as a partner as from May ist, 1958, Mr 
WILLIAM BARTFIELD, A.C.A., the son of the senior 
partner. The practice will be carried on from the above 
address, and the London practice at 7 Harley Street, 
W1 (from which Mr E. N. GOODMAN, A.C.A., has now 
retired), is being carried on by the Leeds partners. 

Mr E. N. GOODMAN, A.C.A., announces that as from 
May rat, 1958, he has commenced practice at 86-87 
Wimpole Street, London, Wi, under the style of 
EVERARD GOODMAN & Co, Chartered Accountants. 
Telephone: Hunter 1501-2. 

Messrs GOODLAND, Butt & Co, Chartered Ac- 
countants, of Bridgwater House, Corporation Street, 
Taunton, announce that as from April rst, 1958, Mr 
G. WARE, D.F.c., A.C.A, and Mr W. R. G. ; 
A.C.A., who have been with the firm for many years, 
hive been taken into partnership. The style of the 
firm remains unc : 

Messrs PANNELL, CREWDSON & Harpy, Chartered 
Accountants, of Dunedin Chambers, Tinubu Street, 
Lagos, and Kaduna, Northern Nigeria, announce 
that Mr ALFRED EHBEN, A.C.A.. who was with the 
fimm for a number of years in England and has been 
manager in Nigeria, is now a resident partner in the 
Nigeria practice. 


PROFESSIONAL NOTES 


Mr Arthur E. C. Drake, C.B.E., M.A., A.C.A., has been 
appointed a director of The British Petroleum Co Ltd 
as from July rst, 1958. — 

Mr S. B. Smith, F.c.a., is joining the head office 
board of State Assurance Co Ltd. 

Mr J. A. Hislop, A.C.A., chief accountant of the 
Atlantic Steam Navigation Co Ltd and its subsidiary, 
Frank Bustard & Sons Ltd, has been appointed 
secretary and chief accountant of both companies. 

Mr F. W. Moore, F.C.A., has been elected chairman 
of the Kingsbridge, Devon, urban district council. 
This is Mr Moore's second term of office; he was 
previously chairman of the council from May 1954 to 
IMay 1955. 


OFFICIAL RECEIVER APPOINTMENTS 


'The Board of Trade have announced that as from 
May roth, 1958, Mr Ronald Frank Savage has been 
appointed an Assistant Official Receiver for the Bank- 
ruptcy District of the County Courts of Ashton-under- 
Lyne, Blackburn, Blackpool, Bolton, Burnley, Oldham, 
Preston, Rochdale and Stockport. 

They have also announced that as from May 2oth, 


1958, Mr John Byerley Clemetson has been appointed 
an Assistant Official Receiver for the Bankruptcy 
District of the County Courts of Bradford, Dewsbury, 
Halifax, Huddersfield, Leeds, Harrogate, Scarborough, 
Wakefield and York. 


SIMON.RESEARCH FELLOWSHIP 
FOR CHARTERED ACCOUNTANT 


A Simon Research Fellowship tenable in the Uni- 
versity of Manchester for the session 1958-59, has 
been granted to Mr Kenneth S. Most, LLB., A.C.A. 
It is understood that he will work with Professor Ely 
Devons and Mr G. W. Murphy, B.A.(COM.), F.C.A., 
in the Faculty of Economic and Social Studies, and 
that his specific interests will be in the field of uniform 
cost accounting. 

This is the first occasion on which a Simon Fellow- 
ship has been awarded to a member of the accountancy 
profession. The Fellowships are the gift of Lord 
Simon of Wythenshawe who founded them in 1944 
for the promotion of research and teaching in the 
social sciences. Mr Most is the author of our new 
series of articles entitled ‘European Commentary’, 
the first of which appeared in our issue of May 3rd. 


THE INSTITUTE. OF COST AND 
WORKS ACCOUNTANTS 
List or MEMBERS, 1958 
The new edition of the List of Members of The Institute 
of Cost and Works Accountants now published gives 
details of membership corrected up to November 30th, 


1957. 

She book contains alphabetical and topographical 
lists of members together with information about the 
Institute's branches, sub-branches and students’ 
Societies and its eight ‘centres’ in South Africa and 
Southern Rhodesia. Other information includes the 
names of past presidents and the composition of the 
Council and of the Institute's committees. 


THE BRITISH COMPUTER SOCIETY 


The report of the Council of The British Computer 
Society to be presented at the first annual meeting of 
the Society on June 16th at Northampton College of 
Advanced Technology records a membership at 
April 3oth, 1958, of 1,300. Membership at May rst, 
I957, was 449. . 
During 1957-58, regional branches of the Society 
were formed in Manchester, Birmingham, Glasgow, 
Leeds, Newcastle, Hull, Sheffield and Cardiff. These 
branches and others in process of formation are in 
turn being formed into regional groups, i.e. Scottish, 
Northern, Yorkshire, North Western, East Midlands, 
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West Midlands, South Wales and } Monmouth, South 
Western and. London. The report states. that. the first 
British Computer Society E is to be held in 
Cambridge from June 22nd-2 5th. . 


" ASSOCIATION OF SUPERANNUATION. 
AND PENSION FUNDS 


The report of the Council of The Association of 
Superannuation and Pension Funds for the year ended 
December 31st, 1957, records a total membership of 

1,524, comprised of 1,159 ordinary members and 365 
Associate members; there was an increase in member- 
ship over the year of 61. 

The autumn conference in London, attended by 
some 800 members of the Association, considered the 
impact of a new national superannuation scheme on the 
existing and future privately administered occupational 
pension schemes; the conference unanimously passed 
a resolution urging the co-existence of private and 
occupational pension schemes. 

During the year steps have been taken to form local 
groups for discussion. In addition to the one established 
in Liverpool, groups have been instituted in Hull and 
Nottingham, and arrangements are proceeding for 
groups in Birmingham and in other areas. 


ACCOUNTANTS' CROSSWORD: SOLUTION 


The solution to the ‘Accountants’ Crossword’, 
compiled by Mr Kenneth Trickett, A.C.A., which 
appeared in last week’s issue, is as follows: 





MANAGEMENT TRAINING COURSES 


A series of training courses on such themes as ‘Manage- 
ment accounting and the industrial background’, 
‘Work study and management’ and ‘Office admini- 
stration’, are being held by Management Training 
(P.E.) Ltd, during June and July. 

The course on ‘Management accounting and the 
industrial background’, which will be held from June 
gth—13th, is intended for accountants and production 
staff and will show how accounting methods should be 
designed and applied to give positive control of industry 
by management. ‘The fee for the course is forty guineas. 
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The — em and management course to be held 


from; Juge 2nd—27th and from June 3oth-]uly 25th’ 


will: give basic training in the principles and practice 
of work study. It will show how work study should be 


used by management and its relation to production, | 


accounting dnd marketing problems; the course fee 
will be 120 guineas. 

The next two-week office administration course will 
be held from June oth-2oth. It is intended for senior 
executives who wish to review briefly modern manage- 

ment practice and to discuss problems and exchange 
experience. Among the subjects to be considered by 
the course are “The study and improvement of 
methods’; 
equipment and machinery’ and “The use of computers’. 
The numbers on the course, for which the fee is sixty 
guineas, will be restricted to about six.’ 

Further information about these and other courses 
may be obtained from Management raining (P.E.) 
Ltd, 12 Grosvenor Place, London, SWr. 


CHARTERED ACCOUNTANTS' HOCKEY 
CLUB 


The first match in the summer season of the Chartered 
Accountants’ Hockey Club played on May 21st against 
Purley Hockey Club, resulted in a 3-2 win for the 
Chartered Accountants. 


The match was also Purley’s firat and this may well | 


have accounted for the improvement in their play 
during the second half. The Accountants scored two 
goals in the first ten minutes of the game and had much 
the better of the first half. 

Purley then improved and scored two goals, but 
after several near misses, J. A. Chester scored the 
winning goal for the Accountants. The team was as 
follows: 


B. G. Clark, M. A. Charlton, J. A. Chester, M. J. 


Harding, J. A. Hume, C. O. Merriman, M. L. Pecker, 
G. Robson, W. L. Rowland (Captain), J. E. Sargent, 
C. C. Turner 


~ Readers wishing to join the Chartered Accountants’ 
Hockey Club should write to the hon. secretary, Mr 
Wentworth L. Rowland, F.c.a., at Cross Keys House, 
56 Moorgate, London, EC2. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting for bible reading and prayer 
will be held at 12.30 p.m. on Monday next, June 2nd, 
in the vestry at St Mary Woolnoth Church, King 
William Street, EC3. The scripture for reading and 
thought will be the miracle of the cure of the epileptic 
son (St Luke ix. 37-42). 
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Book-keeping and Bookselling 


N a bookseller orders a single copy of a book from 
i / a publisher, he receives a smaller discount, perhaps 25 
per cent instead of the usual 33$ per cent. If, on the 
other hand, in striving to maintain his profit margin he hopefully 
orders two copies but sells only one, then he faces an appreciable 
loss through stock depreciation. To resolve this dilemma in a 
trade which 1s having a hard struggle against television and other 
rivals, the British Publishers’ Guild is introducing a scheme 
next month which should enable its members to give more 
generous discount terms on orders for single copies than is at 
present possible. | 
From the accounting angle, the device is the essence of sim- 
plicity. The bookseller, in future, will use an order-invoice which, 
with the aid of,carbons, will provide simultaneously the order, 
the invoice and his own record. This will save the publisher the 
expense of making out an invoice and will also expedite the 
execution of orders. In the first instance, a pilot scheme will be 
operated for a period of twelve to fifteen months during which 
the invoices will be handled by each publisber. It is hoped there- 
after to establish a publishers’ accounts clearing house to which 


. all. such orders would be charged. Each bookseller availing 


himself of this facility would receive from the clearing house 3 
single monthly account incorporating the orders serviced by the 
participating publishers. 

Speaking at the annual conference of the Booksellers’ Associa- 
tion at Folkestone last week-end, MR WALTER Harrap said that if 
booksellers were to receive larger discounts on ‘single copy’ 
orders, the undesirable alternative to cutting costs was to increase 
prices. As a result of research, it had been decided that costs were 
being inflated by documentation and that the answer was to 
reduce that expense as far as practicable. The order-invoice 
scheme, designed by a panel of booksellers and pon Nee 
the practical outcome. 

Having many times advocated in these columns the necessity 
for cutting costs when competition is keen, we welcome this 
realistic attempt to bring book-keeping to the aid of bookselling. 
Once the size of the clearing house organization has been accurately 
gauged and is fully in operation, the benefit to publishers and 
booksellers should soon become apparent. Both have a special 
mission to perform and it is essential that their trade should be 
economically sound, for a world in which books were not freely 
available at a reasonable price would be a step towards making 
George Orwell’ 8 nightmare vision of 1984, a reality. 
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Bill - VI 


PROFITS TAX 


Clause 20 (1): New Flat Rate 


( pres 20 (x) provides that as from the 
beginning of April 1958, the profits tax 
shall be charged on the profits, arising in 

any chargeable accounting period, from a trade 

or business to which Section 19 of the Finance 

Act, 1937, applies, at the rate of 10 per cent. This 

is to be subject to abatement under Section 33 of 

the Finance Act, 1947, which provide for a somé- 
what artificial calculation where the company has 
franked investment income. It would have been 
far preferable to revert to the abatement pro- 
visions enacted in 1937, under which franked 
investment income would be disregarded, and 
the abatement would be a straight one-fifth of 
the amount by which the assessable profit (being 
more than £2,000) fell short of £12,000. In view 
of the fall in the value of money since 1937, the 
exemption limit of £2,000 and the top limit for 
abatement of {12,000 could well have been 
increased to say £5,000 and £20,000, particularly 

. in view of the still very high rate of the tax. This 

would take out of the scope of profits tax many 

of the smaller building societies and co-operative 
societies who are hard hit by the new changes. 

Clause 20 (1) also directs that there is to be 
neither distribution relief nor a distribution 
charge for chargeable accounting periods ending 
after the beginning of April 1958. These brief 
words remove from industry the awful threat of 
potential distribution charges on profits which 
have had non-distribution relief in the past and 
must now amount to something in the region of 
£18,000 million. At the same time it brings to an 
end the fantastic complications involved in the 
running record of reliefs at varying rates which 
has had to be kept hitherto in relation to every 


It automatically follows, from the change in 
rate as from April Ist, 1958, that any period which 
would otherwise be a chargeable accounting 
period falling partly before and partly after that 
date will be split into two distinct chargeable 
accounting periods (Finance Act, 1956, Fourth 
Schedule, paragraph 1 (1)). 


Clause 20 (2): Intra-group Payments 


Clause 20 (2) directs that Section 69 of the 
Finance Act, 1948, shall not have effect for the 
purpose of computing profits for any chargeable 
accounting period ending after the beginning of 
April 1958. It describes Section 69 as the section 
‘under which payments between interconnected 
companies, though not allowable as deductions. 
in computing the profits of the payer, are to be. 
included in computing the profits of the reci- 
pient'. This, however, is not the only provision 
in Section 69. It seems clear that the effect of 
Clause 20 (2) is to wipe out Section 69 altogether, 
so that the provision which it amended, namely, 
Section 42 (5) of the Finance Act, 1938, is 
restored to its original vigour. Unlike Section 69, 
Section 42 (5) is reasonably straightforward. It 
provides that no interest, annuities, annual 
payments, royalties or rents paid by a body: 
corporate resident or carrying on business in the 
United Kingdom are deductible in arriving at 
its profits if they are paid to a body corporate 
which is a subsidiary or a fellow subsidiary or a' 
principal company (in the profits tax sense) of the 
payer. It also provides that the sum in question 
is not to be included in the chargeable profit of 
the recipient. The subsection is independent of 
the question whether or not there has been an 
election to aggregate the profits of the group. On 


the other hand, it does not apply to payments by ` 
an overseas trade corporation to a member of the, 
same group resident in the United Kingdom! 
(Finance Act, 1957, Seventh Schedule, paragraph , 
IO) Nor does it apply to payments. made to a, 
member of the group in a country with which | 
there is a double taxation agreement and which | 
is paid without deduction of tax (Double Taxation , 
Relief (Taxes on Income) (General) (No. 3) 


company liable to profits tax. It also enables 
companies to carry out transactions dictated by 
business necessity without having to consider 
whether they will involve a distribution charge 
or wil be attacked by the Inland Revenue as 
constituting avoidance of distribution. Some 
indication of the simplification of the tax is 
contained in the list of profits tax repeals, covering 
nearly two pages, in the Ninth Schedule. 
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Regulations: 1954, Regulation 6)! unless it is a 
payment the income tax in respect of which may 


be recovered under paragraph (6) of Regulation 3: 


of the Double Taxation Relief (Taxes on Income) 
(General) Regulations, 19463. 

Section 42 (5) has been officially explained as 
being directed against avoidance devices under 
which one member of a group in effect passed its 
profits to another member not liable to profits 
tax. If this is correct, it is curious that Section 42 
(5) does not apply to remuneration for manage- 
ment or other servies, rendered by one company 
to another. Nor is the subsection in practice 
applied to trade interest either. 

Section 69 (5) of the Finance Act, 1948, now 
to be repealed along with the rest of the section, 
permits a group to elect, in the case of payments 
to a company resident in the United Kingdom, 
to exclude the payments both from the earlier 
provisions of Section 69 and from Section 42 
(5) of the Finance Act, 1948. 


| Abnormally Low Dividends 


Clause 20 (3), together with paragraph 1 of the 
Seventh Schedule to the Bill, imposes some rather 
tedious provisions designed to prevent companies 
from avoiding profits tax at the distributed rate 
by the expedient of declaring a less than normal 
dividend for any period falling wholly or partly 
before April 1st, 1958. It is regrettable that the 
Chancellor has not had the courage of his con- 
victions so far as to absolve all distributions made 
after Budget day from the penal 30 per cent rate. 
| To arrive at the norm one must have regard 
to the rate of dividend declared for what the Bill 
calls the ‘standard period’. This is defined, by 
paragraph 1 (7) of the Seventh Schedule, as the last 
period of accounts of the company concerned for 
‘which either 
(a) the rate of dividend cannot be affected by 
virtue of Section 35 (1) (a) of the Finance 
| Act, 1947, by any declaration of dividends 
: made on or after April 15th, 1958; or 
(b) the company in general meeting has 
before April 15th, 1958, finally decided 
[sic] the total amount of the dividends. 
Section 35 (1) (a) of the Finance Act, 1947, in 
effect provides that dividends expressed to be for 


1 S.I. 1954. No. 1366. 
* S.I. 1946. No. 466. 
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a particular chargeable accounting period or any 
part thereof and which are declared not later 


. than six months after the end of that chargeable 


accounting period are to be treated as distributions 
of that period. Section 35 (2) (3) provides for 
extensions of the six-month period in certain 
circumstances. It is to be observed that para- 
graph x (7) is not dealing with a charge- 
able accounting period as such, but with a 
‘period of account’ of the company (defined as a 
period for which accounts are made up), which 


. Ig not necessarily the same thing. 


For the purpose of (b), where the company 
finally decides the rate in a general meeting held 
after April 15th, but the decision is in accordance 
with a recommendation of the directors which 
recommendation was, with the directors’ author- 
ity, publicly announced before April 15th, the 
company's decision will be treated as having been 
made before that day. Curiously enough, the 
company does not enjoy this concession if the 
general meeting is held actually on April 15th, 
and not later. The concession is for the benefit of 
public companies with a stock exchange quota- 
tion. In the past the Revenue have resisted the 
efforts of private companies to obtain the benefit 
of similar concessions. 

If a period of account would otherwise qualify 
as the standard period, it will nevertheless be 
disqualified if it 1s shorter than previous periods 
of account and the company cannot satisfy the 
Inland Revenue that the shorter length was 
decided on before April 15th, 1958 (proviso (i)). 


Example 

Accounts are made up annually to March 31st. 
For the year ended March 31st, 1957, a first and 
final dividend was declared in August 1957 of 
go per cent. After April 15th, 1958, it is decided 
to make up accounts for the six months to 
September 30th, 1957. It is already too late to 
declare a dividend for that six months so as 
to affect the gross relevant distributions for that 
period. Accordingly, but for proviso (i) to para- 
graph 1 (7), it would be possible to manufacture 
a standard period for which the dividend rate 
was nil, and thus to avoid profits tax by re- 
fraining from declaring a dividend for the 
subsequent six months’ period ending on March 
31st, 1958. Proviso (i) makes the year ended 
March 31st, 1957, the standard period. 


ee ——— * 
ARRA 


THE 
ACCOUNTANT 


June 7th, 1958 


Accounting Thought in Italy 


by OTTAVIO RONDINI 
Assistant Professor of Banking Techniques, University of Trieste 


N Italy there exist three schools of thought 

concerning the study of accountancy, each of 

which is encountered in educational insti- 
tutions. They are the schools of Fabio Besta, 
Gino Zappa and Angelo Chianale, named after 
the writers who laid down their principles. 


The School of Fabio Besta 


Fabio Besta’s approach is known as the ‘capital 
system’, because it regards accountancy from the 
viewpoint of analysing, planning, controlling, 
forecasting and recording all facts which can 
affect the capital of a business enterprise. 

To Besta, the fundamental element of a 
business was its capital, the constituent parts 
of which may be quite different in kind and nature, 
but are expressed in homogeneous terms through 
the use of a common measuring device — their 


monetary value. Assets and liabilities are but | 


sums or aggregate values of E economic 
means. 

The difference between assets and liabilities is 
called ‘net capital’, or ‘net worth’ and according 
to Besta’s school, it is purely an algebraic result 
having no juridical meaning. It is a mere ab- 
straction, and represents a fund of values which 
must be added to the liabilities if they are to be 
made to equal the assets. Its purpose in the 
balance sheet is for balancing only. ` 

The transactions of a business may produce: 
(x) an i increase in assets; (2) a decrease in assets; 
(3) an increase in liabilities; or (4) a decrease 
in liabilities. 


Increases in assets and decreases in liabilities | 


have the same effect on net capital, and in the 
Besta’ theory are termed ‘increasing changes’, 
since they increase net capital. Conversely, 
decreases in assets and increases in liabilities are 
called “decreasing changes’, since they decrease 
net capital. 

If a transaction produces an 'increasing change' 
only (e.g. rent received) or a 'decreasing change' 
only (e.g. salary paid) capital is affected, and all 
transactions of this kind are called 'modifying 
transactions', because net capital is modified in 
size. 

On the other hand, where a transaction 
produces ‘increasing changes’ and ‘decreasing 
changes’ simultaneously, of equal money value, 


net capital remains unaffected in size, although . 


its composition may be altered. In such a case 
there is a 'permutational transaction’ (e.g. on 
repayment of a loan, or receipt of a bill in place 
of a debt). 


Finally, when a transaction produces ‘increasing ` 


and decreasing changes' simultaneously, which 
are not of equal money value, net capital will be 
affected by the amount of the difference between 
the two changes. This is called a ‘modifying- 
permutational' or ‘mixed’ transaction (e.g. the 
payment of a debt subject to a discount). 


Besta's Accounting Theory 


According to Besta, an account 1s a series of 
records relating to one or more items of business 
capital, showing the size of the item at the 
beginning of a period, changes therein at the 
moment of occurrence, and the consequent 
resulting size. 

The ‘double entry recording system’ exists 
where there is a constant balance between the 
total of all amounts recorded on the left-hand 
side of all accounts, and the total of all amounts 
recorded on the right-hand side of all accounts. 
If this balance is to be kept constant: at all times, 
then 


(1) the object of the records — in this case the ` 


elements of business capital — must be con- 
sidered under two different aspects, and a 
set of accounts opened for each aspect; and 

(2) increasing and decreasing changes must be 

recorded in these sets of accounts in a 
converse manner. 

The division of the records into two parts may 
be performed in various ways. Besta’s school 
divides accounts primarily into the elements 
called assets and liabilities, on the one hand, and 
net capital on the other. Thus, the basic equation 
is: 

ASSETS— LIABILITIES —NET CAPITAL 
The two sets of accounts will be: one for assets 
and liabilities, and one for net capital. 

It seems to the writer that at this point one 


recognizes a basic difference between the old | 


Italian school and the American concept which 

considers as the object of accounting records: 
—LIABILITIES-]-CAPITAL 

and which affirms that net capital is put on the 
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credit side of the balance sheet because it repre- 


gents a claim upon the assets, or a liability towards. 


the owner, or something of that nature. 

' According to Besta, then, double-entry book- 
keeping involves a complete set of accounts 
opened to each element of business capital, and a 
complete set of accounts for the abstract 'net 
capital’. The former are called ‘element’ or 
‘original’ accounts, while those for the net 
capital, or the parts into which it could be 
divided, are called ‘net capital’ or ‘derivative’ 
accounts, since the net capital is but a SES 
the result of a difference. 


t The Operation of the Accounts 
Besta's ‘theory of value accounts’ explains the 
|co-existence of these two sets of accounts. It 
‘states that the capital elements of a business vary 
‘continuously in size, and it is the purpose of the 
accounts to follow each of the elements through all 
its changes. If each of these elements is con- 
isidered individually, without reference to the 
'other elements or to the capital of which it forms 
part, its size and the changes therein might be 
measured and analysed from many standpoints; 
for instance, weight, or number, or volume, Of 
length, etc., and the changes expressed in one of 
those units. of measurement. 'l'his procedure is 
used in certain accounting records, e.g. ware- 
house stock books. 

. Conversely, if the element is considered not 
alone but as a part of the capital, and if its 
changes are to be analysed in relation to the 
changes of the other elements and of the aggregate 
capital, then a common standard of measurement 
must be adopted. When the elements composing 
the capital of a business are measured i in respect 
of their monetary value, by means of a ‘currency 
of account', we have a means of expressing their 
changes in homogeneous terms. 

The primary purpose of an account is to keep 
the value of the elements of capital in continuous 
evidence, starting with the opening value and 
following it in all its changes, which must, of 
course, be ‘value’ changes. 

lhe operation of these accounts can be 
expressed as follows: 
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. Modifying, Permutational and Mixed 
Transactions 


A more specific definition of the three types of 
transaction, according to Besta’s analysis, is neces- 
sary because each transaction has to be analysed in 
order to see to which category it belongs. 

A modifying transaction occurs if, m one or 
more elements of capital (whether asset or lia- 
bility), there is an increasing change alone, or 
a decreasing change alone. The corresponding 
entry will be an increasing or decreasing change 

in net capital, or in one of its parts. For example, 
the payment of rent, salaries or taxes causes a 
decreasing change in the asset element ‘cash’, 
and an equal decreasing change in net capital. 
Receipt of rent, or interest, causes an increasing 
change in ‘cash’, and an equal increasing change 
in net capital. 

A permutational ‘transaction occurs if an in- 
creasing change in one of the elements of capital 
is accompanied by an equal decreasing change in 
another element, or vice versa. For example, a 
purchase of furniture for cash causes an increasing 
change in the assets element ‘furniture’, and a 
decreasing change in the assets element ‘cash’. 

A mixed transaction occurs when an increasing 
or decreasing change in an element of capital is 
accompanied by a non-equivalent decreasing or 
increasing change in another element; the capital 
as an aggregate, that is, net capital, wil be 
affected as well. For example, a purchase of a 
machine paid for subject to a discount would 
produce an increasing change in the capital 
element ‘machines’ and a non-equivalent change 
in the capital element ‘cash’; net capital will be 
affected (in this case, increased) by the difference 
between the two changes. 

To conclude, at the commencement of à 
financial period an "Opening balance sheet 
account’ is entered up, which is credited with the 
opening balances of all asset accounts, and 
debited with the opening balances of all liability 
accounts. The corresponding entry is to the 
asset or liability account of the new period. Any 
difference between the total assets and the total 
liabilities is accounted for by the elements of net 
capital. A 'Final' or 'Closing balance sheet ac- 
count’ is opened at the close of the financial 
period, and asset and liability accounts are closed 
off to this balance sheet, together with the net 
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activity of the persons engaged in business trans- 
actions; the business is considered as a product 
of personal activities using economic means 
towards a certain aim. Every single act of business 
management has an effect upon the means of the 
business, and causes changes to occur in both their 
quality and quantity. 

Both quantity of economic means and changes 
in business capital are measured by monetary 
units. Every economic .transaction inevitably 
produces a monetary movement, and it is just this 
monetary movement which must be taken into 
consideration if the results of the business are to 
be measured. _ 

Both currency and credit relations are measured 
by the number of monetary units they represent; 
together they are usually called ‘cash’. More 
exactly, coins and notes are ‘actual cash’, while 
credit relations are ‘assimilated to cash’. Business 
transactions may be expressed in terms of cash 
changes or changes in credit relations. But since 
they always lead to cash changes, one may state 
that all the transactions of a business can be 
measured by ‘actual’ or ‘assimilated’ cash changes. 

Zappa’s school calls ‘increasing cash changes’ 
those changes which cause an increase in cash, or 
improve credit relations; ‘decreasing cash changes’ 
are those which cause a decrease in cash, or 
worsen credit relations. These changes are an 
instrument for measuring the economic means 
of a business, and their changes. 


This measurement is based on two viewpoints: 


(1) what occurs in the way of cash changes, and - 


(2) the reasons for the changes. These two aspects 
are: (1) the monetary or ‘financial’, and (2) the 
‘economic’, where transactions are analysed 
according to the aim of the business, and classified 
by their origin. 

The aim of a business is to earn, and what it 
earns is called ‘income’, that is, the new wealth 
which the business has succeeded in producing. 
This is nothing but the quantitative increase in net 
capital which results from business transactions. 

Business transactions may be recorded from 
their monetary aspect or otherwise. According 
to Zappa, the quantitative monetary records are 
called ‘book-keeping records’ and all others are 
called ‘statistical records’. Even quantitative 
monetary records are statistical in so far as they 
are kept according to rules and methods appli- 
cable to statistical records. This is why Zappa 
maintains that cost accounting in an industrial 
business is kept out of the general records, which 
are solely responsible for determining income. 

In order to obtain the factors of production a 
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business must ‘Pay a price for them; these expenses 
are called ‘costs’. The sale of products or services 
also involves payment of a price, this time to the 
business; this remuneration is called ‘revenue’. 
To measure the income of a business it is 
sufficient to match revenues with costs, and to 
compare the size of the former with the size of 
the latter. Costs and revenues are the negative 
and positive aspects of the income phenomenon. 

Zappa's school usually classifies costs by pro- 
duction factors, and revenues according to the 
nature of the product sold or service provided. 

Both costs and revenues involve movement of 
cash, and both positive and negative components 
can be expressed through cash changes; thus, 
income can be measured in terms of cash chzages. 
But in addition to ‘actual’ and ‘assimilated’ cash 
changes, the periodical determination of income 
requires 'anticipated' cash changes to be con- 
sidered, that is, deferred and accrued items. 

Not only cash, but also the changes themselves 
may be ‘actual’, ‘assimilated’ or ‘anticipated’, 
according as they affect actual cash, assimilated 
cash or the deferred and accrued items. 


Recording the Cash and Economic Aspects 


The double-entry method is best suited to 


measuring both cash and economic aspects of 
business transactions, according to Zappa. The 
aim of the records becomes income determination, 
achieved by (1) measuring capital and its varia- 
tions; and (2) measuring costs and revenues by 
means of cash changes, 

In this connection, Zappa avails himself of 
two sets of accounts, one for recording each 
transaction according to its cash aspect (actual, 
assimilated or anticipated), and one for recording 
each transaction according to its economic aspect, 
that is, costs, revenues, or capital. 


ACCOUNTS 
1) Cash Accounts (2) Economic Accounts 
a) Actual cash (a) Costs 
b) Assimilated to cash (5) Revenues 
c) Anticipated cash (c) Capital 


In the cash accounts, increasing changes are 
recorded on the left-hand side and decreasing 
changes on the right. Economic accounts operate 
in the converse manner; increasing changes (of 
income) are recorded on the credit, whereas the 
negative components of income appear on the 
debit. The capital accounts also operate con- 
versely to the cash accounts, increasing changes 
being credited, and decreasing changes debited. 

For example, a purchase of materials for cash ` 
would be analysed and recorded icd Zappa as 


follows: | 


di 


-— 


| 
d 


juna 7th, 1958 

| 

| (a) from the cash aspéct, a decreasing actual 

| . Cash change is to be recorded on the credit 

| of the cash account; 

. (8) from the economic aspect, there is a 

| negative income component to be recorded 

| on the debit of an economic account, in 
this case materials account. 

| 

i Closing the Income Accounts 


Since income is the algebraic result of costs and 
revenues, they must be gathered together in one 
synthetic account, called the 'general profit and 
loss account’. But this account must be adjusted in 

espect of income components which affect other 
weise periods, such as unsold goods. These 
are recorded in special accounts which will affect 
ithe income of future periods. But even Zappa 
admits that the criteria for ascertaining which 
costs and revenues belong to other periods are 
always arbitrary. The third phase is recording in 
the profit and loss account anticipated income 
components which belong to thé financial period. 

For closing the cash accounts, Zappa’s school 
uses the same type of closing balance sheet which 
we have described in dealing with Besta’s capital 
system, 

Zappa’s income system was published some 
twenty years ago, and is now used by the majority 
of high schools, ‘commercial a and busi- 
nesses. 


Angelo Chianale' 8 Balance Sheet Deg 


Professor Chianale was one of Béesta’s pupils, 
and his approach may be considered as an attempt 
to modernize Besta’s capital system. According 
to him, the basic equation is: 
| ASSETS==LIABILITIES ` 

since the wealth or capital of a person or business 
may be regarded as one fund of values resulting 
from the difference between two groups of 
elements. 'l'he balance sheet includes capital on 
the liabilities side, whether contributed or 
borrowed, and the same capital can be found on 
the assets side in the form of the values into which 
this capital has been invested. 

Consequently, it is only for the purpose of 
presenting the balance sheet as an arithmetical 
entity that Chianale considers the net capital as 
a liability, and he stresses the fact that this does 
not imply any juridical or economic meaning. It 
is a pure convention, and he calls it ‘net worth’. 

Every numerical increase in assets must result 
in an equal numerical decrease of one or more 
other assets, or a corresponding and equal in- 
crease in liabilities, net worth included. Con- 
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versely, an increase in liabilities must result in 


a decrease in other liabilities, or in a corres- 


ponding.decrease in assets. 

Since Chianale looks to the balance sheet, he 
does not consider either increasing or decreasing 
changes, nor does he consider cash and income 
changes. The behaviour of the accounts which 
represent the capital of a business will be: 


numerical | numerical 
increases | decreases 


This approach differs from that of Besta, "This approach differs from that of Besta, who 
regards business capital as both a combination of 
positive (assets) and negative (liabilities) elements, 
giving rise to the ‘capital element accounts’, and 
a fund of values (net capital) giving rise to 





Liabilities and 
net worth 


numerical amr. 
decreases | increases 


individual capital accounts, named ‘derivative’ 
accounts. These latter, Chianale regards as sus- 


pense accounts, which will be closed to the 
accounts where they originated. 

. The balance sheet basis as an explanation of 
double-entry book-keeping comes near to the 
method used in Britain and the U.S.A. It has 
been introduced in some Italian commercial 
colleges since the last war, 


‘Capital’ and ‘Income’ — ee 


These may be considered as different aspects of 
the same system. In determining income, changes 


in capital are brought to light, and in determining 


capital at the end of a financial period, income 
can be ascertained by comparing it with the 
opening capital. 

The income system records only those trans- 
actions which result in cash changes, that is, 


transactions with external persons and organi- 


zations, whereas the capital system records even 
those transactions which take place inside the 
business itself. 

Classification of transactions differs in the two 
systems; a purchase of goods is a permutational 
transaction for the capital system but a modifying 
transaction for the income system. At the end of 
a period, while stocks of unsold goods must be 
priced under both systems, the capital system 
requires an adjustment of the goods account, 
whereas the income system calls for an adjusting 
entry in the profit and loss account. Similar 
differences in treatment are noticeable for accrued 
and deferred items; they are clearly reflected in 


‘the form of the profit and loss aecount. 
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The Law on Professional Negligence 


CONTRACTUAL 


it certain responsibilities, In the performance 

of his duty to his client a professional man 
ought, of course, to exercise a reasonable degree of 
care and skill in his work. He is employed because 
of his capabilities, and he ought to attain the 
customary standard. A professional man who exercises 
a reasonable degree of care and skill in any particular 
case has really nothing to fear. It is in the odd case 
where something goes wrong, either through his own 
fault or the fault of a servant of his, that liability ma 

Almost all professional men are in the same boat. 
The one happy exception is the barrister. In theory, 
his employment is a purely honorary one. He has no 
legal right to be paid any fees for his services, and 
his remuneration is called an honorarium. In fact, 
there is a small pocket at the back of a barrister’s 
gown - a relic of olden days when clients would place 
money in it. The reason was to avoid handing over 
money openly and thus giving offence to the advocate. 
The practice has gone, and today the barrister is not 
offended by being paid a proper remuneration, 80 
long as it is done through his clerk in the usual way. 
But he 1s still free from any liability for professional 
negligence. 

The accountant, the solicitor, the doctor, the 
dentist, the architect and the surveyor - to give some 
examples — are not so fortunate. So let us see what 
this liability for negligence really is. 


Es into a profession usually carries with 


The General Law of Negligence 


Negligence means neglect to exercise reasonable care 
or neglect to exercise reasonable skill, or both. I can 
be careless or unskilful in a variety of ways without 
exposing myself to the risk of an action for negligence. 
Liability will depend upon whether in any particular 
case there exists a duty on my part—a duty to 
exercise reasonable care; a duty to exercise reasonable 
skill, As Lord Macmillan said in the famous case of 
Donoghue v. Stevenson ([1932] A.C. 562)-—a case 
isis was concerned with a snail in a bottle of ginger 
eer 
"Ihe law takes no cognizance of carelessness in 
the abstract. It concerns itself with carelessness only 
where there is a duty to take care, and where failure 
in that duty has caused damage. In such circum- 


An address given to The Chartered Accountant Students’ 
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DUTY OF ACCOUNTANTS 


by J. P. EDDY 


stances carelessness assumes the legal quality of 

negligence, and entails the consequences in law of 

negligence.’ 

Negligence, therefore, is a breach of duty —a duty 
of care, a duty to exercise reasonable skill. Without 
the existence of duty there can be no negligence. 


It may arise in one of two ways according to the 
circumstances of any particular case. Firstly, it may 
arise out of the law of the land, out of the common 
law, out of statute law — quite shortly out of the 
law of tort. But duty does not arise in the case of 
accountants out of the law of tort. A tort is a civil 
wrong. It gives rise to an action for damages. The 
word ‘tort’ is derived, through the French, from the 
Latin tortus, twisted, as opposed to rectus, straight or 
right. 

The common law, the growth of centuries, is 
enshrined in the rulings of judges; statute law 
consists of Acts of Parliament. A duty to exercise 
reasonable care or skill may be fixed by the law. 
Where it is, it is a duty towards persons generally. 
Thus there is a duty to exercise reasonable care or 
skill to avoid causing physical injury either to a person 
or property. I emphasize that word ‘physical’. That 
word explains why the duty of an accountant is 
purely contractual — a matter between himself and his 
client. 

I must drive a motor-car along the highway with 
due care. If I do not, I may not only be liable to a 
prosecution for careless or dangerous driving; I may 
be liable in a civil action for any damage I may cause. 
I must keep under proper control a dog which I know 
to be vicious. I must not throw something out of a 
window which is likely to fall on someone passing 
underneath. 


So much for liability arising out of tort. It is 
desirable, no doubt, to have the general principles 
in mind. But it is with the other ground of liability 
that accountants as accountants are concerned. 


So I come to the second point, and that is where 
the accountant comes in. The duty to exercise a 
reasonable degree of care and skill may arise out of 
contract. 

A person instructs his accountant to prepare his 
accounts. In that case, there is a contractual duty on 
the part of the accountant to exercise a reasonable 
degree of care and skill. And note this vital matter: 
in dealing with the general law of negligence there 
is a duty to persons generally, but in the case of the 
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accountant, whose duty springs from a contract, 
he owes a duty to his client and to no one else. Only 
the client can complain if the accountant is negligent, 
as we shall see when we come to look at the leading 
case of Candler v. Crane, Christmas & Co ([1951] 
2 K.B. 164; [1951] 1 All E.R. 426). 

| So it is with the solicitor. When a client retains his 
solicitor to act for him there is a contract, and this 
consequence follows. The solicitor must be skilful and 
careful; if he is negligent, he may be sued. On this, 
the leading case of Groom v. Crocker ([1939] 1 K.B. 
194) is of interest. 

| So it is with a doctor. He owes a duty to his patient. 
That duty was laid down by Chief Justice Tindal 
over one hundred years ago in Lanphier v. Phtpos 
(1838) 8 Carrington and Payne 475). The doctor 
does not undertake that he will perform a cure, nor 
does he undertake to use the highest degree of skill. 
D here may be persons who have a higher education 
and greater advantages than he has; but he under- 
takes to bring to his work a fair, reasonable and 
competent degree of skill. 


| | 
| Principle of Respondeat Superior 


I am, of course, going to deal fully in relation to 
accountants, with the vital case of Candler o. Crane, 
Christmas e Co, to which I have already referred. 
But so that the problem may be seen against its 
proper background I may perhaps point out that 
there have been several cases in recent years aff 
doctors. There was one which defined in particular 
their position in relation to their work in hospitals. 
Tt was the leading case of Cassidy v. Ministry of 
Health ([1951] 2 K.B. 343). 

There is a well-settled principle of law called 
respondeat superior. Where a servant or agent is 
negligent in the course of his employment the 
principle is respondeat superior — let the principal be 
held responsible. Cassidy’s case decided that the law 
applies the principle of respondeat superior in the 
icase of a hospital just as it does in the case of master 
‘and servant in any other sphere of activity — profes- 
sional, industrial or otherwise. It decided that the 
hospital is responsible for all those in whose charge the 
| ipatient was. 
| ‘The importance of this principle is clear. Account- 
ants are employed to prepare accounts for a client. 
hey entrust the work to one of their clerks. The 
clerk is negligent. His principals are responsible if he 
was acting in the course of his employment - doing 
something which he was employed to do. A master is 
responsible not only for what he authorizes his servant 
to do but also for the way he does it. In the Candler 
case, the accounts, as we shall see, were prepared by 
a clerk who showed them to a third party. His 
employers contended that in so doing he was not 
acting in the course of his employment, but the 
point failed, 

Solicitors are retained to act for a client in a 
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particular matter. They entrust the work, or a part 
of the work, to one of their clerks. The clerk. is 
negligent. His principals are responsible. 

Whether the principals are accountants or whether 


they are solicitors, they are responsible for the 


negligence of their clerks in the course of their employ- 

I mentioned, when I was dealing with the general 
law of negligence, that there was a duty to exercise 
reasonable care or skill to avoid causing physical 
injury.either to a person or property. Observe once 
more the word ‘physical’ ~ physical injury either to a 
person or property. It was one of the matters which, 
influenced a majority of the Court of Appeal in 
deciding in Candler v: Crane, Christmas & Co, that 
the liability of an accountant for negligence reated 
on contract and on nothing else. 


Influence of Two Leading Cases 


They were guided by two leading cases. One of them 
was Derry v. Peek ((1889) 14 A.C. 337), and the 


other was Le Lievre v. Gould ([1893] 1 Q.B. 419). 


Derry v. Peek is, of course, a famous decision on the 
meaning of the word 'fraud'. Fraud is proved when 
it is shown that a false representation has been made 
knowingly, or without belief in its truth, or reck- 
lessly, without caring whether it be true or false. 

* There was no fraud in the Candler case. Fraud was 
wholly eliminated. It was a case of negligence or 
nothing. But Derry v. Peek was indirectly relevant 
because it assumes or implies that a merely negligent 
misrepresentation made by a director to potential 
subscribers for shares on which some of them act to 
their detriment, affords them no remedy. 

In Le Livre v. Gould -the case which really 
governed the majority decision in the Candler case — 
mortgagees of the interest of a builder under a 
building agreement advanced money to him from 
time to time on the faith of certificates given by a 
surveyor. The surveyor was not appointed by the 
mortgagees, and there was no contractual relationship 
between him and them. In consequence of the 
negligence of the surveyor, the certificates contained 
untrue statements as to the progress of the buildings, 
but there was no fraud on his part. The Court of 
Appeal held that the surveyor owed no duty to the 
mortgagees to exercise care in giving his certificates, 
and they could not maintain an action against him by 
reason of negligence. Lord Esher, then Master of the 
Rolls, in considering the question of liability for a 
negligent representation, observed: ` 

‘All that he (the defendant) had done was to give 
untrue certificates negligently. Such negligence, in 
the absence of a contract with the plaintiffs, can give 
no right of claim at law or in equity.' 


And Lord Justice Bowen, in that case, said: 


"Ihe law of England does not consider that what 
aman writes on paper is like a gun or other dangerous 
instrument, and, unless he intended to deceive, the 


686 


law does not, in the absence of contract, hold him 
responsible for drawing his-certificate carelessly.’ 


The principle of Le Lievre v. Gould was qualified 
by the case of Nocton v. Ashburton (a case of solicitor 
and client) which shows that the passage from Lord 
Esher's judgment, after the words 'in the absence of 
contract with the plaintiff’ should be qualified with 
these further words: 'or 1n some circumstances where 
a fiduciary relationship exists between the defendant 
and the plaintiff". 

In line with Le Lzevre v. Gould, the case of Candler 
v. Crane, Christmas & Co may be regarded as an 
outstanding example of the principle that where 
there is no contractual duty there is no liability for 
negligence if the damage complained of is not physical. 


The 'Snail-in-the-Bottle' Case 

We must keep that distinction plainly in mind 
` as we take a brief look at the snail-in-the-bottle 
case of Donoghue v. Stevenson (supra) in which 
Donoghue, a woman shop assistant, brought an 
action in the Court of Session in Scotland claiming 
damages from a manufacturer of aerated waters for 
injuries she received as a result of consuming part 
of the contents of a bottle of ginger beer which had 
been manufactured by him, and which, it was 
alleged, contained the decomposed remains’ of a 
snail. She alleged that the bottle of ginger beer was 
purchased for her by a friend in a café at Paisley, 
. which was occupied.by one Minchella; that the bottle 
was made of dark, opaque glass, and that she had no 
reason to suspect that it contained anything but pure 
ginger beer; that Minchella poured some of the 
ginger beeroutintoa tumbler, and that she (Donoghue) 
drank some of the contents of the tumbler; that her 
friend was then proceeding to pour the remainder of 
the contents of the bottle into the tumbler when a 
snail, which was in a state of decomposition, floated 
out of the bottle; and that she suffered from shock 
and severe gastro-enteritis. 

There was much disputation as to whether 
Donoghue had a cause of action. She had not 
bought the ginger beer; it was her friend who had 
bought it. The first Court held that she had a good 
cause of action. The second Court ~ three judges, 

with one judge dissenting ~ held otherwise, and dis- 
missed the action. There was an appeal to the House 
of Lords, and three Lords of Appeal, with two 
dissenting, allowed the appeal. So the action went on, 
and it was settled, as I know, for {100 damages. 


I quote just the famous passage from the opinion 
. of Lord Atkin: 


“The liability for negligence,’ he said, '. . . is no 
doubt based upon a general public sentiment of 
moral wrongdoing for which the offender must 
pay. But acts or omissions which any moral code 
would censure cannot in a practical world be 
treated so as to give a right to every person injured 

. by them to demand relief. In this way rules of law 
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arise which limit the range of complaints and the 
extent of this remedy: 

"Ihe rule that you are to love your neighbour 
becomes in law you must not injure your neighbour; 
and the lawyer's question, "Who is my neighbour?" 
receives a restricted reply. You must take reasonable 
care to avoid acts or omissions which you can 
reasonably foresee would be likely to injure your 
neighbour. Who then in law is your neighbour? The 
answer seems to be persons who are so closely and 
directly affected by my act that I ought reasonably 
to have them in contemplation as being so affected 
when I am directing my mind to the acts or omis- 
sions which are called in question.' 


Candler v. Crane, Christmas & Co 


That interesting question, ‘Who then.in law is my 
neighbour?’ was raised in the Candler case in which, 
as I have mentioned, there was a majority decision in 
the Court of Appeal with two lords justices — Lord 
Justice Cohen (now Lord Cohen) and Lord Justice 
Asquith (who died after becoming Lord Asquith) - 
on one side, and Lord Justice Denning (now Lord 
Denning) on the other. Lord Cohen is, of course, 
chairman of the Council on Prices, Productivity 
and Incomes, but I think it will be convenient for 
me to refer to the three judges who decided the 
Candler case under the titles by which they were 
known at that time. Lord Justice Cohen and Lord 
Justice Asquith were guided, as I have said, by 


Derry v. Peek and Le Lievre v. Gould. Lord Justice 


Asquith, in particular, said that the principle laid 
down by Lord Atkin in Donoghue v. Stevenson in 
answer to the question "Who then in law is my 
neighbour? has never yet been applied where the 
damage complained of was not physical in its 
incidence to either person or property. 


'The Court of Appeal was, of course, bound byt the 
decision of the Court of Appeal i in Le Lievre v. Gould, 
and that point, apart from anything else, was enough 
to get Crane, Christmas & Co, the accountants, home. 

But now let us look at the facts in the case; let us 
see who were the persons mentioned in the story. 
First, there was Donald Ogilvie, a company director. 
Then there were Crane, Christmas & Co, account- 
ants, the defendants in the action. Then there was 
Henry Fraser, one of their clerks. Finally, there was 
the plaintiff, Mr Candler. . 

In November 1944, Donald Ogilvie formed the 
Trevaunance Hydraulic Tin Mines Ltd, to work 
certain surface tin workings in Cornwall, with him- 
self as chairman and managing director for life. In 
March 1946, he told Crane, Christmas & Co that 
he wanted them to prepare the accounts of the 
company and to write up the books. The accountants 
entrusted the work to one of their clerks named 
Henry Fraser, but he had not done much towards 
the work when in June 1946 Ogilvie told the account- 
ants that he had decided ‘to go out for substantially 
more capital’, and asked them to insert an advertise- 


ment; in The Times newspaper as 8 quickly as possible. 
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They arranged it for him, and i it SE on July 8th, 
1946, in these words: 


‘£10,000. Established tin mine (low capitalization) 
in Cornwall seeks further capital. Install additional 
; milling plant. Directorship and active participation 
. open to suitable applicant. — Apply etc.’ 


' The plaintiff, Mr Candler, answered the advertise- 
men in these words: 


‘I should be interested to take an active part i in a 
f Cornish tin mine,-and have about £2,000 to invest. 
. Will you let me have particulars?’ 


The accountants sent that letter unopened to 
Ogilvie, who communicated with Mr Candler. 


Ae, a result, in the first half of September 1946, 

Dgilvie showed Mr Candler the Cornish workings, 
and told him that if he invested £2,000 he would 

get a directorship in the company and a service 
agreement for two years at {10 a week.. But the 
balance Mr Candler, said that he wanted to see the 
alance sheet of the company first. . 


| As a result of this request, Ogilvie started pressing 
the accountants to get out the accounts. He told their 
clerk, Fraser, that he wanted the accounts got out as 
quickly . as possible, and that the accounts were 
required to show to a potential investor in the com- 
pany, whose name was Candler. 


| Fraser, accordingly, | in the middle of September 
1946, worked on the accounts very intensively, going 
to Ogilvie’s flat two or three times a day for his 
explanation of various items. He was under the 
mistaken impression that it was, in substance, 
Ogilvie's business, and he accepted Ogilvie's state- 
ments without verification. 
| Meeting with Proposed Investor 
During that month of September 1946, Ogilvie asked 
Fraser to meet the plaintiff Candler the next day, 
80 as to give him information relating to the accounts 
of the company. Accordingly, the next day Fraser 
went with Ogilvie to meet Candler and took with 
him the draft accounts which he had by that time 
prepared. At this meeting Ogilvie introduced Fraser 
to the plaintiff as the representative of Crane, 
Christmas & Co, the accountants and auditors of 
the company who were preparing the accounts, and 
he introduced the plaintiff to Fraser as a man who 
was contemplating an investment in the company. So 
Fraser, the clerk, and Candler, the proposed investor, 
were brought together. Fraser knew of the advertise- 
ment which his firm had inserted for new capital; and 
he knew that the negotiations depended on the 
plaintiff being satisfied with the balance sheet of the 
company. 
| Now watch what took place at this meeting. The 
question is whether in the circumstances the account- 
ants owed a duty to the proposed investor with whom 
they were brought into direct touch. Lord Justice 
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Cohen. and Lord Justice Asquith said ‘No’ to this 
question; Lord Justice Denning said ‘Yes’, 


` At the meeting, Fraser produced the draft M 
They had already, at that time, with them a certificate 
ready for signature by the accountants, saying in. the 
usual formula: 


‘We have audited the balance sheet as soe set 
‘forth. We have obtained all-the information and 
explanations we have required, and we report that 
such balance sheet -is in our opinion properly, 
drawn up so as to exhibit a true and correct view 
of the state of the company’s affairs, according to 
the best of our information and the explanations 

given to us and as shown by the books of the 
company.’ 


That certificate was not signed at the time; but 
Fraser told the plaintiff that that certificate would be 
signed with a clear docket, subject to one or two small 
alterations which he wished to consider for another 
two or three days. 


The plaintiff, Candler, took down in his own hand- 
writing a copy of the accounts, because he wanted to 
put them before his own accountant for advice. 


The three men met again three days later, on 
September zoth, 1946. By that time Fraser had con- 
cluded his examination of the books. Fraser said that 
the accounts had been passed by the directors, and 
would be signed in the next few days. The plaintiff 
had meanwhile himself got advice from his own 
accountant, and put queries to Fraser about the 
accounts which Fraser answered. At the end of this 
méeting the plaintiff told Ogilvie and Fraser that 
he was satisfied and would invest £2,000 in the com- 

any. He sent a cheque for {500 that day, and the 
Dads shortly afterwards, for shares in the company. 


On September 27th, 1946, thé accounts were 
certified by the accountants in precisely the form in 
which Fraser had shown them to the plaintiff at the 
meeting of the 2oth without any alteration at all. 


Actual Position of the Ge 


Now note what happened. In fact, the accounts gave 
an altogether false picture of the position of the 
company. For example, there was no verification 
whatever of the information which Fraser was given 
by Ogilvie. Thus, among the assets were inserted 
‘Freehold cottages (at cost) £650’. In fact, the com- 
pany had no title deeds for the cottages. The cottages 
stood in Ogilvie’s name, and he had mortgaged them 
to the bank for his own overdraft. 

Again: “Leasehold buildings at cost, £650’. The 
company had no leases, but they stood in Ogilvie’s 


name, and were ultimately forfeited for non-payment 


of rent. 
Further, the assets were said to include £3,280 
ended on capital development, whereas the pro- 
priety of that e depended on whether out of 


the total expenditure of the company a proper alloca- 
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tion had been made between capital and revenue 
expenditure; and the accounts contained no indica- 
tion that any such allocation had been necessary, or 
had indeed been made. It appeared that much too 
high a figure was allocated to capital, thus making the 
assets appear larger than they in fact were. 

The result was disastrous for the plaintiff. In 
September 1946, he entered the service of the com- 
pany, moved down to Cornwall, and worked at the 
mine. Indeed, in November 1946, he invested 
another £200. But a little later his suspicions became 
aroused, because he discovered that his £2,000 had 
not been applied for the puros of the company's 
business, but that most of it had been withdrawn by 
Ogilvie for his own private purposes. Ultimately, he 
discovered that the company was in a very bad way. 
It was not even able to pay his salary. He issued writs 
. against the company for salary and money lent. He 
then presented a petition for winding-up the com- 
pany, and a winding-up order was made. There were 
no assets, The bank took the freehold cottages for 
Oglivie's debt. The lessors forfeited the leasehold 
property. Ogilvie became a bankrupt. The plain 
lost his £2,000 altogether. 

Candler, therefore, brought an action against Crane, 
Christmas & Co, ‘claiming that it was due to their 
carelessness that he had lost his money. The trial 
judge, Mr Justice Lloyd-Jacob, found that Fraser, 
in showing the accounts to the plaintiff, was acti 
in the course of his employment. He found that the 
accounts presented a position of the company which 
was ‘wholly contrary to the actual position’, and that 
there had been extreme carelessness in their prepara- 
tion. But he dismissed the action because, in his 
opinion, in the absence of fraud, there was no duty 
of care owed by the accountants to the plaintiff. 


Lord Justice Denning gave the first judgment, and 
I quote from it: ` 


‘The judge appears to have treated it as beyond 
question that Fraser was acting in the course of his 
employment; and I agree with him. There is no 
doubt that Fraser was acting within his actual 
authority in writing up the books and preparing the 
accounts, and indeed his action in so doing was 
ratified and confirmed by the senior partner who 
signed the certificate; but it is said that Fraser had 
no authority to show the draft accounts to the 
plaintiff or to answer his queries, at any rate not 
without asking his principals for permission to do so. 
The senior partner admitted that it was a very 
common thing for accountants, at the request of the 
chairman or person in control of a company, to give 
details of the company’s accounts to a prospective 
investor so as to induce him to invest money, but 
he said it was for the principal of the firm to do it, 
and not for a clerk. That may well be so. It may 
not have been within Fraser’s actual authority, but 
that is not the point. À master is often made 
responsible for the unauthorized or forbidden acts 
of his servant, when he has for his own purposes 
put the.servant in a position where he can do the 
acts. Practical good sense demands that, even though 
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the master is not at fault himself, he: should be 
responsible if the servant conducts hi in a way 
which is injurious to others. He takes the benefits 
of the servant's rightful acts and should bear the 
burden of his wrongful ones; and he is, as a rule, 
the only one who has the means to pay. So here, I 
have no doubt that the accountants are responsible 
for the way in which Fraser conducted himself in 
preparing the accounts and showing them to the 
plaintiff who, after all, was perfectly innocent in the 
matter and had not the slightest idea that Fraser bad 
no authority to do what he did.’ 


‘Timorous Souls’ and ‘Bold Spirits’ 
Then Lord Justice Denning said this: 


‘Now I come to the great question in the case: Did 
the accountants owe a duty of care to the plaintiff? 
If the matter were free from authority, I should have 
said that they clearly did owe a duty of care to him. 
They were professional accountants who prepared 
and put before him these accounts, knowing that he 
was going to be guided by them in ing an invest- 
ment in the company. On the faith of those accounts 
he did make the investment, whereas if the accounts 
had been y prepared, he would not have 
made the investment at all. The result is that. he 
has lost his money. Ín the circumstances, had he 

- not every right to rely on the accounts being pre- 
pared with proper care; and is he not entitled to 
redress from the accountants on whom he relied? 
I say that he is, and I would apply to this case the 
words of Lord Justice Knight Bruce in an analogous 
case ninety years ago: “A country whose administra- 
tion of justice did not afford redress in a case of 
the present description would not be in a state of 
civilization".' © 
Lord Justice Denning dealt with three submissions 

made on behalf of the accountants: First that a duty 
to be careful in making statements arose only out of 


a contractual duty to the plaintiff or a fiduciary , 


relationship to him. It was argued that no action had 
ever been allowed for negligent statements. 


"I his argument about the novelty of the action,’ 
said Lord Justice Denning, ‘does not appeal to me 
in the least. It has been put forward in all the great 
cases which have been milestones of progress in our 
law, and it has always, or nearly always, been 
rejected. If you read the great cases of Ashby v. 
White [(1703) — which decided that a man who has 
a right to vote at an election for Members of 
Parliament may maintain an action against the 
returning officer for refusing to admit his vote]- 
Pasley v. Freeman [(1789) — that a false affirmation 
made by a defendant with intent to defraud the 
plaintiff; wbereby the plaintiff receives damage, is 
actionable] and Donoghue v. Stevenson, you will 
find that in each of them the judges were divided 
in opinion. On the one side were the timorous souls 


nt 
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who were fearful of allowing a new cause of action. ` 


On the other side there were the bold spirits who 

were ready to allow it if justice so required.’ 

Lord Justice Denning referred to two other sub- 
missions — that a duty to take care only arose where 
the result of a failure to take care will cause physical 
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to persons or property, and that the duty 
owed by the accountants was purely a contractual 
duty. Having dealt with these submissions, his lord- 
ship went on: 


Let me now be constructive and suggest the 
| circumstances in which I say that a duty to use care 
| in statement does exist apart from a contract in 

that behalf. First, what persons are under such a 
duty? My answer is those persons such as account- 
| ants, surveyors, valuers and analysts, whose pro- 
fession and occupation it is to examine books, 
| accounts and other things, and to make reports on 
G which other people ~ other than their clients — rely 
i in the ordinary course of business. Their duty is 
, not merely a duty to use care in their reports. They 
| have also a duty to use care in their work which 
| results in their reports. Herein lies the difference 
| between these professional men and other persons 
ı who have been held to be under no duty to use 
| care in their statements, such as promotors who 
l'issue a prospectus: Derry v. Peek (now altered by 
| statute) [see Section 43 of the Companies Act, 
1948] and trustees who answer inquiries about the 
| trust funds: Low v. Bouverie ([1891] 3 Ch. 82). 
| Those persons do not bring, and are not 
| to bring, any professional knowledge or skill into 
| the preparation of their statements: they can only 
‘| be made responsible by the law affecting persons 
generally, such as contract, estoppel, innocent 
misrepresentation or fraud. But it is very different 
with persons who engage in a calling which requires 
special knowledge and skill.’ 
I 
| 


The Law and the Community ` 


Later, Lord Justice Denning said this:. 


“It will be noticed that I have confined the duty 
to cases where the accountant prepares his accounts 


and makes^his report for the guidance of the very . 


| person in the very transaction in question. 'l'hat is 

| sufficient for the decision in this case. I can well 
understand that it would be going too far to make 

| an accountant liable to any person in the land who 

| chooses to rely on the accounts in matters of 
business, for that would expose him to “‘liability in 

| an indeterminate amount for an indeterminate time 
to an indeterminate class": see Ultramares Corpora- 
tion v. Touche. orar mdp CE 
case ([1931] 255 N.Y. Rep. 170)]- 

| His lordahip continued: 


| "Whether he would be liable if he prepared his 


| accounts for the guidance of a specific class of 
| 


persons in a specific class of transactions, I do not ( 


say. I should have thought he might be. . 
Then towards the end of his EE Lord 
Justice Denning said this: 
‘One final word: I think that the law would fail 


to serve the best interests of the community if it ` 


should hold that accountants and auditors owe a 
duty to no one but their client. Ite influence would 
be most marked in cases where their client is a 
company or firm controlled by one man. It would 
encourage accountants to accept the information 
which the one man gives them, without verifying it; 
and to prepare and present the accounts rather as a 
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lawyer prepares and presents a case, putting the 
. best appearance on the accounts they can, without 
expressing their personal opinion of them. This is, 
to my way of thinking, an entirely wrong approach. 
There is a great difference between the lawyer and 
the accountant. The lawyer is never called on to 
express his personal belief in the truth of his 
client's case; whereas the accountant, who certifies 
the accounts of his client, is always called on to 
express his personal opinion as to whether the 
accounts exhibit a true and correct view of his 
client's affairs; and he is required to do this, not so 
much for the satisfaction of his own client, but more 
for the guidance of shareholders, investors, Revenue 
authorities, and others who may have to rely on 
the accounts in serious matters of business. If we 
should decide this case in favour of the accountants 
there will be no reason why accountants should 
, ever verify the word of the one man in a one-man 
company, because there will be no one to complain 
about it. The one man who gives them wrong 
information will not complain if they do not verify 
it. He wants their backing for the misleading informa- 
tion he gives them, and he can only get it if they 
accept his word without verification. It is just what 
. he wants 80 as to gain his own ends. Arid the persons 
who are misled cannot complain because the 
accountants owe no duty to them. If such be the 
law I think it is to be regretted, for it means that 
the accountants’ certificate, which should be a safe- 
guard, becomes a snare for those who rely on it. 
I do not myself think that it is the law. In my 
"opinion accountants owe a duty of care not only 
to their own clients, but also to all those who they 
` know will rely on their accounts in the transactions 
` for which those accounts are prepared.’ 


Those dre passages from-the dissenting judgment 
of Lord Justice Denning. 


_ Leading American Decision 


Lord Justice Asquith referred to Lord Atkin’s 
opinion in Donoghue v. Stevenson, ‘Who, then, in 
law, is my neighbour?’ and said he thought that is 
principle of that case had ‘never been applied where 
the damage complained of was not physical’, 

Lord Justice Cohen, in his judgment, agreed with 
Lord Justice Asquith, and said he thought the 
decision in Le Ltevre o. Gould was still good law ‘and 
is conclusive of the present case’. 

His lordship set out in his judgment long extracts 
from the American case to which I have referred 
Ultramares Corporation v. Touche), and, perhaps, it 
would be helpful to read a little from that. 

It was the judgment of Chief Justice Cardozo, and 
the facts were these: 

‘In January 1924, the defendants, a firm of 
public accountants, were employed by Fred Stern 
& Co Inc to prepare and certify a balance sheet 
exhibiting the condition of its business as of Decem- 
ber 31st, 1923. They had been employed at the 
end of each of the three years preceding to render 
a like service. Fred Stern & Co Inc, which was in 
substance Stern himself, was engaged in the importa- 
tion and sale of rubber, To finance its operations, 
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-it required extensive credit and borrowed large sums 
of money from banks and other lenders. All this was 
known to the defendants. The defendants knew also 
that in the usual course of business the balance sheet, 
when certified, would be exhibited by the Stern 
company to banks, creditors, stockholders, pur- 
chasers or sellers, according to the needs of the 
occasion, as the basis of financial dealings. Accord- 

ingly, when the balance sheet was made up, the 
defendants supplied the Stern company with thirty- 
two copies certified with serial numbers as counter- 
part originals. Nothing was said as to the persons to 
whom these counterparts would be shown or the 
extent or number of the transactions in which they 
would be used. In particular, there was no mention 
of the plaintiff, a corporation doing business 
chiefly as a factor, which till then had never made 
advances to the Stern company, though it had sold 
merchandise in small amounts. The range of trans- 
actions in which a certificate of audit might be 

. expected to play a part was as indefinite and wide 

` as the possibilities of the business that was mirrored 
in the summary.’ 

The Court held that mere negligence did not make 

the defendants liable to the plaintiffs, who had made 

advances on the strength of the certified accounts, 

though they in fact found that there was evidence of 

negligence by the defendants in making their report. 
Chief Justice Cardozo also said: 


‘Liability for negligence if adjudged in this case 
will extend to many callings other than an auditor’s. 
Lawyers who certify their opinion as to the validity 
of municipal or corporate bonds with knowledge 
that the opinion will be brought to the notice of 
the public, will become liable to the investors, if 
they have overlooked a statute or a decision, to the 
same extent as if the controversy were one between 
client and adviser.’ 


So much for these cases. The position today is that 
there is no decided case in which, apart from fraud, 
and apart from contract and fiduciary relationship, 
A. can ever be held liable to B. in damages for care- 
less misrepresentation. 


Will the Law be Changed ? 


Now let me express my own personal opinion, of 
what I conceive may be the future position in law 
of the accountant: not his position for the time being 
because that is covered by the Candler case. The 
judgments of Lords Justices Cohen and Asquith in 
that case can be rightly understood on the basis that 
they were bound by the decision of their own Court 
of Appeal in Le Lievre v. Gould and they were unable 
. to distinguish Candler from it. In Gould's case, as 
you will recall, the Court held that inasmuch as the 
surveyor was not appointed by the mortgagees he 
owed them no duty. In Candler’s case, Lords Justices 
Cohen and Asquith held that the principle i in Gould's 

case applied. Ín neither case was the damage com- 
plained of physical in its incidence to either person or 
property. Lord Justice Denning thought that the 
case of Donoghue v. Stevenson —the snail-in-the- 
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bottle case -got rid’ of the difficulty. Hence x 
division of opinion in the Court of Appeal. ! 


For myself, I think we should constantly m 
ourselves that we are living in a changing world — 
that the principles which governed us sixty-five years 
ago are not necessarily the principles which ought 
to be applied today. I can see no valid reason why in 
tort, as distinct from contract, a duty to take care 
should only arise when the result of a failure or 
omission to take care will cause physical damage to 
person or property. It seems to me- to take the parties 
in the Candler case — that if an accountant is employed 
by a company to prepare accounts expressly for the 
guidance of a third party — a proposed investor — and 
the accountant is actually put into direct communica- 
tion with the third party and knows that he 1s relying 
on such accounts, the accountant should owe a duty 
of care to the third party. If the accountant 1s care- 
less and the third party suffers damage in consequence, 
the third party should have a remedy. At present he 
has none. I think the law will be changed some day, 
but it is unlikely to come in the very near future. As 
the learned author of Salmond on Torts says: 

‘Although the question is probably still open in 
the House of Lords it is unlikely to be solved 
quickly and easily. On the one hand, the reluctance 
to grant a remedy for the careless invasion of 
financial or pecuniary interests is long-standing, 
deep-rooted and not unreasonable.' 

So says the learned author of Salmond. For myself, I 
feel that when a man suffers in his pocket through 
someone's carelessness he expects to have a remedy. 


I am not unduly perturbed by the prospect which 
Chief Justice Cardozo conjured up. Under English 
law a solicitor who overlooks a statute of general 
importance does so at his peril. This is, of course, 
because, like the accountant, he owes a contractual 
duty to his client. 

Thus it is that he insures himself against the 
consequences of possible negligence. Insurance, no 
doubt, brings a sense of security to many rofessional 
men as well as others. But take a careful Íook at your 
policy, bearing in mind West, Wake, Price & Co v. 
Ching ([1956] 3 All E.R. 821) — an action by a firm 
of accountants on an indemnity policy in which 
there was a mixed claim — a claim not confined to 
negligence. 

You may very rightly ask: What about the barrister 
who is immune from liability for negligence? I think 
his turn will come. I can see no valid reason why he 
should be exempt from liability now that his 
honorarium often represents a substantial sum by 
way of remuneration. 


Meanwhile, care and efficiency are two excellent 
safeguards against liability for negligence. The law 
does not expect miracles. It expects that the account- 
ant wil bring to the exercise of his profession a 
reasonable degree of care and skill — such care and 
such skill as a reasonably competent accountant 
would exercise. ; 
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Weekly Notes 


The New President of the Institute 


R WILLIAM LEONARD BARROWS, J.P., 
.C.A., a partner in the firm of Howard Smith, 
Thompson & Co, Chartered Accountants, of London 
and Birmingham, was elected President of The 
Institute of Chartered Accountants in England and 
Wales at the meeting of the Council of the Institute 
held on Wednesday. 
Born at Birdingbury, Warwickshire, in 1905, Mr 


Barrows was educated at Marlborough College where - 


he was in the XV. In 1923 he was articled to Mr 
F. H. Hitchman, then principalin the firm of Howard 
Smith, Thompson & Co, and passed the Institute's 
Intermediate examination in May 1926, being placed 
third in order of merit. In the Final examination 


in November 1928, he obtained fourth certificate of . 


merit and was awarded the William Quilter Prize. 
Mr Barrows was admitted an Associate of the 
Institute in 1929 and from 1928-31 he served as a 
d ualifed assistant with Barton, Mayhew & Co, 
hartered Accountants, before becoming a partner in 
his present firm. He was elected to Fellowship in 1936. 


He has served on the Institute's District Societies’ ` 


Committee, the Parliamentary and Law Committeeand 
the Disciplinary Committee. He is at present a member 
of the Examination Committee, the General Purposes 
Committee and the Summer Course Committee. 

He has been president of both the Birmingham 
and District Society of Chartered Accountants 
and the Birmingham Students’ Society; he is also a 
past chairman of the Union of Chartered Accountant 
Students’ Societies. 

Mr Barrows’ business activities include the chair- 
manships of W. & T. Avery Ltd, Duport Ltd, 
Evered & Co Ltd, and Amalgamated Needles and 
Fish Hooks Ltd. He is also a director of Mitchells & 
Butlers Ltd, Renold Chains Ltd, Atlas Assurance 
Co Ltd, and of other companies. He was a member 
of the Panel of Judges of The Accountant Annual 
Awards for company reports and accounts from 
1954757. 

He has served — from 1947—56 — as a member of the 
E.P.T. Advisory Board set up by the Treasury; he is 
also a member of the Board of Referees. 

Mr Barrows.is particularly active in public life in 
Birmingham, of which city he is a J.P. He is on 
the Board of the Midland Teaching Hospitals as 
nominee of the Ministry of Health. He is a Life 
Governor of Birmingham University, and on July 
sth he will receive the honorary degree of Doctor of 
Law from the University. 

We have pleasure in presenting as a supplement to 
this issue a reproduction of a recent portrait of the 
new President. 
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_ The New Vice-President 


R CHARLES URIE PEAT, M.C., M.A., F.C.A., 
a partner in the firm of Peat, Marwick, Mitchell 
& Co, is the new Vice-President of the Institute. 

Mr Peat, who was 
bornat Enfield, Middle- 
sex, in 1892, was educa- 
ted at Sedbergh School 
— where he was a mem- 
ber of the XV, XI and 
Shooting VIII - and 
Trinity College, Oxford. 
He was a keen cricketer 
having played for both 
Oxford and Middlesex. 
He fought in both world 
wars being awarded the 
Military Cross in the 
First World War; he 
was invalided out of the 
6th Durham Light Infantry in 1940. 

Mr Peat was elected an Associate of the Institute 
in 1920 and elected to Fellowship nine years later. He 
is a member of the Institute's District Societies’ 
Committee and the General Purposes Committee. 

From 1931-45 Mr Peat was Conservative M.P. for 
Darlington, and during the years 1940-45 he acted as 
Parliamentary Private Secretary to the President of 
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the Board of Trade, Joint Parliamentary Secretary 


to the Minister of Supply, and Parliamentary Sec- 
retary to the Minister of National Insurance. In 
addition, he served on the departmental committee to 
inquire into fixed trusts and was a member of the 
Public Accounts and Estimates Committees. 

Mr Peat is at present on the board of the Newton 
ves Development Corporation. He spends most 
of his business life in London but his home is in 
Yorkshire. His hobbies include fishing and sylvi- 
culture. 


Twenty-ninth National Cost Conference 


HE twenty-ninth national cost conference of ‘The 

Institute of Cost and Works Accountants is 
now in progress in London. Its theme is ‘Electronics 
in industry’. 

After the conference was opened on Thursday by 
the President of the Institute, Mr James Borsay, 
F.C.W.A., an address was given by Mr Victor Feather, 
assistant secretary of the Trades Union Congress, on 
“The relationship between management and labour’. 
Mr G. C. Stone, a Past President of the Institute, 
opened the discussion which followed. 

On Friday morning, affer the presentation of 
Institute medals and the presidential address, Mr 
J. A. Goldsmith, M.A., A.C.A., A.C. W.A., gave a paper 
on ‘Choosing your computer’, Mr H. Kirkham, 
F.C.W.A., Chief cost accountant, Ferranti Ltd, opened 
the discussion at which Mr C. E. Power, A.C.A., 
F.C.W.A., chief cost accountant, The British United 
Shoe Machinery Co Ltd, took the chair. | 
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An address with the title ‘Putting it to work: 
making the most of automatic data processing', was 
given by Mr John Diebold on Friday afternoon at a 
session presided over by Mr H J. Furness, F.C.W.A., 
chief cost accountant, Hoover Ltd, a Vice-President 
of the Institute. Mr C. A. Wilkes, A.C.W.A., F.C.I.S., 
manager, statistical department, Dyestuffs Division, 
Imperial Chemical Industries Ltd, opened the 
discussion. 

The conference ends this morning (Saturday) with 
the thirty-ninth annual meeting of the Institute. A 
report of the conference will appear in our next issue. 


Metric System Study Group 


HE names of the members of the study group 
which the British Association for the Advance- 
ment of Science is setting up to investigate the full 
consequences of a change-over to the metric system 
in Great Britain have just been announced. The chair- 
man is Sir Hugh Beaver and his colleagues will be: 


Dr. A. H. Hughes, deputy chairman and assistant 
managing director, Arthur Guinness Son & Co; Dr. 
R. Beeching, director, Imperial Chemical Industries; 
Mr M. G. Bennett, general treasurer, British 
Association; Professor C. F. Carter, Professor of 
Applied Economics, Queen’s University, Belfast; 
Mr Hugh Conway, joint managing director, Short 
Brothers & Harland Ltd; Mr A. C. Hartley, con- 
sulting engineer; Lord Simon of Wythenshawe; 
Mr F. S. Walker, chairman, Lever Brothers, Port 
Sunlight Ltd; and Mr C. P. Jones, d Ltd. 


The group's terms of reference are — 


"To report on the practicability, implications, 
consequences both international and. domestic, and 
the cost of a change-over to the metric system or the 
decimalization of weights, measures, and coinage 
by the United Kingdom.' 


Among the methods it has been asked to employ 
when assembling information are to take evidence 
and to visit firms and organizations. 

It is perhaps a matter for regret that the group 
contains no accountants, but the official views of the 
professional bodies and the opinions of individual 
accountants will no doubt be submitted. Interim 
reports on the progress of the investigations will be 
made quarterly to the Council of the British Associ- 
ation and a full report may be forthcoming within 
the next eighteen months. 


International Credit Insurance 


HE prospect of a ‘credit race’ has opened up 

in the free world as the American recession has 
become deeper. At a time when international trade 
is no longer expanding and all countries are trying to 
take precautions in advance against the onset of a 
balance of payments crisis, it is inevitable that the 
weapons of competition should be sharpened. In past 
recessions (and the miid stock adjustments in 1949 
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and 1954 hardly come within this category) United 
States exporters have often pursued a somewhat 
ruthless export policy in order to get rid of goods 
when they would not sell on the home market, and 
this may happen in 1958. 

The use of attractive credit terms is an obvious 
weapon on these occasions and this problem has 
boiled up at the fifteenth annual meeting of the 
Union of International Credit Insurers at Venice 
this week. At this meeting of the Berne Union 
disagreement has become apparent between the 
British Export Credit Guarantee Department and 
the German Hermes Kreditversicherung. The British 
have complained that the Germans are not adhering 
to agreed policy on the time limit for credit. It seems 
likely that an effort will be made to draft rules during 
the Venice meeting this week setting down the 
circumstances in which it is permissible for a party 
to the convention to exceed what is commonly called 
the ‘five-year line’. Although the initiative has been 
taken by the British (who may not have always been 
entirely blameless themselves in the past) there is a 
general alarm among western European countries 
that the Germans will use highly favourable credit 
terms as a powerful export weapon and that the 
‘five-year line’ will be jettisoned unilaterally if an 
agreed relaation of the terms of its operation is not 
achieved. 


Friends for the Free Trade Area 


ERE is something of a paradox in the fact that 
while the French political crisis and the coming 
to power of General de Gaulle is likely to slow down 
the negotiations on the free trade area, an encouraging 
discussion of the problems involved took place in 
Paris recently. The council meeting of the Inter- 
national Chamber of Commerce (briefly referred to 
in last week's issue) with the chair taken by a French- 
man, brought together representatives from twenty- 
nine countries. A number of resolutions were passed 
including three linking the potential free trade area 
with the actual European Economic Community, 
restrictive practices under the Treaty of Rome and 
the co-ordination of monetary policy in the countries 
comprising the Community. 
~ All members of the European Economic Com- 
munity, including France, supported a statement 


‘that the International Chamber of Commerce would 


deplore the failure to establish a free trade area in 
1958 in some form among the twelve senior partners 
of the Organization for European Economic Co-opera- 
tion. Favourable comment on the free trade area was 
coupled with insistence that any trade arrangements 
established within the area must conform with the 
General Agreement on Tariffs and Trade. There was 
also insistence that fair competition must be pre- 
served within the area by entrusting an administra- 
tive body with certain supervisory powers on sub- 
sidies, monopolies, and price and wage fixing. The 
International Chamber of Commerce looked forward 
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to the inclusion of duse as well as coal and 
, steel within a free trade area arrangement. 

Two matters concerning the European Economic 
. Community were also extensively discussed and they 
both have a bearing on the establishment of a free 
trade area, It was felt that the treaty provisions on 
restrictive agreements is rather vague in the Treaty of 
Rome and the International Chamber of Commerce 


' is now studying the form which more detailed pro- 
| posals might take. Monetary problems in the common 


market were also considered — a subject which is of 


. vital importance and which has received compara- 


| 


tively little public discussion either in connection 


. with the European Common Market or the free trade 


, area. The Treaty of Rome lays down only a 
' general principles iria monetary policy. A 
Or 


a few 


monetary committee exists the common market 
and the International Chamber of Commerce has 
emphasized that particular attention must be given 
to the conditions on which credit is granted within 


the market which involves broad agreement on 


central bank policy. The International Chamber of 
Commerce favours establishing a study group for 
examining the problem of co-ordinating credit 
policy for the private sector of trading industry and 
for the establishment of marketing machinery by 
means of which the central banks in the six member- 
countries of the European Economic Community can 
pursue a common credit policy so far as their relations 
with the public sector of trade and industry are con- 
cerned and also with their own Governments. These 
See are difficult enough to work out for the 

iuropean Economic Community. Warning has been 
given that they will be at least as difficult for the 
free trade area. 


Quarterly Figures of Sterling Balances 


Akte figures are now being published 
of sterling balances held both by Commonwealth 
and foreign countries. They appear for the first time 
in the May issue of Economic Trends which also 
carries a survey of the figures over recent years. 

The total sterling balances held abroad, excluding 
those held by international organizations, stood at 
£3,494 million in June 1957. By the end of March 
this year the total had fallen to £3,234 million. This 
drop was made up of a fall of £125 million in the 
third quarter of 1957, one of £102 million in the last 
quarter of the year and one of £33 million in the first 
quarter of this year. Since India, Pakistan, Ceylon 
and New Zealand have all been reducing their 
sterling holdings over this period, it is a reasonable 
inference that other countries have been rebuilding 
their resources. 

This decline in sterling balances has been accom- 
panied by a strengthening in the sterling area's gold 
and dollar reserves which means that the sterling 
area has added to its central reserve while the United 
Kingdom sterling liabilities have fallen off sub- 
stantially. This is striking evidence of the strength 
of the £. 
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It is not likely that this trend can go on for much 
longer this year. The seasonal pressure on sterling 
has probably already begun while many Common- 
wealth countries, whose exports have been adversely 
affected by the fall in world commodity prices, will 
wish to continue to draw on their sterling reserves. 
Nevertheless, the overall picture is exceedingly 
satisfactory. 


Swiss Federal Tax Reform 


S a result of a recent national referendum a 
ew tax system will enter into force in Switzer- 
land at the beginning of 1959. The supplementary 
tax on capital will be abolished. Income tax (called 
‘defence tax’) will not be payable by a married 
couple with an income not exceeding Frs. 7,500 
£615), as against the previous limit of Frs. 5,000 
uo, For single persons the limit goes up from 
Frs. 4,000 (£338) to Frs. 6,000 (£490). For incomes 
not exceeding Frs. 10,000 (£820), the tax is reduced 
by half, and for those earning Frs. 20,000 (£1,640) 
the reduction is one-third. 

Something like 500,000 persons will be removed 
entirely from the income tax field by the new exemp- 
tion limits. The I tax will be discontinued and 
the turnover tax will be removed from a number of 
commodities. ‘The coupon tax. goes down from 5 per 
cent to 3 per cent. Tax-free interest from savings and 
deposit booklets goes up from Frs. 15 to Frs. 40. 


Co-operatives Face the Future 


dq report of the Gaitskell Commission, which 
was published some weeks ago on the organiza- 
bein of the wholesale and retail sides of the co- 
erative movement in this country, was formally 
ed before the Co-operative Congress held re- 
cantly at Scarborough. It will be recalled that the 
report stressed the need for drastic reorganization 
among co-operatives if they are to survive and offer 
effective competition to the big multiple organiza- 
tions on the retail side. It is this threat from the 
multiples which may drive the movement into action 
on basic problems of organization which have been 
apparent to the more forward-looking members of 
the movement for.a long time. 

The Congress itself was favourably disposed to 
acting on the reconstruction report. It was apparent, 
however, that the battle has to be fought not at 
Congress but at the next level down in the movement 
where controlling committees of individual societies 
have to discuss putting the report into action. 
Whether anything substantial and rapid will come 
of the independent Gaitskell report now depends on 
how acute the individual societies consider competi- 
tion of the multiples to be. It will requirea major 
sense of urgency on the part of the big co-operatives 
and of the Co-operative Wholesale Society to get 
action. The movement is locked in committee proce- 
dure and there is no alternative for it but to | persuade 
committees and committees are never initiators of 
speedy and ruthless action. 
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. Reviews 


Practical Financial Statement Analysis 


Fourth Edition by Roy A. Fong, (McGraw-Hill 
Publishing Co Inc, New York and London. 58s net.) 


The publishers claim. that Mr Foulke ‘has spent his 
entire life’ in analysing the strength and weaknesses 
of all types of commercial businesses throughout the 
United States and it 1s clear from the latest edition of 
his exhaustive work on the subject that his researches 
continue unremittingly. - 

He éxplains in exemplary detail the techniques to 
be employed in obtaining and assessing the vital 
information from the balarice sheet, the profit and 
loss account, the profit and loss appropriation 
account and the statement (used more widely in 
America than in the United Kingdom) of the source 
and application of funds. For good measure, he has 
chapters also on the historical background of accounts 
analysis; on the study of smaller businesses and, 
finally, on the recent developments in evolution of 
accounting theory and practice. In the last of these, 
Mr Foulke expresses the opinion that the absolute 
standards of commercial measurement which the 
accountancy profession is striving to establish are 
still some way off and that a further period of experi- 
mentation and change in the form of financial 
statements lies ahead.  . 


Standard Batch Control 


by JoHN L. BURBIDGE, AM.LP.E,  A.M.B.LM. 
(MacDonald & Evans Ltd, London. 35s net.) 


The author examines the traditional methods of 
calculating the ‘E.B.Q.’ (economic batch quantity) 
under batch production, and concludes that batch 
quantities: can be varied within a wide range without 
significant effects on unit cost. ` ` 
Whether this conclusion is valid for any Ka 

instance will depend on a number o factors, 
‘including: 


(a) the significance of carrying expenses in relation 

to total cost; 

(b) the degree to which preparation expenses are 

- ‘fixed’ for the company as a whole, irrespective 
of batch size; | 

- (c) whether manufacture to E.B. Q. can be achieved 

in practice, as distinct from on the planning 
chart. 

Assuming its validity, the author proposes that 
batch production should always. be scheduled in 
balanced sets of parts (standard batches) appropriate 
to the volume of final assembly. This would minimize 
capital tie-up in inventories (with a consequent 
improvement in the ratio of profit to capital invested) 
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mi would make production coritrol simple aud less 
costly. 

‘In developing this geg, Me Burbs gives a 
lively. and detailed account - ~ copiously illustrated by 
specimen forms —of the working of a traditional 
system of production control. He deals also, at some 
length, with such subjects as cost and financial 
control, material control and the’ assessment of 
employee incentives, showing how standard batch 
production assists those operations and incidentally 
giving a most readable survey. of a. darge range of 
management techniques. 

This book deserves a wider audience than its title 
might indicate, since hardly anyone concerned with 
industrial management could fail to read it with 
interest and enjoyment. 


Accounting and Action 


by R. J. CHAMBERS. (Sweet & Maxwell Ltd, Bondar 
The Law Book Co of Australasia Pty. Ltd. 278 6d 
net.) 


After outlining his views on the nature and scope of 
accounting, Professor Chambers works his. way 
through the various users, or potential users, of 
financial. statements, beginning with the house- 
holder and ending with central governments. The 
form of the statements varies with the information 
required by the user but the common aim is to pro- 
vide the appropriate financial knowledge so that any 
action deemed necessary may be taken. Thus, the 
householder may ensure that he is living within hia 
means and the Government may control the economic 
activity of the country by means of its taxation policy. 

Professor Chambers cleverly demonstrates the 
adaptability of basic accounting techniques, but 
stresses the importance of constantly reviewing 
established concepts in the light of changing c circum- 
stances. 


NEN for the E Man 


by M. L. Warren. (MacGibbon & Kee Ltd, London. 


15$ net.) 


The Investor's Progress 


by A. G. ELLINGER. (Bowes & Bowes (Publishers) Ltd, 
London. ros 6d net. | 


These books have the common aim of advising the 


ordinary man how best to invest his savings in stock 
exchange securities. Caution, in both instances, is the 


keynote. Many foolish notions about making easy 


fortunes are dispelled and the initial campaign of 
buying the right types of stocks at the best times is 
carefully planned. Sound counsel is given about 


ignoring minor market fluctuations, on being an 


investor rather than a speculator and the importance 
of getting to know as much about the mechanism and 
moods of the market as possible. 

In excellence, there is nothing to choose between 
the two. Mr Ellinger i is perhaps the more discursive, 
Mr Warren the more direct. Both, however, have 
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OK OF ‘COMPANY Fors, by C. C. Sutaria, F.A.LA., 
.C.C.S.(LOND. ) ALCS. XV--144 pp. 10X7. 7$ 6d net 
(postage. 1s 6d etin). The Institute of Secretaries, 
Bombay... 


“NUMBER of company statements were placed 
A before us recently with the remark: How 
differently they do these things on the other side of 
| the Atlantic! The difference was particularly notice- 
_able because the statements were all issued at about 
: ne point of time. 

































| | manufacturers. The Raleigh directors announced 
had decided to maintain the interim divi- 
end on the ordinary shares at 2 per cent but warned 
kareholders that in recent months there had been 
à inexpectedly Sharp recession in trade and a fall 
rofit margins. This state of affairs continued 
je directors emphasized that the payment and 
unt of the final dividend would depend en 
| the full year’s results and the conditions ruling when 
the results became available. 
Eastwoods Ltd reported that the group's sales 
rover for the year to March 31st, 1958, was 
lightly in excess of the previous twelve months but 
r from increased loadings of Fletton bricks, the 
ries of most other commodities made by the 
: including cement, stock bricks, and concrete 
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ecession in demand showed the 
ernment’ s disinflation policy, and 
ation of the aerodrome programme had 
isposal of cement in the Eastern Counties 
f the three cement works were located. 


if ‘cult b datus and non-recurring 
ture written off in respect of a major 
rotary cement kiln. Subject to the 
firn the preliminary esti- 

to recommend a 10 





was from Raleigh Industries Ltd, the cycle ` 
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'TagLzs. Compiled by J. A. Archer, 
by P. G. Brown, M.A., SQ F.8,8., ane 
FILA. vit 383 pp. 11 X 73. 98s. Shaw & S 
PHILLIPS’ PROBATE AND ESTATE Dur 
supplement to fifth edition, 1956, 
Jones, LL.M. 34 pp. 9$ X6. ss net. The solic 
Stationery Society Ltd, London. == c: 1 
ResearcH: A Stcnpost TO BETTER MANAGEMENT. A 
of the twelfth national conference held by the British — 
Institute of Management, 1957. vii--239 pp. 976. E p Um 
net. British Institute of Management, London, - p a 


per cent final dividend making 15 per cent. ior te x 
year against 17} per cent. us 
In its way, the statement from Eastwoods was 
fairly expansive. Many companies do less. There is 
a broad indication, five weeks after the end of the 


accounting period, of the general trend of the business ` 


and an approximate idea of the extent of the profit fall. ` 


_ But compare this with the reporting service given | 
by the International Nickel Company of Canada, ` ` 


which, in the same length of time after the end of its — S 


first quarter, issues "Interim Report to Shareholders! — 


containing an earnings statement starting with net — 


sales and working through to earnings per common  - 
share. The report deals with a fall in the demand  — 
for nickel - about so million Ib, against 75- million | 
in the previous fourth quarter; ‘with capital expen- UT 


ditures; and dividend payments. x 
Or, for instance, with the Caterpillar "Tractor o 

Company of America. We have quoted the Cater- ` 

pillar interim reports in recent months for the ` 


indication they give of the extent of the recession ` 
in the U.S.A. The report for the first quarter of —— 
1958, however, states that ‘sales in March were the — 
highest for any month since September 1957, a8 o 













dealers strengthened their inventories for the spring | S 
selling season’. But the volume of business was 
sufficient to permit of profit margins | SECH DU 
be possible at higher levels. | S 


Caterpillar Detail , 

The Caterpillar interim goes on to state that ^ 
‘production, employment, and expenses ae. been 
cut as severely as is deemed consistent with curren 
conditions, but without causing undue impairme 
of ability to meet the needs of a gradual busine 
upturn.’ e 
Unfortunately, a bads week in the first. qua : 

was not sufficient to bring about desired contraction ` ` 


of inventories and there was a further lay-off of — 


employees in April, to the point where the United : 
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$85,199,000 $109,928,000 
` "59,957,000 66,321,000 


. 25,242,000 43,607 000 
1,167,000 1,613,000 


26,409,000 45,220,000 



























vision for - : fae c mue 
* Taxes based on Income... cessere 8,603,000 14,517,000 12,700,000 —  56,813000 
Depreciation and Depletion.. i... 3.637,000 5,066,000 $.137,000 — 20,306000 — 
etirement system Locos B*vEt5wetertkotobdPvt euius 1,956,000 1,883,000 2,242,000 pu . ue t 8,472,000 os 
f-Insurance. EE 250,000 . 250,000 — 4000000 ` ` 
ve 14,196,000 21,716,000 20,329,000 ^ 86591000 —— 


PLUME C ese nere nennen $ 12,213,000 $ 23,504,000 $ 20,124,000 — $ 86,141,000 
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Assets and Liabilities 


March 31, Dec. 31, March 31, Dec. 21, | 
1958 1957 1958 1957 | 


$179,560,000  $206,503,000 Current Liabilities including current | Sev 
143,307,000 132,907,000 Kees , $55,332,000. -$ 70,028,000 —— 


6,483,000 6,534,000 Reserves for Future Taxes and Retires ` — ieu es l 
2,462,000 2,217,000 ment System ENNER es 0077722,183,000 Ee 


Other Reserves... nnne 26,542,600. 25,968,000 . 
Common Shares... essere 60,767,000 — . 60,767,000 - 


Capital Surplus, Retained Earnings and ; ; 
220,158,000 212,849,000 Capital Gains........ eere 382,146,000 379,413,000 Ee 














$551,970,000 ` $561,010,000 $551,970,000  $561,010,000 








tates work force was down to about 25,000, approxi- the very important subject of credit — a topic in which ` 

mately 35 per cent below the September 1957 level, his company is vitally interested. Group debtors in 

hen it became evident that the decline in business the accounts to December 31st, 1957, rose from ` ` 

ould require adjustments in operations. £561,510 to £616,668, largely on the strength o 
amatic business upturn is expected. The secured bank overdrafts which at £205,716 con 

d Highway Act should serve to accelerate with £161,671. The group's own credit 

for road building equipment, and ‘it seems -£337,477 against £324,438. — 

jeeds in other important markets could igerto o 
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ade Credit 
ERTON JOHNSON, chairman of B. | 
& Co Ltd, builders! merchants etc., Next Week's Reprint — 1 
| interested sections of The reprint next week will be from the accounts 
F. Perkins Ltd. Y E n 


















dë ; tangible feeling of uncertainty. " 
"Tt is easier now, to judge from the. statements. o 





: "aggravated. 
` Another market prop is provided by the Sen 
- of sterling and the still better complexion placed on 
the climb in gold and dollar reserves by {172 
million in the first quarter of this year, by the 
evidence that at the same time the United Kingdom's 
l sterling liabilities fell by £33 million. 
The seasonally favourable period for sterling is now 
| passed but the strength built up since last September 
should help the £ to withstand pressure next autumn. 
- A Bank rate cut to 5 per cent is considered 
probable in the next few weeks if only to give the 
authorities room for manoeuvre later in the year. 
Meanwhile Birmingham has broken the 6 per cent 
Trustee borrowing line with a Ze million offer of 
SE per cent 1974~76 stock at {99 per cent. 
Only £1 million of the Birmingham issue rep- 
resents new money, however, since nearly £4 million 
of the stock is required for the redemption of a 
maturing 3 per cent stock, ` 







` many company ‘chairmen, to look forward two years F Feb. 16, 1956 — 
- than it is to assess conditions i in six months’ time. The . 

. immediate outlook is the stock-market's main con- SS 
cern. For the present the downtrend in interest rates 
S - supplies : a sound enough prop to the gilt-edged mar, ` 
_ ket and, indirectly, to the industrial equity sections. - 
— But the latter may suffer if short-term doubts are 








Feb. 7 7, 1957 5% 
4 Sept. 19, 1957 
“44% Mar, 20, 1958. 
Es May 22, 1958 


Treasury Bills 


an. 27, 1955. s ` 
Feb, 24. 1955 -. 


` Mar. 28 Ce 10s 7-64d%  May2 
April 3 £5 8s 6+30d% Mayo 
“April rr £5 6s rod% May 16 
-April 18 £5 45.0°93d% ^ May 23 
 Apri25 £5 3s697d% May 30 
| Money Rates 
Day to day 4~48% Bank Bills ts aded 
7 days 41-4176 2 months 411-575 
Fine Trade Bills 3 months 416-596 
3 months 6 -64% 4 months 41-59 — 
4 months 6 -64% 6 months 41-5960 .— 
6 months 63-63% E 
Foreign. Exchanges: | EI 
New York 2:81 AA Frankfurt . SE on. em S 
Montreal 2:70i-d$ Milan E E —— 
Amsterdam 1o-soi-} Oslo 20'c0í- oi te 
Brussels 139:431—441 ` Paris 11781-793 ` 
Copenhagen ` 19:34i-i Zurich 12:23$-1 
Glit-edged eee 
Consols 24% 5oix.d. Funding4% 60-90 87% ` 


Consols 4% 741b = Savings 24% 64-67 81 


War pes 3195 663 ^ Savings 3% 55-65 884 

« Conversion 34% 661 Savings Sé 60-70 Bio 
Conversion 34%, 1969 Be Ah Savings375 65-75 .. 73b — 
Exchq'r 5% 1966 1024 Treasury 24% 49b 
Funding 3% 66-68 8249) "Treasury 3195 778o 75ix.d. Ae 
Funding 3% 59-69 — 8r Treasury 348% 79 91. 354i 
Funding3$76 99-04  271$ ^ Victory4% = —— gah 














| Misfeasance Action by Minority ` 
: _ Shareholder | 





„pany itself by a minority shareholder who alleged 
SE the dir w: ffa f the E 


Ces Bei H but 
and the statement 


^^. as the plaintiff alone remained on the record as plain- me 
_ tiff, with liberty to apply to dismiss the action if the 
trustee did not cause his name to be put on 


1 DIRC. LD. Su van and Another ([1958], 1 All E. R 
E) 56) serves as a reminder of the limitations imposed | $e 
e n the powers of a minority shareholder to institute ` 
-misfeasance proceedings. The action was brought 
. against the sole director of a company and the com- _ f of hi 
pany” except. the first 
= statement of claim 
M. c sant) to found 
/ udic 


against him, an. action might lie at 







company: since then, however, the trustee in bank- - 
ruptcy had had himself put on the register, and ` 
Harman, J., ordered the action to be stayed so long |. 

















record as plaintiff within three months. : 
The learned judge pointed out that the pro] p 

person to complain of misfeasance on the part of 

the first defendant was the company; on the other 

band, if by reason of the first defendan 208 

he was able to prevent the company takin; 


minority or of a frustrated. $ 
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‘a reasonably safe ord 
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nufacturer’s negligence in making 


€ there was no contractual relationship 
tween the employer and the manufacturer, the tool 
ving been obtained from a reputable supplier. In 
ch circumstances the manufacturer was not 
. regarded as having had the task of making the tool 
- notionally entrusted to him by the employer. Where 
- he was so entrusted and, it seems, in a case where the 
ol has been made specially by the manufacturers 
the order of the employer, the employer could not 
cape liability for his employee's injury. 

The case is one of considerable importance in 
f master and servant, especially in view of the 
tensive review by the members of the Court of the 
- earlier authorities. Leave to appeal to the House of 
| Lords was granted. 





_ Breach of Contract of Service: Measure 
o nr of Damages 

"HE defendant in National Coal Board v. Galley 
- 4 ([1958], 1 All E.R. 91) was employed by the 
"plaintiff board as a deputy at one of their mines 
ider the terms of an agreement between the board 
and the defendant's trade union, whereby a five-day 
_ working week was introduced for deputies, but it was 
` provided that they should work reasonable overtime 
_ if required. Subsequently, in 1952, revised terms and 
. conditions of employment of deputies were agreed 

















was agreed that 
‘deputies 


puties shall work such days or part days in each 
week as may reasonably be required by the manage- 


May 1956, the defendant and all other deputies 


the colliery in question gave notice to the manage- 
that they would not in future work extra 
hifts and the defendant failed to present 
work on Saturday, June 16th, when he 
safety work, and on all succeeding 
bruary 1957. The other deputies 
th the result that no productive work 
at the colliery on a Saturday until 
56, when the board succeeded in 
aining substitute deputies. | 
'he Court of Appeal held that the agreement 
een the board and the union was sufficiently 
n to be legally enforceable against the defendant 
umstances, it had been reasonable 
lefendant to work on the Saturday 
th. The board continued to employ 
is failure to report on June 16th, 
d a writ against him claiming 
ntract. The Court held that 


ja 














. Saturdays subsequent to Ju 


| cause of action. The meas 
‘to . defendant's breach of contra 
y caused to the board by his f 







etween the board and the union, and in particular ` 















in assessing the damages, tne 


taken into account, because 
recurring obligations did not 


16th and it had not been shown that. 
tributed to any loss greater than the cos 

The loss of profit suffered by the board d 
impossibility of working the Saturday shift on June _ 
16th was £535, and it seems that, had the defendant `` 
been charged with the tort of inducing his fellow _ 
deputies to break their contracts or with the tort _ 
of conspiracy which might have been constituted by _ 
the defendant and his fellow deputies mutually | 
inducing each other to break their contracts, the _ 
defendant might have been liable, with his fellow — 
deputies, for this amount. As it was, any los con- . 
sequent on the cessation of work by others was not . 
recoverable from the defendant. DES C SD Em 





Money Had and Received > 
a following principle in regard to the action ` 
for money had and received was stated by ` 
Blackburn, J., in Griffin v. Weatherby ((1868), L-R. 
3 Q.B. 753, 758): | E 
‘Ever since the case of Walker v. Rostron ((1842), 
9 M. & W. 411) it has been considered as settled — 
law that where a person transfers to a creditor op ` 
account of a debt, whether due or not, a fund | 
actually existing or accruing in the hands of a third. 
person, and notifies the transfer to the holder of — 
the fund, although there is no legal obligation on - 
the holder to pay the amount of the debt to the ` 
transferee, yet the holder of the fund may, and if 
he does promise to pay to the transferee, then that . 
which was merely an equitable right becomes a 
legal right in the transferee, founded on the promise; ` 
and the money becomes a fund received or to be ` 
received for and payable to the transferee, and when _ 
it has been received an action for money had and . 
received to the use of the transferee lies at his suit — 
against the holder.' f Qux EU 
What constitutes a sufficient fund to enable the action _ 
to lie was considered in Shamia v. Foory ([(1958], . 
1 All E.R. 111). At a time when the defendant owe 
Y. a sum of 1,300 Iraqi dinars (1 dinar being 
equivalent to £r sterling) temporarily on. 
of an agency account between them, Y. oi 
structed the defendant, who accepted the insti 
to pay to the plaintiff 500 out of the 1,300 din 
soo dinars were a gift to the plaintiff and 
formed him of it. ra 
The plaintiff wrote to the defendant sayin 
he had heard that a gift of {500 had been sen 
through the defendant and asking him, if thi 
tion was correct, to send him the mone 
defendant replied promising to send him {50 
end of the month and in due course sent him a cheq 
for this amount. 'The cheque was incorrectly draw 
and when the plaintiff's bank notified him th 






















` the cheque but in spite of a promise made by th 
defendant some two weeks later that à cheque wou 


be sent, no cheque was ever sent to the plaintiff and ` 


no part of the {500 ever paid to him. 


In an action by the plaintiff against the defendant — 
for money had and received to the use of the plaintiff 


it was contended for the defendant that there never 
was in his hands a 'fund' within the principle in 
Griffin v. Weatherby, Holding that the plaintiff was 
entitled to succeed, Barry, J., said: 


‘In my judgment all that the law requires is that 
there must be in the hands of or accruing to the 
third person, either a sum of money, or a monetary 
liability, over which the transferor has a right of 
disposal. It matters not from what source the 
liability arises and I see no reason why it should 

-not include a debt for money lent, or goods sold, 
or services rendered, or a debt of any other kind; 
nor do I think that the situation can be altered if 
the debt is of a temporary nature, which in the 
ordinary course of things would shortly be ex- 
tinguished by items of contra account, provided 
that the debt still exists at the date of the transfer 
and of the debtor's promise of payment made to 
the transferee.’ 


The plaintiff's claim had been alternatively based on 


an equitable assignment, and, as a further alternative, 


breach of a contract to return the incorrectly drawn 
cheque, the defendant agreeing to send back that 
cheque properly drawn or to replace it by another 
cheque properly drawn for the same amount. | 

His lordship said obiter that the plaintiff had failed 
to satisfy him that he could recover as an equitable 
assignee, if only because there was no evidence that 
notice of the assignment had in fact been given to 
him, and that the claim in contract must be rejected 
because the nature of the arrangement made with 
regard to the return and alteration of the cheque and 
the whole surrounding circumstances led the Court 
to infer that the parties did not intend to enter into 
any legal obligation independent of the obligation 
which gave rise to the sending of the cheque. 


Accounts as Evidence of Proper Rent 
` QUECTION 34 of the Landlord and Tenant Act, 
1954, provides that the Court, in determining the 
rent to be paid under a tenancy granted under Part II 

of the Act, shall disregard 

‘(a) any effect on rent of the fact that the tenant 
has or his predecessors in title have been in occupa- 
. tion of the holding, (5) any goodwill attached to the 
. holding by reason of the carrying on thereat of the 
C business of the tenant... .’ E 


In Harewood Hotels Ltd v. Harris ([1958], 1 All ER. bef 





_ from an order of the judge of the Tunbridge Wells 


` financial results of the operations of the tenant in 








104) the landlord appealed to the Court of Appeal ` to thi 











who, in determining the proper rent cc 

















us nive 


had | 


“It seems to me that paragraph (a) and paragraph ` 
(b) are really directed to saying that (e.g.) the fact ` 
that the sitting tenant has been in occupation for | 
some time past and has built up a goodwill is to — 
be disregarded in assessing the rent which he is 
to pay under his new lease.” 

Later in his judgment he said that he did not think ` 

that the judge would be entitled to look at the accounts 

for the purpose of seeing what the tenant could afford 
to pay. 
Own Name as Trade-mark 
N Baume & Co Lid v. A. H. Moore Ltd ([1958], ` 
1 All E.R. 113), the Court of Appeal reversed in ` 
part the decision of Danckwerts, J. ([1957], 3 An ` 
E.R. 416), that the defendant company had neither. 
infringed the plaintiff's trade-mark nor passed off its — 
goods as the plaintiff's. goods. On the facts their ` 
lordships found that there was a real probability ` 
that watches marked ‘Baume & Mercier, Genève _ 
sold by the defendant would be regarded as being the — 
same as, or in some way associated with the plaintiff 
company's goods. On the law their lordships held 
that no man was entitled, even by the honest use of 
his own name, so to describe or mark his goods as in 
fact to represent that they were the goods of another, 
and accordingly the use by the defendant company 
of the mark ‘Baume & Mercier, Genève’ constituted — 

a passing off and the plaintiff was entitled to an ` 

injunction to restrain it. l EE 
Having held the plaintiff entitled to an injunction 

on the ground of passing off, it was, strictly speaking, 
unnecessary for the Court of Appeal to consider or 
adjudicate on the plaintiff's claim that its trade-mark 

‘Baume’ had been infringed, but their lordships held ` 

obiter (and thus agreed with the learned judge) | 

that the defendant was protected by Section 8 of the _ 

Trade Marks Act, 1938, as that section protected the — 

honest use by a person of his own name whether he — 

traded under it or used it as a mark for his goods. 

Leave to appeal to the House of Lords was granted. 


Limitation of Rates s 
SS Horace Plunkett Foundation v. St Pancras 







no application | 
had not paid — 








ly claim 













































ly for publication. The Editor does — 
ree with, or hold himself responsible for, — 
` the opinions expressed. 





x Decimal Coinage and Frustration 
IR, — - You have already allowed me considerable 
pace in previous issues but Mr C. J. Hayward's 


iore to endorse his remarks and to refer him to my 
first letter on the subject wherein this eternal official 
rtia was mentioned and a form of solution sug- 
ed (November 16th, 1957, issue). 

Perhaps the Institute might attempt what I 
uggested was a job for the F.B.I. and kindred bodies 
ut in any event, please (I am thinking of our great- 
randchildren!) not another committee! The “firm 
roposal’ or, better still, firm demand could be made 
fter little deliberation, for I am confident that the 
embers of the Council of the Institute are not 
naware of what is mathematically Q.E.D. or 
E ommercially advantageous. 'They could cite the 
Aanagement Accounting Report of the Anglo- 
merican Council on Productivity (now only seven 
_years old) and could possibly remind the Government 
_ of its responsibility in the formation of that Council. 
Regarding the problem of frustration generally; 
ere is clearly a case for delegating to bodies outside 
arliament the drafting of legislation on technical, 
jmmercial, etc., matters which are beneficial and 





EE Se have no time to deal with them. 
pee ne eee Yours faithfully, 
s. J. RUDDELL. 


Dividend E E 


shareholders have odd amounts in 
nts it is often necessary to add several 


ividend counterpart to ascertain the 
id. I have before me an example which 
not in accordance with the intention of 
the Income Tax Act, and if generally 
use a lot of extra work to those 
sf gross income from investments. 
xample the counterfoil does not give 
mount of the dividend at all but says: 
oss amount of the dividend received to be 
ividual stockholders on any return for 
and surtax purposes is *960 pence 
he. number of units shown on the 


< Yours faithfully, 
I+ BILTCLIFFE. 











K baj ge | re agricultural property. e 
icated b then name SH address of x | 


. can apply to total assessmen 


etter (May 24th issue) prompts me to ask for a little ` 


on-political, for M.P.s- even if familiar with the 


rom the list usually printed on the 






















Agricultural P op . ty 


Ja m is a a continual st 





1954, Section 20. 
A protest to another ace 
having drawn a flat denial th 


one, I would ask you, in the inte 
for a clear statement on the matte: 

Yours faithfully, T 
ERIC COCKSQNAONBIS AC 
Wednesbury. a 
[Where a capital allowance under Section adt 


Income Tax Act, 1952, in respect of capital expenditure : M : 
exceeds the claimant’s ` 


on agricultural property, 


agricultural income for the same year, Section 324 
gives him the right to elect that the excess be set off —. 
against his other income for the same year. Section . 
20 (8) provides that where the other income for the | 
same year is insufficient, any excess of the Section 314 
allowance can be carried forward and be deemed: tobe ` 


a Section 314 allowance of the next year, so as to be 
available for set-off against the other income of that. 

year. These provisions do not extend to relief under . 
Section ror of the Income Tax Act, 1952. Editor) e 


Cheques Act, 1957 


Sır,- I feel sure there will be many practising — is 
country accountants and their staff who will have — ` 
read with whole-hearted approval the letter from ood 


Mr R. S. Frost (May 24th issue). 


] trust he and others who are publicly protesting : - E 
will forgive the following ‘silly verse’ but it is a light- ` 


hearted attempt to show how an imaginary chent ve 
might well view the matter: VUES 


‘Oi? ve bin a furmer all me loife, i 

An’ never kept accounts oi 'àve, . 
Oi lets the bloke wot knows 1 it al, 
Tell the wust as best 'ee can. 


Oi pays me bills when oi fink. 

An’ gets behind in doing it; 
But laff, oi does, jest fit tc 
When new Act says oi 1 
Obtain a bill wots prop: 
To stick upon me 'ome made spoik 


'The bloke wot does me income tax 
Tells me oi’m sort of blinkin". lax, ` 
When now't there is for im to. se 
Except 'is own outstanding fee. 


So if 'ee wish my. tax to leven, . 

Get rid of Act of fifty-seven. 
Receipted bills would then be spx 
And oi would be the better loiked 
The profits which oi say oi've lost. 
Are, ipso facto, due to Frost ` 


Yours fai 




























PERSONAL 


Meer ‘SMEDLEY, Rute & Co, Chartered Mees 7 


ants, of Bush Lane House, Bush Lane, Cannon Street, 
| London, EC4, announce with deep regret the death on 


June 2nd, 1958, of their senior partner, Mr H. RULE, 


GA. The practice will be continued by the remaining 
partners. 


Messrs C. N. WALTER, Lester & Co, Chartered 
Accountants, of Finsbury Pavement House, 120 Moor- 
gate, London, EC2, announce that they have admitted 
into partnership as from June 1st, 1958, Mr Ernest 
ARTHUR HiGHMORE, A.C.A, and Mr Eric JAMES 
. GEORGE ATKINS, A.C.A, both of whom have been 
associated with the firm for several years. 


Messrs SOUTHERN, GILL & Co, Chartered Ac- 
- countants, of 20 Booth Street, Manchester, 2, announce 

-that Mr A. E. SOUTHERN, F.c.a., who has been a 
partner in the firm since 1948 is taking up residence 
in Canada, and consequently the partnership existing 
between him and Mr A. F. GILL, A.C.A., has been 
dissolved as from May 23rd, 1958. Mr Git. will 
practise under the style of A. F. Girt & Co, at 20 
Booth Street, Manchester, 2. 


Messrs McDavin & THORNTON, Chartered. Ac- 
countants, announce that the partnership subsisting 
between Mr F. H., S. McDavip, c.a., Mr G. FiNcHETT 
THORNTON, F.C.A., Mr M. R. CHARLESWORTH, A.C.A., 
and Mr W. GLYNNE WESTON, A.C.A., has been dissolved 
by mutual consent as from May 31st, 1958. As from 
June 1st, 1958, Mr F. H. S. McDavin will continue 
to practise at Barnstaple and Exeter. Mr CG FINCHETT 
THORNTON and Mr M, R. CHARLESWORTH will con- 
tinue to practise at Bideford and Torrington. Mr W. 
GLYNNE WESTON is taking up a commercial appoint- 
ment. 


Mr G. FiNcHETT T'HORNTON, F.C.A., and Mr M. R. 
CHARLESWORTH, A.C.A., announce that as from June 
Ist, 1958, they will practise in partnership at 21 High 
Street, Bideford, Devon, and 14a South Street, 
Torrington, Devon, under the name of THORNTON, 
CHARLESWORTH & Co, Chartered Accountants. 


oo MESSRS HENDERSON & Co, Chartered Accountants, 
announce that they have admitted into: partnership, 
Mr GEOFFREY PROSSER, B.SC.(ECON.), A.C.A., as from 
-June 2nd, 1958. The practice will be continued under 
the same. name at 3 Albemarle Street, London, W1, 
as heretofore. 


| PROFESSIONAL NOTES 


M: Mr R. ES "Penny, n ECA, has been elected Mayor of 
l Wembley, Middlesex, for the year 19 58-59. 


Mr T. A. Nicol, A. C. PR chief. accountant of Swan, 
Hunter, & Wigham - Richardson Ltd, has been 
appointed secretary of the company as | from June rst, 
1958. 


Mr W. S. Fawcett, A.C.A., has been "T 
taxation accountant of. The United Steel E | 


Ltd, as from June 3oth, 1958. 


BL, CLA, have been elected. 


Mr PF. y R. Spim B.A., A.C.A., has been appointed p. 
: Eet of Lennard' S Carrying Co Ltd. S 


Mr J. Hume, C.A., A.C.W.A., and Mr D. I. Cameron, E 
chairman and vice- . 
chairman respectively of the: professional and financial — 
section of the Edinburgh J unior ‘Chamber of Com- 


merce, for the 1958—59 session. 


Mr J. W. Read, 4.4.C.C.4., senior budgets assistant; n 
British Transport. Commission, has been appointed 
an assistant director of accounts in the accounts and 
statistics division of the Commission. ` 


OBITUARY 
Sir HucH Cocks, A.C.A, 


We have learned with regret of the death on May 28th, 
at the age of 76, of Sir Hugh Cocke, A.C.A. 

Sir Hugh was educated at Merchant Taylors’ 
School, which was then in. Charterhouse Square, and 
was admitted an Associate of The Institute of Char- 
tered Accountants in England and Wales in 1905. He ` 
joined the firm of A. F. Ferguson & Co, Chartered 
Accountants, of Bombay, two. years later and com- 
menced what was to be a career of distinguished — 
service in India. He became a member of the Bombay — 
Municipality in 1919 where he served on the Bombay 
Port Trust and Bombay Improvement Trust. In 1922 
he was nominated to the Bombay Legislative Council : 
and from 1924 to 1932 served as a member of the 
Bombay Legislative Assembly. sitting in Delhi and ` 
Simla, He was an honorary magistrate for ten years in 
Bombay and Sheriff there in 1933. He became a mem, 
ber of the Bombay Chamber of Commerce, of which he | 
was President in 1928 and 1932. He was knighted in 
1929. | 
He returned home in 1934, living first at Durford — 
and later moving to Liss, where he devoted himself 
to public service. | 

Since 1946 he had been a member of Petersfield 
Rural District Council and was chairman of the 
Council in 1953-54. He was also chairman of the 
Hants and Isle of Wight Agricultural Wages Com- 
mittee and Deputy Chairman of the Hampshire Local 
Valuation Panel. 


His sound commonsense and modest dignity made `: 
him widely respected and he will be remembered by `` 


many with deep affection for his living example of a ` 
truly Christian life, particularly i in his devotion to the ` 
service of others. d z 







RETIREMENT OF HOSPITAL. cost 
ACCOUNTING PIONEER | SC 


The retirement is announced. of 


C.B.E., M.C., F.S.A.A., F.H.A., aS « of the division = 


of hospital. facilities of King Edward's Hospital Fund 


for London on May gast: Captain Stone, who had 
occupied this appointment since 1948, joined the Fund 


in 1939 as consultant on hospital finance. He had - 
previously been chief accountant of St Thomass: - 
e Hospital from. 1920-29 and secretary of the. Birming~ bns 

























spit 
jstem at St Thomas’s Hospital. He 
orking party on hospital cost 
n stry of Health and is now a 
istry's committee on hospital 
tudy group on electronic account- 


S ‘the author of a number of books on 
yrk and practice including Hospital Organiza- 
Management and Hospital Accounts and 
Administration. 

tion to his services to the hospital field in 
has taken. a keen interest in international 


IVERPOOL. SOCIETY OF CHARTERED 
s _ ACCOUNTANTS 


Phe annual golf competition of the Liverpool Society 
of Chartered Accountants was held on May 29th over 
he Royal Liverpool Golf Club. Seventy cards were 
taken out and there was a tie ~ between F. D. M. Lowry 
and N. A. Smith — for the President's Prize. The 
articled clerk’s prize was won by F. C. E. Nicholson. 































The leading scores, Stableford system, were as 
follows: 
F. D, M. Lowry ks i = 38 points 
NA Smith. s. AB 5 
wë C. E. Nicholson... — 38. , 
OT E Alan ^ 2 e. 0e. 36 y 
36 5 
36 y 
36 . 
36 
35 33 
e 34 " 
UON. vn 34 os 
J. A. Colvin 34» uw 


articled clerk. 


'he President, Mr J. F. Allan, F.c.a., and fifty-three 
mbers of the Society later attended a dinner held 
[the club house. ` 


 NORTHERN- SOCIETY OF 
(CHARTERED ACCOUNTANTS 


ORTH YORKSHIRE AND SOUTH DURHAM BRANCH 


th. Yorkshire and South Durham Branch of 
1 Society of Chartered Accountants is 
in on Wednesday, June 18th, at 
ms Hotel, Billingham, at 12.30 for 
heon will be followed by an im- 
sion on professional and topical 
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Geen as ls ago as 1920 his | 


- Hotel, Hull, on Wednesday, ` Vi rst, the. 
| officers and committee were elected for 1958-59: 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACT ORIES, PLANT & MACHINERY, Ete 





THE ASSOCIATION OF CERTIFIED AND ` 
CORPORATE ACCOUNTANTS = 


HULL AND DisTRICT Soctery ` 














District Se of The FC 
Corporate Accountants held 


President: Mr G. N. Gillingwater, A.C.A., PACA. 
Vice-Presidents: Mr W. H. Webb, A.A.C.C.A.. Mr EW 
Chesham, A.A.C.C.A. (Grimsby). ` ; gu 
Hon. Secretary: Mr R. D. M. Pary. AA. C. C. uh 
6s Fairfield Avenue, Kirkella, East Yorks. 
Hon. Treasurer: Mr F. E. Bird, AACA 
Hon, Students’ PAIRE Mr R. K. Dalton, A A. €. CA 
Hon. Auditor: Mr R. V. F. Taylor, F.A.C.C.A., BEER: oU UA 
Re-elected to Local Executive Committee: Messrs EW 
Chesham (Grimsby), E. Ford, J. C. Licence (nme, Ug 
R. Wareing (Scunthorpe). E 
Elected to Students’ General Committee: Messrs H. R. W. CIS 
Atkinson, T. K. Gibson, a.c.us., LR. Cruises ein 
P. Holmes, T. Houchen, H. Lancaster, B. H. Nunn, ` 
G. W. H. Swallow, B. S. Tong, J. P. Wilson. 


SOUTHAMPTON AND DISTRICT — 
CHARTERED ACCOUNTANTS’ STUDENTS’ us 
SOCIETY x 


At the annual general meeting of the Southampton and S 
District Chartered Accountants’ Students’ Society ` — 
held on May 16th, the following officers and com- | -= 
mittee were elected for the ensuing year: ved 


President: Mr D. S. Watson, F.C.A 
Chairman: Mr W. C. Cull, A.C.A. e e 
Vice-Chairman: Mr M. Howson-Green, AGAS zu 
Hon. Secretary: Mr P. E. O. White, 58 The Avenue, E 
Southampton, ES 
Hon. Treasurer: Mr R. A G. Brown. 
Hon. Librarian: Mr R. Janes. 
Hon. Auditor: Mr R, E. Gought. HEREDES T 
Committee: Messrs B. J. Westwood, ACA SES Bromley, DORUM 
A.C.A, R. M. Gordon, D. L. Morgan, Ae Wa Fre, as 
The annual meeting was preceded by a lecture on 
public speaking given by Mr A. C. Hazel, which mme x 
again proved to be very popular. 3 E 17 
















WORCESTER AND DISTRICT CHARTERED ] 
ACCOUNTANTS STUDENTS' SOCIETY . : 
At a meeting held on April 17th, at The Croan Hotel, uo 
Worcester, it was decided to form a Branch Stude 
Society in Worcester. At the meeting, 
officers were elected for the year SE 
President: Col. J. C. Flay, O.B.E., F.C.À. | 
Chairman: Mr C. R. Ralph. ; 
Secretary: Mr M. C. W. Price, ve Fore 
Worcester. er Gë 
Committee: Messrs G. M. Margetts, M. E. D 
J. T. Tysoe, C. J. EE | 











Telephone: Victoria 2002 G lines) ` 



















D. be abandoned i in face of the driving rain; 


0 UN. Wright 32 n.o.) 
! South Wales: 6t for 7 (M. Jeffery 21, P. James 4-21). 


i EUROPEAN | MANAGEMENT CONFERENCE 


A European management conference with the theme 


fA free European market a challenge to European 


. management' is being held in Berlin by the Inter- 
7: national | 
GE (c. LOS) from October 1st-3rd. 


‘Committee for Scientific Management 
"Senior executives, representatives of research and 


educational organizations from the twenty-nine mem- 


^: ber countries, will meet to discuss and to hear leading 


i international authorities speak on the problem of 


South Wales. side: Sa made er for 3 when j pud z^ 





TS Bahh Tastate ot Management, Management Hot 
; London: 109 for 7 declared g. Chester 21, J. Guest EN 


3 GE of C. I. o. Se 





8o Fetter Lane, London, EC4, from whom furt ae 
information. Sach be obtained. NS 


THE ART OF CHAIRMANSHIP 


À three-day residential course for executives, with: the SS 
theme “How to run a meeting’, is being held from ` 
July 21ist-23rd and from July 24th-26th, at the | 
Sundridge Park Management Centre, Bromley, Kent. _ 

The course, for which the inclusive residential fee 
is 22 guineas, is designed to examine and to dem- 
onstrate how a chairman may stimulate constructive 
participation at meetings. Further information about 
the course may be obtained from the Director, Sun- . 
dridge Park Management Gier Bromley, Kent. uem 


LONDON STUDENTS' COLUMN 


. News from the London Chartered Accountant Students' Committee 


Committee 


At the annual general meeting of the Students' Society, 
all the members of the committee retiring and standing 
for re-election were duly elected. There are also two 
new members to fill the vacancies that were left open 
until the annual general meeting: they are Mr C. L. 
Llewellyn-Smith and Mr V. G. B. Walt. 


Branches 


The committee has set up a special sub-committee to 

“review activities and finances of the branch societies, 
© and to make recommendations for the future including 
the investigation of the possibility of the setting up of 
new branches. 


. The branch societies in. Chelmsford; Dorking: 

- Bedfordshire and Southend have been. established for. 

a number of years and carry out successful programmes 

. of lectures and discussions locally. With. the increased. 

-< number of members due to. integration it may be- 

3 o -consolidate, to start some new branches, - 
y even to make some of the branches e" 


ossible 





tk s; LondonB Students' Society. 


The resignation. of the badminton captain, Mr B 





Annual General Meeting Motion 


The committee have referred to the programmes sub- SG 
committee for consideration the following. motion ` 
passed at the annual general meeting: SS 


"That future programmes of lectures to be held by | 
this Society include lectures on examination subjects in ` 
addition to those normally held on subjects for wider 2 
education.' iran 


Library 


The committee wish to record their thanks to Mr A. 
G. Montgomery for a gift of a number of Students’ = 
Telephones to the library. 7 

The Society is also receiving a number of books 
from the library of The Society of Incorporated " 
Accountants. | | 


Badminton 


Page, due to pressure of study, has been receive 


with regret. Mr J. R. Carter has agreed to undertak 
this work. | 
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À ork Before ` 


NE of the principal reasons E the V Vict icton 








by their own efforts before Ke to sspe i it A Ano QU 
was that they had the good sense to realize that money must be : 
saved if more is to be earned. By applying these fundamental es 
concepts of sound finance and by turning scientific discovery : and o 
invention to good account, they consolidated the commercial as 
prosperity of this country. Unfortunately, the industrial revo- ` 
lution created, in DISRAELI's phrase, two nations and the extremes __ 
of riches and poverty became so pronounced that a counter social ee 
revolution emerged. This movement certainly succeeded in — 
virtually banishing poverty, but in extirpating one evil it encour- 
aged another — the decline of independence and individual effort. ` D: 
Kept afloat by the lifebelt of the Welfare State, there are far too — 
many people today without the inclination to strike out for them- — 
selves. They know that they will not be drowned and a EE pc. o 
existence with a minimum of effort is all that they desire. —— < — 
The consequences of this parasitic policy, of which constant |^. 
demands for increased wages is a manifestation, are clearly out- 
lined by Mr James Borsay, F.C.W.A., in his presidential address ` 
at the Twenty-ninth National Cost Conference of The Institute of — 
Cost and Works Accountants held in London last week-end. — 
There are, he says, three ways in which wages increases may be. E 
absorbed — by reducing profit margins; by raising selling prices; - 
and by improving a standard of efficiency. The first of these would ` 
preclude industry from ploughing back profits for purposes of ` 
capital expansion. The second would curtail demand and so beget ` 
unemployment. There remains only improved efficiency — leading es 
to higher productivity — as a means of financing increased wages ee 
but, and this is the cardinal point which the Victorians grasped, 
work must come before reward. As Mr Bonsav point 3 out, th 
recent settlement of the railway workers’ claim on tht 
basis that the additional wages bill contracted now wot 
absorbed by increased productivity at some future date was 
dangerous precedent and a classic example of putting the ca 
before the horse’. 
Mn Borsay also raises the important question as to why i; 
selling prices of finished goods have not fallen appreciably as 
result of the recent world drop in commodity prices. Is the sa 
in materials being cancelled out by increases in wages? 
Borsay’s plea for research into the cost of labour involved in 1 
conversion of basic commodities to consumable products. touc! 
upon a matter too vital to our economy not to be acti 
immediately pursued. : dd 
























PROFITS: IST 


ue ` Transitional Provisions: Dividends - 





p i i [E example which terminated last week " 
article, anticipated ‘to some extent our. 





exposition of paragraph 1 of the Seventh 
; Schedule. Paragraph 1 (1) provides that where 


the rate of dividend (defined below) for any 


chargeable accounting period falling between the 
standard period and the beginning of April 1958 
is less than the rate for the standard period, the 
gross relevant distributions to proprietors for that 
chargeable accounting period shall be deemed 
to include an additional distribution by way of 
. dividend, computed on the paid-up capital at 
the end of the period, at a rate equal to the 
difference between those rates. This should 
certainly encourage dividends during this year, 
for if a company is going to be taxed on a dividend 
whether it pays it or not, then it might as well 
pay it — assuming that there will be no unwelcome 
surtax repercussions. Share capital treated as 
paid up since the end of the standard period in 
consideration of the retention by the company 
of sums distributable by way of dividend — in 
other words, bonus issues — are to be disregarded 
for this purpose (sub-paragraph (6)). 
Paragraph 1 (2) deals with the unusual case 
where there is more than one chargeable account- 
ing period between the end of the standard period 
and April rst, 1958. The amount or the aggregate 
amount of the additions to be made under para- 
graph 1 (1) is to be reduced by any shortfall, for 
any of the periods, below the standard period rate. 
Of course, a sudden fall in the rate of dividend 
may have nothing to do with profits tax avoidance. 
If the fall is due to a fall in profits, paragraph 
1 (3) may provide some relief. It takes the norm 
for total dividends at the arbitrary figure of 
three-fifths of the profits, as. computed for profits 


tax but before abatement and including franked 


investment income. A dividend covered only 
1$ times can hardly be regarded as well covered 
_ these days; one might reasonably have expected 


a much lower fraction than three-fifths. Perhaps. 


it will be reduced at the Committee Stage. 


AX (Continued) 


S relevant distributions for any chargeable account- ` 
` ing period is not to exceed the amount necessary ` 
| to bring the dividends treated as distributions for 


that period to more than three-fifths of the 
profits. 

lhe question which springs to mind ds 
"What is meant by "dividend"? In a way typical 
of Finance Bill drafting, the Profits ‘Tax Acts 
nowhere define 'dividend' beyond reiterating, 
somewhat unnecessarily that it includes an 
interim dividend. It apparently does not includea: 
‘cash bonus’ or a distribution in kind, for in Section. 
36 (1) of the Finance Act, 1947, these are con- 
trasted with ‘dividend’. So a company might have ` 
been quite lavish in its distributions. without 
any effect under paragraph 1, simply because the ` 
distributions were not technically dividends. On 
the other hand, a company which has made a 
large capital profit may be able to retain it all | 
without suffering from paragraph 1. | 


Paragraph 1 (4) 

If, notwithstanding paragraph 1 (3), a company 
has to pay extra tax by virtue of paragraph 1 (1), 
still it may ultimately obtain relief by invoking 
paragraph 1 (4). We say 'ultimately' because the 
determination of the relief involves consideration 
of the profits and dividends of a period which 
does not end until the beginning of April 1960 
~or the earlier cessation of the company’s 
business. This period, which we will call the 
test period, begins at the end of the standard ` 
period, the definition of which we have ard 
dealt with. di E. 
There are two. conditions’ precedent. to e 
operation of paragraph I (x l 
(a) that the company ‘has been charged to tax _ 
by virtue of paragraph 1 (1); and md 
(b)that both the 'rate of dividend' and. be 
‘rate of earnings’ for the test period are - 

Jess than for the. standard period. < 


“As to (a), this is. very ‘inappropriately worded ` 

^. because, taking the words in their strict meaning, ` 
Paragraph 1 (3) directs that the amount to be 

added under We is 9 Sch to the Eres 


there will be few cases where a company is ` 


Lo to tax by virtue of paragraph 1 (1). In 












e vast majority. of cases it will be charged 
lently of paragraph 1 (1) and the effect 
»-paragraph will be merely to increase 
, However, the Inland Revenue will 
nsist on this strict construction. 


in of Rate of Dividend 

end’ is defined in paragraph 1 (5) 
as the monthly rate relative to the amount of the 
paid-up share capital at the end of the period of 
‘the dividends included in the gross relevant 
distributions to the proprietors for the period. 
Of course, the paid-up share capital at the 
beginning | of April 1960 may be vastly different 
mom what iti is ROW, but such differences will 








: issues made after the dud of the standard period 
will be disregarded. 

The monthly rate is taken in order to compare 
like with like, as of course the two periods to be 
compared will not necessarily be of equal length. 
Where a period does not contain an exact number 
of months a fraction of a month is to be treated as 
a month. In his zeal for meticulous accuracy, it 
ds strange that the draftsman did not provide for 
? daily rate, 

_ Although the standard period will be also a 
period. of account (i.e. a period for which accounts 
are made up) it is unlikely that any company will 
make up accounts for the whole test period, except 
possibly to obtain some profits tax advantage. 
Proviso (a) to paragraph 1 (s) directs that the rate 
for the test period is to be the average of the rates 
for the periods of account in which the test period 
is comprised. The average is to be taken according 
‘to the number of months or parts of a month at 
each rate in the period. Proviso (b) directs that 
TOSS. relevant distributions for a period of 

























‘I eg SCH deünitión of 'rate of ddar 
lies, of course, for the purpose of paragraph 

(2) as well as for paragraph I (4). The 
oncept of 'rate of earnings' applies only for the 
irpose of (i) deciding whether the conditions 
edent to the application of paragraph 1 (4) 
tisfied; and (ii) computing the relief under 
aph 1 (4). Paragraph 1 (5) defines it as the 
ate relative to the amount of the profits 
r the period, computed before abatement and 
cluding ` franked investment income. Again 





fractions of a month are to be regarded asa — 
month; and where the period is not a period of 
account the rate is to be arrived at by averaging 
the rates for the separate periods of account. 
The stage is now set for saying how the relief 

under paragraph 1 (4) is to be computed. Itis 
done by laying down a maximum to the amount _ 
of tax ‘charged by virtue of’ paragraph 1 (1. 
providing for the repayment of tax charged abo 
that maximum. The maximum is the amour 












which would have been charged by virtue. el s 
paragraph 1 (1) if the rate of dividend for the | 


standard period had been the higher of 


(a) the rate of dividend for the test. period; or | 


(b) the rate which bears to the rate for the _ 


standard period the same proportion as the | ae 
rate of earnings for the test period bears to 
the rate of earnings for the standard period. quU m 
It will be remembered that the company must, p 
in any case, establish that both the rate of earnings. 
and the rate of dividend for the test dus are — 


less than for the standard period. | 
Perhaps the kindest thing that can be sid 
about paragraph 1 of the Seventh Schedule is 
that it will certainly create employment for tax ` 
officials and accountants, besides bringing in a: 
negligible amount of revenue. | 


Paragraph 2: Group Aggregation ` 


Once a principal company has elected, under | 
Section 22 of the Finance Act, 1937, to have the — ` 
profits and losses of its subsidiary aggregated USUS 
with its own for profits tax purposes, it cannot — 
normally revoke that election, although, ofcourse, | 
it can bring the relationship. of principal and o o 


subsidiary to an end by a judicious transfer o: 
shares. Paragraph 2 of the Seventh Sched 
gives the principal power to revoke the : 
as from April 1st, 1958, i.e. as from the | 
into force of the new flat rate. The power 


revoke must be exercised within six months : T 
after the Bill becomes law. It may be applied : ta. 


such of the subsidiaries as the principal compa 
chooses. The Inland Revenue have power te 
grant an extension of the time limit. ES 
A similar election by an assurance compan; 
under paragraph 5 of Part III of the Eighth 

Schedule to the Finance Act, 1947, can likew 
be revoked (paragraph 1 (3)). S 
(To be continued.) 


M 





















hs, GES? 
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oN go a holding « company may declare ry 
cand pay dividends out of dividends which it - 


e may be limiting factors. The dividends may 
be swallowed up by a loss on trading or by 


administration expenses so that there is no. 
|. fund, other than paid-up capital, out of which a 


. dividend may be paid. The law prohibits pay- 


. ments of dividend out of capital. Does the 
. law prohibit a holding company from paying a 
` dividend out of dividends received from its 
Gs subsidiary merely because they came out of 


pre-acquisition profits, i.e. out of profits which 
the subsidiary earned before the holding company 
acquired its shares? It seems on the whole that 
there is no such prohibition, but the confused 
state of the legislation makes it impossible to 
give an entirely confident answer. 


No Dividends out of Share Capital 


The problem is best approached from first 


principles. Section 66 of the Companies Act, 
1948, permits a company to reduce its share 
capital by following the procedure there laid 
down. The section is to be taken as impliedly 
prohibiting the reduction of share capital in any 
other way (Trevor v. Whitworth (12 App. Cas. 
437). Accordingly a company must not pay 
dividends out of its share capital. Suppose 
=the whole of a company's share capital is 


- invested in the purchase of shares of another 
. company. Dividends received are clearly profits 
` available for the payment of dividend. They are- 
, none the less so, even if the value of the shares ` 

- (if fixed and not ‘circulating’ capital) falls | 
. heavily - -perhaps by more than the amount of 
the dividend received. This i is. plainly established | 









— “mercial roetment 5 Trust. (8941 2. Ch. 239). In | 
< v thag Se th e companya s net income from i invest- i 


£23,000, however r imprudent that might be as a S 
| matter of business. — — 2 
A has itself received from its subsidiaries. This _ 
-self-evident proposition has to be qualified by ` 
. the words ‘in general’ because, of course, there ` 


Where a company buys shares without being c 
or becoming a holding company and receives ` 
dividends on them out of past profits, it can ` 
unquestionably treat those dividends as profits - 


- available for distribution as dividends to its own ` 


shareholders. So much has been established by the _ 
line of cases of which the Verner case is perhaps. 
the most relevant here. If it were not so, all the | 
complicated provisions directed against dividend ` 


‘stripping would be pointless, because unnecessary. ` 
. Is there anything in the Companies Act, 1948, 


which alters the general rule in the case of holding S 
companies bearing in mind the purely arbitrary _ 
definition of ‘holding company’? It is submitted ` 
that there is not. Paragraph 15 (5) of the Eighth ` 
Schedule to the Act is often cited in support of ` 
the opposite view, but its origin, its purpose, and ` 
its context point against its having that far- 
reaching effect. 


The Cohen Committee 


For its origin, one must refer to paragraph 123 
of the report of the Cohen Committee on ` 
Company Law  Amendment!, headed ''Pre- 
acquisition profits and losses of subsidiary ` 
companies’. It is as follows (the italics are mine): 


‘Profits earned and losses incurred by subsidiary | 
companies before the acquisition by the holding ` 
company of the shares to which they are attribut- 
able, are, as a matter of accounting practice, viewed 
as being of a capital nature from the standpoint of ` 
the holding company. Such pre-acquisition results 
(whether dealt with in the accounts of the holding _ 
company or not) have, therefore, been regarded as ` 
not capable of being brought into accoun as profits ` 
or losses in determining the profits which the | 
holding company might properly regard as ` 
available for distribution in dividend by itself. ` 
Difficulty may arise in applying this principle to the 
full where the accounts of the subsidiary 
are not made up to the date on which 
were acquired. by the hold 





LIT id: Ane for dee d this iff dee appears - ee 


























hy 1958. 


ph, which i is s dob a model of clarity. One 

have to resort to accountancy practice 
w' of the ‘principle’ that a holding 
innot pay dividends out of the pre- 
rofits, as such, of its subsidiary. 
d remain, the subsidiary’ s until they 





distribution on the subsidiary’s 
ip. Nor does the mere fact that they 
dealt with’ in the holding company S ac- 
ints make them the holding company's. | 
- If and in so far as the paragraph implies that 
the holding company cannot distribute those 
_ pre-acquisition profits even after having acquired 
Dem by way of dividend from the subsidiary, it 
. is plainly basing that prohibition on accountancy 
Geer. which one might justifiably regard as 
another name for prudence. Put in another way, 
it is in effect saying no more than that pre- 
- acquisition profits should appear among capital 
_ reserves rather than revenue reserves, i.e. should 
_ be included in those reserves which the directors 
regard as not available for distribution. The 
oe (my italics) is as follows: 
“We recommend that there be a new section on 
` ge following lines: 

j ` "D a company becomes a subsidiary company 
|... in relation to another company or, where that 
|... relationship already exists, further shares in the 

|^ first company are required by the second com- 

_ pany, the proportion of the profits or losses of 
v the subsidiary company attributable to the shares 
so acquired at the respective dates of acquisition 

shall not be brought into the accounts. of the 
second company as revenue profits or losses. 
v Where an acquisition of shares takes place at a 
_ date other than a date at which the accounts of 
~ the subsidiary company are made up and it is 
m impracticable to ascertain or to estimate with 
reasonable accuracy the profit or loss of the 
_ subsidiary from the date of its last accounts to 
. the date of acquisition of the shares, the profit 
or loss for that period shall be deemed to be the 
amount arrived at by apportioning, on a time 
basis, the profit or loss for the period covered 
jy the next succeeding accounts of the subsidiary 






























ji ired, a) that the of dividend, some or all of the 
: cquisition profits; (b) that it has not. And 
the precise implication of the word 





ph in the First Schedule to. th 
n Peu Qi eech I 2. in Part 





THE 
ACCOUNTANT 


applicable thereto’. 


g company by way of dividend ` the principles established by chi cases 


‘he recommendation was: reflected | 













1948. This achetis rests op Section 149 
the Act, which requires a ‘company’ 's ba 
sheet and profit and loss account to comply 
the requirements of the schedule” so fe 


v. Whitworth and Verner v. General and Co 


mercial Investment Trust, referred to above, t diens 
was a very oblique way of doing it, and in striking DU 


i contrast to the way in which Section 56 putan 


end to the power to pay dividends out of share ` 
premiums. The object of the Eighth Schedule — ` 
is to see to it that the accounts of a company are 
properly informative. In particular, the Cohen __ 
Committee was concerned to ensure the dis- ` 
closure of all reserves which the directors regarded Qum 
as available for the payment of dividends, so that ` ` 
shareholders could not be misled, by the payment 

of dividends, into thinking that the company was  . 
making current profits when it was not (para- coe 
graph rox of the report). po 

Paragraph 15 is the first paragraph i in Part H LI 

of the Eighth Schedule, the part being headed | : 
‘Special provisions where the company ds d 
holding or subsidiary company’. Paragraphs 
15 and 16 share a sub-heading ‘Modifications of ` 
and additions to requirements as to company's — — 
own accounts’. Sub-paragraphs (4) and (5) of — — 
paragraph 15 are the ones with which we are _ 
concerned here. They deal only with the accounts ` 

of a holding company which does not submitgroup ` 
accounts; i.e. with a rather special case. Its balance ` ` 
sheet must show (a) the reasons why the subsid- ce 
iaries are not dealt with in group accounts; and ` — 

(b) the net-aggregate amount, so far as it concerns SC 
members of the holding company and ijs nof 
dealt with in the holding company's accounts, — ` 
of the subsidiaries’ profits after deducting mec ou 
subsidiaries’ losses (or vice vereal == 

(i) for the respective financial years of the uc 
subsidiaries ending with or during the — ` 
financial year of the company; and pum 

(i) for their previous financial years siz 
they respectively became. he. 
company's subsidiaries. 

Paragraph (c) goes on to impose similar i requir 
ments where the post-acquisition results are dealt 
with in the holding company’s accounts. Lp E 
The booklet on the Companies Act, 1947, 
issued by The Institute of Chartered Acca 
in England and Wales, says, at parag 
in reference to these requirements: ` ` 
: It seems reasonable to assume th 
... Was to ensure that sharehold 
, companies shall, as: pegada ink T 
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PE deit abire of the inn 
. including revenue resei f e 
equivalent information to that which they would 

— havebeengiven had consolidated accountsbeen pu 


P lished — with all the companies in the grou : j | 


ansa 15 (5) | 


E Wen now come to paragraph 15 (5) which alo 
seems to stem from the Cohen Committee's 
recommendations quoted ` above, and which 
elaborates the provisions of paragraph 15 (4). it p 


provides as follows (my italics): 


(5) ‘Paragraphs (6) and (c) of the last foregoing. 


sub-paragraph shall apply only to profits and 
losses of a subsidiary which may properly 
be treated in the holding company's accounts as 


revenue profits or losses, and the profits or 


losses attributable to any shares in a subsidiary 


for the time being held by the holding company: 


or any other of its subsidiaries shall not (for 


that or any other purpose) be treated as aforesaid 


so far as they are profits or losses for the period 
before the date om or as from which the shares 
were acquired by the company or any of its 
subsidiaries, |... ee 

. . . and for the purpose of. determining 
whether any profits or losses are to be treated 
as profits or losses for the said period the profit 
or loss for any financial year of the subsidiary 
may, if it is not practicable to apportion it with 
reasonable accuracy by reference to the facts, 
be treated as accruing from day to day during 
that year and be apportioned accordingly.’ li 


. It will be seen that the primary, if not the sole, 
object of paragraph 15 (5) is to cut down the 
requirements of paragraph 15 (4), i.e. to absolve 
the holding company from having to attach a 
statement about profits of a subsidiary if they are 
pre-acquisition profits. It limits the requirements 
to what it calls ‘revenue profits’ (and losses) 
without defining that phrase, which the draftsman 


has obviously lifted bodily from the Cohen 
Committee's recommendation, where it stood 


SS S equally undefined. 


If it is right to say that paragraph 15 (5) is 
uii concerned. only with information to be shown 
en it does not really matter 
. what the word ‘ revenue’ means in relation to the- 





in the accounts, - th 


question of whether or not the holding company 
can pay dividends. In any case, taking the word 
at its face value, there is nothing in the Trevor v. 


Whitworth principle- to prevent the payment of 


dividends out of ' capital’ profits. 


There is a phrase in brackets in — 
15 (5) which is presumably intended to have | 





some meaning. It says, somewhat. enigmatically, m 












2 (grammatically. there i is See set out in the sub- - 
— paragraph as a. purpose); and what is meant by ` 
` "ang other purpose’? It is not necessary to answer . 
— either of these. questions so far as concerns the: 

< holding company's right to pay dividends. Such ` 


. lt was long ago accepted that the d 


authorized the departure from its rd: 
explained in paragraph 165.of the Kette S. 
booklet. A similar authoritative statement on ` 
paragraph 15 ( dé would PE an end to a great deal: 
of uncertainty. EE 





cryptic words, in such a context, can hardly have. 
the effect of changing the substantive law in. 
this respect, whatever their precise meaning (if. 


any) may be. 


Share Premiums and Bonus Issues 
Reference has been made above to Section 56. 


of the Companies Act, 1948, which solemnly 


and explicitly terminates the power of com- ` 
panies to pay dividends out of share premiums, . 
That section goes on, however, to preserve the 
right to apply such premiums in the paying-up . 
of bonus shares. But there is no such reservation 
in paragraph 15 (5). Accordingly, if it were correct: 
to say that paragraph 15 (5) by a side wind 
prohibits. the payment of dividends out of. 
dividends from pre-acquisition profits, then it 
would seem to follow that it equally prohibits 
the application of those dividends in payee Pup 
of bonus shares. | 


Some help in construing this very difficult 
sub-paragraph may be got from the use of the 
phrase ‘the date on or as from which the shares ` 
were acquired’. Read in the context of provisions ` 
requiring the giving of information, the phrase | 
gives rise to no difficulty. It is commonplace for 
a contract of share purchase to be expressed as 
taking effect from an antecedent date. If the. 
holding company buys shares in a susbidiary on 
that basis, then it will have to give information 
about the subsidiary's profits and losses as from 
that earlier date. But if the phrase is read as part. 
of a provision restricting the right of the holding ` 
company to pay a dividend, it opens a wide gate 
for evasion of that restriction. Seemingly, all the. 
holding company would have to do would be to 
purport to buy the shares as from a date which | 
precedes the earning of the subsidiary's accumu- ` 
lated profits. This would give the go-by to. 
Rowlatt, J.'s, classic dictum that even the gods | 
themselves cannot alter the past. 









paragraph 15 (4) is faulty. The 










IS | ap T sets out to achieve a. 
| difficult end, for in a few pages it is 
o survey many of the characteristics 
types of electronic computing equip- 






f the various 
ent available at present. Unfortunately, no definite 
rules can be laid down as to the best hardware for a 
particular application, and there 
is no substitute for the detailed 
study and planning of the actual 
procedures to be carried out by 
the computer. In fact, two jobs 
arising in two different busi- 
nesses and which appear to fall 
into the same category — for 
3 example, ‘stock control — might 
. well be so different in detail that 
an installation set up for one 
procedure could be quite in- 
efficient for the other. In other 
words, we will never reach the 
point of saying that a particular 
computer is good for wages or 
stock control or sales ledgers etc. 
_ The reader must therefore apply 
the general points set out below 
to his own problems in order to 
give them their full meaning. 
_ Although the position in the 
n computer field is changing very 
rapidly, this paper deals mainly 
"with broad principles and should 
therefore not be out-dated by 
echnological change. 

_ The most important aspect of the computer to be 
_ considered is the size and the type of store available. 
_ This is certainly true with any job when a great deal 
_ of data has to be handled, correlated and sorted, as 
in most commercial applications, and the whole 
range of computers available is therefore firstly 
considered in the paper in relation to the size of 
tore. Subsequently, other aspects are considered in 
rn, such as aids to the programmer, input and 
tput facilities. While this method has been adopted 
simplify the task of describing the facilities, it 
t be emphasized that no one aspect of an installa- 
ion can be examined by itself. This error has fre- 
uently been made in the past, particularly with 
egard to speed. For example, the speed of addition 
stated by the manufacturer, although quite correct, 
no relevance in a complicated programme., 
factor might well be some other criteria 
sed with which all the data Brio 
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. for the addition could be marshalled i in 1 the vem d 
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. the, possibility of EE $ either. in series. 











size of the store or the speed. of input. i 


Basic Elements of a Computer ` Dl 

Before going any further, it is necessary to consider oo 
quite briefly what any computer is designed to do: in — 
essence, it is to carry outa 
series. of calculations or mani- ^ 
pulations on a collection of data ` ` 
according to a predetermined ` 
plan or programme. To do this, 
there must be two main parts ` 
to every computer — —firstly, the ` 
computing centre and, secondly, ` 
the store. Looking at the process 
in greater detail, the computing 
centre selects, under the control 
of the programme, the next one ` 
or two numbers which are to be 
processed. They then pass into ` 
the computing centre where 
they might be added, subtracted ` ` 
or other calculations ‘carried out 
in much the same way as is done ` 
with any desk calculating ` ` 
machine. The results are then 
put back into a specified part of ` 
the store. Alternatively, no cal- — 
culations may be made, and the - 
numbers may be passed directly — 
through from one part of the — 
store to another. The complete — 
job may consist of hundreds or. 
thousands of such simple steps. | i 

There seems at first sight to be a “bewildering E 
number of different types which could be used, ` 
ranging from the cheapest at about £20,000 up to the x 
giant computers costing £500,000 or more. However, —— 
if one looks only at the two aspects of the computing ` 
centre and store they fall into quite definite classes. 
It is helpful in this connection to define what would ` 
constitute an ideal computer, regardless. of cost, which ` 
could then be used as a yardstick against: which the ` 
various types of machines can be measured. ` 


The Ideal Machine-computing Centre. 


This perfect machine must, of course, be very ds : 
and, therefore, since all data must pass through th 
computing centre, this, too, must be fast. As regards 
the speed of the computing centre, there is no gre 
difference between various machines since the 
cause of delay is in obtaining numbers from the sto 
However, there are some possible differences - la 
based on the type of store in use, the main one being 
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ii parallel "Most. units. elk: 3 in. a | serial n manner = 


example, if two numbers of ten- digits. are being 


added, the Computer will add a pair of digits at 
time, and then continue to the next pair, much as 


one might. when adding by hand. This process is . 
speeded-up on some of the faster or larger machines . 
by handling each pair of digits simultaneously. This, 
in effect, means. providing as many adding units as _ 
along the top edge. Also, since cards are not very 
costly, as compared with electronic types of store, 


there are digits in the longest number to be added, 


and is known as parallel operation. Machines which 


operate in parallel are those using magnetic core as 
the main store, e.g. the Emidec. 


Another method of speeding up the ideal machine E 
would be to provide two or more computing centres. 


which could all operate together under the same 
control, This would require very complicated circuits, 


and has not been adopted on any computer available | 
in this country up to the present. However, the design ` 


of the computing centre must depend on the store; 
< for example, it would be no use to provide a very 
fast parallel operating unit, if information can only 
be extracted from the store in a serial manner. It is, 
therefore, necessary now to consider the store in 
more detail. 


The Ideal Computer Store . | 
The ideal store must have the following characteristies: 


(a) be large enough to hold permanently every 
item of information which might be required by 
the computer for all future jobs; 

(b) to be so connected to the computer that the 
information can be called into the computing 
centre from the store automatically under the 
programme orders; 

(c) no delay between the selection of the location 
in the store and the transfer of its contents; 
(d) no delay if the contents of location are called 
for use outside the computer — for example, a 

request for a particular stock balance. 


The computer with all these properties would be 
a very costly one indeed - perhaps two or three 
million pounds — and it is now proposed to consider 
how different types measure up to this. 


Punched-card Calculators 


At the smallest and thus the cheapest end of the 
scale are the punched-card calculators. "The store 
here consists only of punched cards and the machine 
operates by reading a series of cards in turn, extracting 
information from each, performing a predetermined 
calculation, punching the results into the same card 
and then proceeding to the next card. Machines which 
fall into this class include the smaller calculators 
produced by the punched-card manufacturers. There 
are also the Burroughs Eror and the IBM 610 which 


; have punched. paper tape as. input and output tos: ED 


gether with a keyboard. input. 


. At this. point it should be mentioned that the. 
distinction is often made between external stores, - 


such. as punched cards or paper tape or magnetic 
















SCH computer itself. de considering their suitability E 
nd how they measure up to the four points above, - 


there is virtually no difference between them. 


The cards are certainly immediately accessible to ` 


answer all queries outside the computer, and this is . 


particularly so if the cards are punched in a decimal — 
form with the information they contain printed 


the provision of a large store is quite practicable. Itc 
is only limited by space, and the clerical cost of 
handling, sorting and organizing. the cards.. How- 


„ever, the time taken to read a card into the calculator, - 
and the complete lack of any automatic selection by 


the machine are the disadvantages. The programme. ` 


.can only select the next card and extract the informa- 


tion from it. Once the card has passed through, this 


information cannot be read again unless the card is 
. picked out by hand, and returned to the feed hopper. ` 


Also, if the data is read directly into the computing 
centre, only two numbers can be read in at one time. 

Consequently, one or more locations are usually - 
provided from which the computing. centre. can 
automatically take a number as soon as it is required. ` 
These few stores might either consist of electro- 
mechanical relay switches which can be locked on or 
off to signify a digit or a series of valves wired to act 
as switches. In this way, more than two numbers 
could be read from the card. The types of calculations: ` 
which could be carried out vary with the number of 
storage locations provided, but will normally be 
the addition of several numbers or a multiplication or 
division, combined with an addition (for example 
Ax B-C). The length of the calculation is usually — 
limited by the time the card takes to move from the 
reading station to the punching station, where the 
answer is punched in, but again on the larger machines 
of this class, the card can be stopped for one or more 
punching cycles. 


Type of Work which a Calculator can do 
The type of work to be carried out on a calculator 
should consist of a large number of identical calcula- 
tions on different data and each complete calculation 
should not be too involved. For example, if eight 
numbers are to be multiplied. together, this might. 


have to be broken down into eight jobs, each new ` 


product being put in again as fresh data for a new 
job. Every time a job has to be changed, it entails a 
change of the plug board holding the programme, and 


also handling of the cards. This means extra clerical - 


effort as well as slowing down the processing. . 
Therefore, in every application, the time and clerical ` 
effort must be measured. against the extra cost of = 
SE and Tunning a larger “machin Lu n 








Small Computers 


i Tf the so-called calculator i is to be made more useful, 


the store, which can be referred to automatically by 


the computing centre, must be made larger. Ideally, 


















e y batesi calling for the 
pa rticular store location, and its transfer 

V nical switches, all of which have 
physical inertia before they can 


o slow and hence are seldom used in 





nown as ‘flip flops’. An electronic 
would have no delay in obtaining 
contents but any great number of these 
| 2 ery expensive, and the computer would 
ecome large in size and the cooling arrangements 
ymplicated. Stores of this type are therefore limited 
a few which might be provided as part of the 
computing centre. The Powers-Samas P.C.C., 

Hollerith 555 and IBM 604 all fall into this class, the 
id two including a magnetic drum as additional 





Storage | for Medium or Large Machines 
"To consider the machines which fall into the so- 
called medium and large class, it is convenient now 
"to examine the various types of internal store which 
can be used. Firstly, a very compact storage medium 
< which is used on later machines is the magnetic core. 
.. Each digit in a number is represented by the magneti- 
. zation of one of a series of small iron rings and every 
- digit of the number chosen can be transferred into 
«the computing centre simultaneously. Calculations 
. may therefore be carried out in parallel and machines 
- of this type can be very fast. 

^. An alternative type of storage medium, from which 
. information can be taken without waiting, is the 
acoustic delay line store. These might be mercury 
< or nickel delay lines and have been used in several 
_ of the computers built in this country. 

Mercury delay lines are used on Leo and the 
_ English Electric Deuce and nickel delay lines on the 
. National Elliott 405 and the Ferranti Pegasus. This 
type of store differs from the magnetic core in that 
each number can only be extracted serially. This, 
herefore, makes the machine slower, particularly if a 
rge number of ‘digits is being handled in each 
three stores so far described — valve, magnetic 
and delay line — are all called fast stores and if 
uld be unlimited in size, we would have our 
: computer. The magnetic core would, in fact, 
most suitable, as it can retain the information 






















be.stored for every job to be carried out by the 
omputer, and the only problem would be to ensure 
at queries can be answered as easily as they can be 
hen referring to a punched-card file. However, it 
d not be possible to provide such a large store, 
in on the largest machines, mainly on economic 
rounds, and, therefore, only a small immediate 
ccess store is provided which i is connected to a much 
rger and slower store. This causes some delay 
etween calling for information and making the 
onnection to the store. | 


| ACCOUNTANT 


r suitable store would be an ` 


isting of a series of valve switches, correct one is found. A slower, yet cheaper, storei is th 


rhen the machine is switched off. All the data 















The slower stores provid ed wë include. 
number of delay lines, each. holding. more than one ` 
number. This would economize on the circuitry 
since only one read and write channel is required o 
each delay line, but would be slower since ever) 


magnetic drum. The size of the store can thereby. b 
considerably increased, but the access time g: 
rises since the computer might have to wa 
the drum is revolving until the: storage 
required comes under the reading or writing 


The use of stores with several access speeds — 
introduces complications. Every ` job must be — 
organized by the programmer so that all information _ 
required by the computing centre can be transferred ` 
from the slower stores to the faster stores without - 
delay. The manufacturer sometimes assists in this by — 
arranging that while transfers between different levels _ 
of store are being made, the remainder of the machine _ 
can continue with further processing. However, the 
more levels of store that are provided, the greater the _ 
difficulty for the programmer if he is to get the best . 
out of the machine. 3 


There is no rule which can be laid PH as to e d 
ideal combination of store for any particular job, and - 
there are considerable differences. between those ` 
chosen by different manufacturers. Leo I] and Deuce. 
both favour a very large delay line store with lines ` 
holding from one location down to the slowest with 
thirty-two locations. In each case these are backed up 
by one or more magnetic drums. The Ferranti . 
Pegasus, however, has a small store of fast delay `` 
lines each with one location and again backed by a — 
drum. The National Elliott 405 lies between these — 
with a delay line store which can be backed by a ` 
very large magnetic disc. Another system has been | 
adopted for the Hollerith Hec 4, and the IBM 650, — 
where all the data is held on a magnetic drum, which _ 
in the case of the 650 revolves at a very high speed. vs 
The Emidec, when it is built, will use a large magnetic ` 
core store, all the contents ot which can be read by — 
the computer without delay, and this will be backed ` 
by a magnetic drum. The stores in the variou 
machines are set out in more detail in. T 

Considering the economics of the 1 
basic machine, as described above, 
prisingly little variation in the cost of : 
computers. Their prices range from around £40,0¢ 
up to £70,000, excluding the cost of any printer: 
The addition of an extra drum unit wit 
locations, possible on some machines, mi 
£15,000 to the cost. It is when considering - 
tape units or large random access st 
price rises rapidly into the six er ange 


















Even the provision of a Bee Nee ) 
does not solve the problem of holding al 
Although there is no oe between a 


Table of Maximum Size of e of the M. Main n Computers ine this Country 


Da = p ee 
EE core; 20,000, 40,000, or 80,000 


E 5 „digit positions (no access time) 
x Seet Rand. 2 ,000 10 10/000 locations M. 
SENE ;Univas Dp MU T. 

: EC 


nickel delay: lines: 55 locations 
- (no access: time); further 32 if 
magnetic tape 


"nickel delay lines; 32 locations 


(special properties); 128 lota- 
Dong (no access time); 160 in all 


Ferranti Pegasus 
z ‘Ferranti Perseus 


"nickel delay lines; 3 locations 


“National 
im {no a access time) 


“Elliott 405 | 


English Electric mercury Belay lines; 4 locations 


Deuce (no access time) 
IBM 650 one electronic location; 60 | 
l ` magnetic. core ` locations if 
magnetic. tape or. random 
| access store is used 
EME Emidec — core; 1,024 locations (no access 
-fime) i - 
Leo KSC mercury. delay lines; 13 loca- 
Ltd, Leo 1 tions (no access time) 
Hollerith Hec 4 | 2 electronic locations 
Remington Rand | magnetic core; 10 locations when - 
File magnetic tape used; 10 loca- { 
tions when drum used `" 
| Sma | I ES g 
. -Hollerith 555 3 electronic locations Ge 


J = Powers-Samas ME | segment of drum; 6 locations 


(no. access fime) ` 


“PCE. | 









(no access time) 
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nickel delay lines; 864 
:locations in. 16 word 
lines 





nickel delay. lines; 509 
locations in 16 loca- 
tion series 


-delay lines; 6 
locat ons.2 location 
Series; H locations 4 
location: series; 384 
locations 32 location 
es 


mercury delay lines; 


--focation: series 



















2,048 locations in 16 






e OR RANDOM 


ge dpi t6 30 "deena each’ | 


holding up to 60, ,000- 
arani 


drum; 4,096 locations 


drum if required 





4 ,096 locations on drum; 
or 16,384 or 32, 768 
locations on dise 


drum; 8,192 locations 


drum; 2,000 locations; 


ep to 4 random acces 
units each with 
- 600,000 locations 


each 8,192 locations 
up to 8 drums; each 
8,192 locations 
drum; 1,024 or 4,080 
locations 


high speed drum; 1,000 
locations; up to 10: 


any number of drums; ` 
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APR FILM 


ay Zeite ot tape 
s units ; , 


large: number à pe. 


units 


[up to 4 T 


up to 16 tape units 









up to 16 film units - 


up to 6 tape units 









up to 6. tape units 










any number st tape 
^ units: SESS 















magnetic tape now 
being fitted. 


up to 10 tape units 


random access druths;| ` 


each 15, ,000 locations. 


drum; 105 lotations 


drum; 160 locations ES 


locations on each. 


(| drum; 100 or 220 | NET 


Hons 56 


drum; 4 976 locations. lea 


up to 8 drums; done. ‘oan be fit 
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tape cit 
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cards 


cards and paper tape ——— 


cards ahd paper tape ` ` 


usually tape 
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ain store and some quite complex. commercial 
utines have been carried out with no great difficulty. 
re many jobs, particularly in the com- 
eld, where the sheer volume of data to be 























“space, or the fact that cards have 


has proceeded along two lines 
"whether information might be called 
| from outside the machine or not. These develop- 
ents are: 

(a) random access type of store; 

(b) magnetic tape. 


... The random access store has not been developed 
far except by IBM whohave produced the Ramac. 
The British Tabulating Co are also developing the 
. so-called slow drum which is intended to do a similar 
. Job. The aim is to provide a very large store, capable 
_ of holding all the data from week to week, and from 
» which information can be taken concerning any 
_ particular store without great delay. The Ramac 
_is coupled up to inquiry stations outside the com- 
_ puter, so that information can be called for at any 
time outside the machine as well as internally by 
the computing centre. This external access to the 
. Ramac can be made irrespective of the job that the 
. computer is doing at the time. 

_ This method of approach appears to be very 
_ attractive, but it should be realized that the applica- 
tion of almost any mechanized system involves 
processing in steps rather than continuously. A 














member of a clerical team can process continuously, 
and thus keep records perpetually up to date. But it 
. would be uneconomic to use a computer in this way. 
Similarly, every effort should be made to examine 
the possibility of limiting outside inquiries to, say, a 
| given time each day when they can be dealt with in 
one batch, and thus save the added expense of 
inquiry stations. ` 
The speed of accessibility of information in the 
e of magnetic tape will entirely depend upon how 
far apart the items appear on the tape. If they are 
dways spread out, as might be the case, when, for 
imple, only a few balances have to be selected 
m a large file of accounts, then the random access 
e of file would have advantages in spite of its slow 
access time. However, another method of 
iapnetic tape, which is being considered by 
ufacturers, is to extract the information 
uired from the main files and to write it on to a 
ond tape, using a separate device outside the 
outer. The prepared tape can then be read into 
uter without delay and the results written 
the master tape by reversing the process. 
another organizational difficulty in con- 
random access store in that it 
There is an exact analogy with 
edger and in both cases there 
-either to provide an index at 





























ently precludes the use of punched cards ` 


ion with the computer makes the _ 


ibersome. Development to over- . information outgrows the section se 





that there may be considerable 


There seems to be no great differ 


Computer Storag ub S 
To sum up, the pattern which most of the medium ` 
and large computers are following is, in general, 
becoming quite definite — there is a very fast store _ 
round the computing centre, then perhaps one or . 
more types of slow store and thirdly a magnetic tape __ 


or large random access type of store. Punched cards __ 
or paper tape are to be used only to put in any new 
data or changes to old data, Most of the man. 
facturers are willing and able to change the sizes of _ : 
each type of store as required; in particular two or 
more magnetic drums can be fitted to some machines, ` 

and in every case the number of magnetic ta 
is variable. ‘The choice of the correct machi: 
fication is a very difficult task. It is often possi 
carry out the same job on machines with very dii 
specifications, although the time taker 

smaller machine would probably be longer. 
is of little importance it would then be pre 
to choose the smaller machine. However, the 
many jobs (e.g. stock control or production : 
where a large number of part specifica 
held) which require such a large stt 
that to break them down into smalle 
make the whole process too long and unw 
here a larger machine would be essenti 
make a true assessment of 




















` fequired to do a job in the most effective and economic 


way, there is no substitute for a very detailed study 


` of the procedures to be carried out. E 


< e When considering the economics of the job, th 


-possible hire of time on a service computer should ` +a l 
` also be considered. Many of the machines to be ™ this country, and also the various types of stores 
| e "in each. However, while including this information, | 
it cannot be emphasized enough that when assessing ` 
might be possible to hire time from another com-_ -the merits of any computer, the combinatiun of stores 
puter user. It is probably true to say that the use of 


- installed by manufacturers and others for this purpose ~ 
will have a large storage capacity. Alternatively, it ` 


computers will only spread to the medium sized 
firms by means of hired time. It is often so difficult to 
realize the advantages to be gained by adopting a 


new procedure that management would be reluctant 


















practical knowledge. Once the po 
assessed, an order may subsequently be placed for | 
their own machine. ` 





ssibilities have been ` 


— Table I includes most of the machines available 


| must be considered with all other facilities, including ` 


the overall speed of the machine, the ability to operate 


various input and output channels independently, 
. aids to the programmer and other points. | 


(To be concluded.) ` 





. Weekly Notes 


Cost Accountants’ New President 


MÈ H. J. FURNESS, F.c.w.a., was elected 
President of The Institute of Cost and Works 
Accountants at the Institute's annual general meeting 

| held in London last 
Saturday. Mr Furness 
is manager of the plan- 
ning and organization 


Ltd and is responsible 
for market, marketing 


for the group both at 
home and overseas. 

Mr Furness was born 
in. Manchester and 
commenced his busi- 
ness career with the 
Dunlop Rubber Co Ltd. 





ment, he was chief cost accountant. He was admitted 


Can Associate of The Institute of Cost and Works. 
Accountants in 1934 and was elected to Fellowship. 


He has travelled. extensively for his company. 
throughout Europe, the Commonwealth and America” 
studying comparative productivity and manufacturing. 


possibilities. His home is at Beaconsfield, Bucks. 


THE VICE-PRESIDENTS mE 
Mr Edward Emmerson, A.C.A., F.C.W.A., Was re- 


elected a Vice-President of the Institute; he is a. 
director and secretary of Procter Bros. (Wireworks). 


Ltd, Leeds. : i ee BS 
_ After leaving school in 1928, Mr Emmerson joine 


department of Hoover. 


and economic research 


| ™ In 1936 he joined his. 
present company where, before his present appoint-. 






the firm of Armitage & Norton, Chartered Account- 
ants, of Leeds, where he qualified as an incorporated. 
accountant. He became secretary of his present 
company in 1938, general manager in 1944 and a 
director in the following year. | 

Mr W. S, Risk, B.COM., C.A., F.C.W.A,, who. was 
elected a Vice-President at the meeting, is chairman 
of the London Multiple Bakers’ Alliance, the trade 
association of the large bakers in London and south- 
east England. After attending Glasgow University and 
graduating at Edinburgh University, Mr Risk served ` 
his articles with Messrs Wilson, Stirling & Co, 
Chartered Accountants, of Glasgow and London. 
He is a director of H. W. Nevill Ltd and in 1955 he 
was appointed managing director of the Aerated 
Bread Co Ltd. | 


Municipal Treasurers' Conference 

T seventy-third annual general meeting and 

conference of The Institute of Municipal 
Treasurers and Accountants was held at Eastbourne 
on Wednesday, Thursday and Friday of this week, 
under the chairmanship of the President, Mr W. O. 
Atkinson, M.B.E., F.LM.T.&, County Treasurer, 
Middlesex County Council. 

The conference was attended by about 1,400 
representatives from local and public authorities 
who were addressed on Friday morning by the Rt. 
Hon. Reginald Maudling, M.P., Paymaster-General. ` 
Four papers were presented, all with reference to ` 
the Local Government Bill: Alderman R. Guymer, 
J.P., F.C.A., formerly chairman of the finance com- 
mittee, Lancashire County Council, gave an address 


Con. "The Local Government Bill- counties and _ 


county districts’; Mr C. H. Pollard, C.B.E., F.L.M.T.A., - 
F.&.A.A., City Treasurer, Kingston upon Hull, spoke ` 
on ‘the financial consequences of the Bill’; Councillor 
D. N. Chester, C.B.E., M.A., Warden of Nuffield Col- 
lege, Oxford, spoke on ‘some general thoughts’ on 
the new Bill. Mr A. L. Imrie, F.1.M.T.A., C.A., gave an 
address on "The Scottish Local Government Bill'. 

A full report of the conference will appear in our - 


.next issue. 





June gd at Bow Street Police Court, six men - 











ipanies were charged with conspiring 
h other persons unknown to cheat 


e Eric James Limpkin, aged 38, 
HE Church Road, Purley, Surrey; Arthur 
ohn Whitehead, aged 65, company director, of 
Abbey Lodge, Hanover Gate, Regent's Park, NW; 
Edwin John Hill, aged 54, investment manager, of 
. Fitzjames Avenue, W; Cecil Stanley Barnett, aged 53, 
financial journalist, of Kenton Road, Kenton, 
Harrow; Leonard Charles Cole, aged $4, stock- 
broker, of London Road, Wickford, Essex; and Frank 
Hay Livingstone Mackinnon, aged 41, of Church 
Road, Great Bookham, Surrey. The companies are 
W itehead Industrial Trust Ltd and Boundia 
Securities Ltd. The men were charged at Bow Street 
S in April and were remanded (The Accountant, April 
12th, 1958). 

c - Therei is a further charge against Boundia Securities 
« Ltd, Mackinnon and Limpkin of carrying on the 
: business of dealing in securities without the authority 
of a principals licence at 28 Berkeley Square, 
Mayfair, and a further charge against Limpkin of, 
between January rst, 1957, and May rst, 1958, then 
being an ‘undischarged bankrupt, being concerned 
_in the management of a company, Boundia Securities 





















_ Ltd, without the leave of the Court by which he was 
S ad judged bankrupt. 

— Mr Mervyn Griffiths-Jones, prosecuting, said he 
us asked to mention that there was a firm of stock- 
brokers of the highest repute, Whiteheads, Rossage 
.& Coles, who, owing to the coincidence in names 
wished to say that they had no connection with any 
of the defendants. Not for many years had there been 
a partner of the name of Whitehead or Cole. 

- Counsel went on to say that Boundia Securities 
j Ltd. was incorporated in December 1955 with an 
issued capital of £100. Mackinnon and his wife were 
directors; Limpkin was described as manager. The 
y sent out a fortnightly review to subscribers, 
ending shares for purchase. In many cases, 




























shares on. 'Tuesday and Wednesday, recom- 
them in the circular on Thursday, and then 
»em at a profit on Friday. 

said counsel, was employed on The 
ews City office staff and assisted by suggest- 
ecommendation i in the review. Cole 
i -of stockbrokers, Belisha & Co, 
high. repute. He acted as stockbroker for 
nd Limpkin. Whitehead Industrial Trust 
ated in 1936, with an issued capital of 
d was the sole director, and Hill 








pon edes in TatiG 


| counsel, Mackinnon and Limpkin were 


that "Limpkin obtained an option | 


uch persons as might be induced to | 
es of Tati Goldfields Ltd, and € 
fence was alleged to have been . 
May 1st and August 31st, 1957. 


ram 


Times, June 4th, 1958.) 


RE EC The defendant w y | 
` Mackinnon until October. $t and E ‘the others 
July 8th. o ae he 7 


Times, june roth, 1958). 


of Commerce in London on Wednes 






liar Issu 
recommending them to the goo subscribers. ` Thi 
shares rose to 9s but KEE fell Bede ( 


The hearing was continued o 


Revival of Colliery Company SON a 
HE Court of Appeal decision adverse to ae 
Revenue in C.ILR. v. Whitworth Park Coal Co 
Ltd noted in The Accountant of March 29th, 1958, Due 
has made it apparent that some colliery companies __ 
which have been nationalized have suffered deduc- —— 
tions of income tax from their compensation which __ 
the Crown was not entitled to make. On Monday, __ 
Mr Justice Wynn-Parry made an order on the appli- ` 
cation of the liquidator of Dalton Main Collieries Ltd __ 
that the dissolution was void on the ground that in ` 
view of that decision there may be other moneys, . 
namely tax, which the company might. be able to 
get in. Counsel for the liquidator said that this ` ` 
application might be the forerunner of others OM w i$ 
Times, June 10th, 1958). uc 


Winding-up ( Orders ` Sc 
R JUSTICE WYNN-PARRY on | de same un 
day adjourned for three weeks a petition for — 
the compulsory ,winding-up of Pena Industries Ltd — 
on the company's own petition. Counsel for the com- 
pany said the petition had been presented in view of 
the serious situation which was due primarily to the _ 
collapse of a banking company called Comcor Ltd, __ 
which was also in the list for winding up. (See The Uc 
Accountant, May 24th, 1958.) The adjournment ` 
was supported by creditors for £430,000. Later his 
lordship made an order for the compulsory winding- __ 
up of Comcor Ltd on the petition of South African 
Shippers Ltd of Cornhill, EC., judgment creditors — 
for £11,993. The petition was supported by creditar d 
for some £658,762, which included the liquidator of — 
Paragon Holdings Ltd, creditors for £243,628 
Another order made by his lordship : 
compulsory winding-up of Orthodox 
Ltd on the petition of a minority sharehol 
company did not resist the making of the ord The 














N ational Progress Report Vu 
posi progress report on our econor 
financial position’ was given by the R 
D. Heathcoat Amory, Chancellor of the E 
at a luncheon at the ninety-eighth a 
and conference of the Association of B 


The report was, he thought, ‘reasonably e 
-. He said that the Keng was dete 



















lie wage-pricé de doul be halted 3 anid m 
that he was most anxious to resume expansion as soo 
as he judged it to be safe; he was 'giving a gre 
deal of thought to what we oven to be SE late d 
in the year.’ He went on: : | 


“There is a good deal of iscedistion: about hie z 

» ways to expand. But one thing I can say; that is that ` 

when the time comes, we must see that industrial ` 

investment in the widest sense has a very high 
priority. With that in mind I was particularly glad 
in my Budget to have been able to increase the rates 

of initial allowances on industrial plant and buildings. . 


I know that it was not a very large increase but it 
was at least a move in the right direction and 
reflected my thinking on this matter.' 

Britain's external economic position was favourable 
but we would have to work very hard to maintain it. 

‘At home,’ he said, ‘production has levelled off. 

Investment and current expenditure both remain at a 

relatively high level. Unemployment is rising against 

the seasonal trend. The question is have we yet 
reached a position where production can safely 

be encouraged to expand without generating pressure 

leading to renewed inflation and higher prices?’ 

Much depended on the. outcome of wage settle- 
ments. over the next few months. If common sense 
and moderation prevailed, we should be within reach 
of a measure of stability which we have not enjoyed 
for years. 

Mr Amory defended the recent wage settlement 
‘on the railways as ‘reasonable and satisfactory’ from 
the anti-inflationary point of view. He did not wish 
to comment on current disputes and negotiations but 
a number of voluntary wage settlements had been 
reached. recently which caused him a good deal of 
anxiety because they seemed to go well beyond any 
probable increase in national productivity. He urged 
those concerned to remember that if settlements of 
that kind became at all general, then fresh inflationary 
pressure was bound to be generated. 


When Does a Trade Cease ? 


HE Court of Appeal has dismissed the appeal 
L of Air Vice-Marshal Bennett from the order of 
Upjohn, J. of December 17th, 1957. dE The 
Accountant, December 28th, 1957). . 
In 1950 Air Vice-Marshal Bennett was carrying 
on the trade of hiring out aircraft but on January 31st, 
in that year, he gave notice to the hirers of his 
intention to discontinue the trade. On March rath, 
1950, one of the aircraft crashed while returning 


. from a charter: flight. to Eire and thereafter there | ` 


were no hirings. The appellant received £38,000 
insurance in respect of the crashed aircraft and a 
— balancing charge was made on him under Section 17 


Ea of the Income. Tax Act, 1945, in the sum of £21,000, ` 
He contende d that the discontinuance of the trade su 
"s with. the. wreckin of the aircraft id | y go p 
ent giving ac to the balanc- - attitude? The comm tee f formed | the i im pression de 
lace before that discontinu- > 


cing charge could be - 





mt na sequence SE events was ws ee the 













ircraft, (5) notification to Air Vice-Marshal Bennett, _ 


| ? (c) immediate action taken by him on hearing the i 
t. news, with a view to discontinuance (Bennett v. 
Rowse (The Times, June 7th, 1958)). x 


Companies Annual Report : 

HE Companies General Annual Report for 1957! 

shows that the increase in the number of new ` 
companies registered in. Great Britain in recent. 
years continued during 1957. The number of 20,665 _ 
new companies registered in that year exceeds 20,000 ` 
for the first time since the Companies Act, 1948, - 
came into force, and is 18 per cent more than in the 
preceding year and 35 per cent more than the average 
for the previous five years. 

The total number of companies on the registers 
at December 31st, 1957, was 331,119, compared. 
with 317,988 at the end of 1956 and 171,404 at the 
end of 1938. The total comprised 314,751 private 
companies and 16,368 public companies. The. 
corresponding figures at the end of 1956 were 
301,534 private and 16,454 public companies. 

The number of new companies registered with a 
share capital in 1957 totalled 20,510 (17,417 in 1956), 
comprising 20,500 (17,401) private companies and 
10 (16) public companies; the total nominal capital 
of the companies so registered being £851 million 
(£75'5 million). 

During the year, 7,584 (7,180) companies were 
dissolved or struck off the registers, and winding-up 
proceedings were begun in. 3,256 (3,390) cases of | 
which 310 (365) were compulsory liquidations: = 

. The report describes some of the more important : 
company matters dealt with by the Board of Trade. 
The general information is supplemented by detailed 
statistical tables for comparison with previous years. 
A list of Orders and Regulations made under the 
Act 1s also included. 


Coal Costs 

HE committee appointed in March 1956 under ` 

. the chairmanship of Sir Thomas Robson, M.B.E., 
M.A., F.C.A., to inquire into coal distribution costs in o 
Great Britain issued its report on "Tuesday? ` 2 
The report : states that it is for the Go Ge e 
decide on the desirability or otherwise of decontrol ` 
in the price of house coal, but if. ontrol were ` 
decidéd on, the Government should arrange to keep ` 
in close touch with price movements. and the reasons | 
for them. It has now y Dee. annou ced E : : 
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the trade generally would prefer price stability rather 
than competition. 


The Government’s decision on decontrol will save 


1s 6d a ton. 


| Commodity Prices 
ib fall in commodity prices while benefiting 


the British balance of payments for the present, 


is causing some anxiety for the future since it is 
feared that overseas primary producing countries 
will not be able to maintain their imports from this 
country. The New Zealand butter producers have 
already expressed their fear that the proposed measures 


against the dumping of foreign butter will not be. 


sufficient to raise the price to a level. which they 
consider remunerative. The New Zealand Govern- 
ment has said that in this event they will have no 


5 Perkins 


HIS' week's reprint gives the accounts of F. 
Perkins Ltd, a company. that in some ways is now 


suffering from the effects of its own ‘pioneering 


success. The aim,: when Mr Frank Perkins, the 
chairman, started the business in the early 19308, 


was to design and produce a small high-speed diesel 


engine capable of being adapted to a wide variety of 
vehicle, industrial, marine and agricultüral purposes. 
Such à development at that time was of sufficient 
importance to warrant the support of the Finance 


Corporation for Industry, the Government-sponsored , 


institution backed by the Bank of England, and the 


insurance and investment trust companies. In due, 


time the company was supplying over ioo manu- 


facturers and exporting three-quarters óf its output. 


| With ‘the small diesel engine so proved, large 
vehicle: manufacturers ‘started to produce their own 
engines; one of them was Vauxhall Motors. In 
addition, in the year under review, there were the 
effects of the Suez crisis and the closing of the 
company’s most important eastern: market because 
of internal financial restrictions, The results are 
seen in the accounts which show a loss, before 


taxation, of £327,478 against.a profit of (768,934. 


Interim Figures Needed 


The board considers that though there is much 


good trading to be obtained by the company in the 
diesel engine field i in which it has built up a world- 
wide reputation, it is advisable to make other pro- 
ducts, non-competitive with.its present customers. . 
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administrative expenditure of {1 million per anrium,. 
but it is expected by the coal traders that there will 
be an increase in price of DEIWEEE one shilling to 
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alternative but fo ‘redueé their purchases from the 
United Kingdom. 

Some further evidence is provided by the Australian | 
trade figures for the first eleven months of (he current 
trading yéar. These show: an overall trading surplus. 
of £A36°8 million at the end of May but thià reflects 
a deterioration of £A213:5 million compared with 
the previous boom year. It is estimated that allowing 
for freight insurance and other invisible items 
Australia will have a current account deficit of about 
Ai so million at the end of the financial year. 

"The Australian trading deficit with this country in 
the first nine months of the year rose from. about 
£Ar4 million in 1956-57 to over £A77 million in the 
Corresponding periòd of.1957-58. Bearing in mind 
the large overall surplus earned by Australia in 
1956-57 these changes are not in themselves likely 
to require’ any drastic action. They may, however, 
prove to be pointers for the future and it is significant 
that the.latgest overall deficits have been shown 
during the last few months. 


Finance and Commerce 


Mr ‘Perkins: says that discussions are being carried 
on with other bodies, national and international, but 
that it would be prematire, to disclose the investiga-. 
tions. ` 

He also points out that the company has need of 
additional permanent finance and that despite 
feduction in stocks and debtors, it has been found: 
necessary to increase bank borrowings. He also assures 
shareholders that the corner has been turned; profits 
aré being inade in the current year, but no indication 
of the extent of the recovery 1s given. 

.lt is at times like this that shareholders need to 
know what is happening as soon as possible. It is 
not just a, matter of curiosity. Circumstances, are 
constantly occurring in life where decisions have to 
bé made on the retentiori or disposal of investments 
and for such decisions the most up-to-date infor- 
mation is necessary. ‘The answer is obviously in more 
frequent company reporting which in this country 
means, at least, half-year figures. Mr Perkins, however, 
does not seem to be a supporter of this, modern 
accounting development. May we ‘suggest that Sir 
Richard Yeabsley, C.B.E., F.c.A.. who sits beside Mr ` 
Perkins as EES chairman, should use > his influence? 


Overseas Taxation 


CHANGE has been made this year by the North 

British and Mercantile Insurance Co ‘Ltd, 
regarding the point in the accounts at which overseas 
taxation is shown. The board, says Mr -Cyri H. 
Kleinwort, the chairman, has considered for some 
time past that the taxes levied overseas on the profits 
of operations there should be included in the profit 
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and loss account instead of in the respective revenue 
accounts. 

The charges for United Kingdom taxation made 
in the profit and loss account, he says, always reflect 
the relief obtainable here in respect of overseas taxes 
and it is logical and more appropriate that those 
overseas taxes should be charged to the same account. 
The 1957 accounts have therefore been adjusted 
accordingly. 


Supplement 


ILMOT-BREEDEN (HOLDINGS) LTD - 
one of the big suppliers to the motor industry 
of bumpers, handles, radiator grilles, tipping gear, 
etc. — has issued a supplement with its accounts this 
year. 
The supplement runs to eight quarto-pages but 
it could, we feel, have been prepared to better advant- 
. Three sides are just blank, and the rest, if 
included in the bound report and accounts and in 
the type there used, could have gone into two sides. 
The information in the supplement gives a dis- 
section of every {100 of sales: the appropriation of 
profits in dividends, tax, and retentions; and a short 
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financial statement showing capital employed and 
the manner of its employment. 

On this capital, it is stated, the group earned a 
profit of £1,129,518 or 18:7 per cent. In assets value, 
the 5s ordinary are worth 7s 3d and the 9 per cent 
dividend is therefore equivalent to 6:2 per cent and 
covered 2:9 times. 


P. & O. Stockholders' Visit 
BOUT 220 stockholders of the Peninsular & 
Oriental Steam Navigation Co Ltd visited the 
company's ship Chusan, berthed at King George V 
Dock, London, on Friday of last week. The ship was 
open to the guests' inspection and guides conducted 
parties on tours; a luncheon followed. 

This was the tenth such visit since their inaugura- 
tion in 1955 and over 3,000 stockholders have so 
far had the opportunity of being the company's 
guests on these occasions. The visits are invariably 
over-subscribed and allocations are made by ballot. 
Two further visits are to take place next autumn. 


Next Week's Reprint 
'The accounts of Johnson & Phillips Ltd will provide 
our reprint in next week’s issue. 


CITY NOTES. 


S CIS continue to be characterized 
by a reasonable firmness of undertone but by a very 
limited flow of business. The general assumption 
that the United States recession has levelled off and 
that the United Kingdom economy should be able 
to ride out the coming seasonal pressure on sterling 
without any undue strain has brought a condition in 
which selling of investments seems inadvisable but 
in which new buying seems unwarranted. 

One of the key pointers to a strong revival in world 
. tråde would be an advance in metal and commodity 
prices but there is as yet little sign of such an event. 
Unloading of Russian and ‘Iron Curtain’ metal 
supplies on world markets is one main reason for 
the continued depression of metal prices. 

That is particularly so in tin where producers abid- 
ing by the regulations of the tin buffer stock scheme 
are seeing Russian metal come on to the markets at a 
time when they are not only forced to cut back 
their own production but also to make payments in 
cash or in metal to the tin stock pool. 

Reverting to the stock-market position the immedi- 
ate future is bound up in new issue operations to a 
considerable degree and the £25 million Associated 
Electrical Industrial 6 per cent debenture issue due 
to be made next week is expected to be followed by 
other sizeable offers both in the trustee list and in 
the industrial financing field. 

Investment funds are being held in check for the 
support of new issues, it is maintained, but it is the 
general uncertainty of the present labour and 
industrial situations rather than any demand for new 
money that makes for sluggish stock-markets. 


RATES AND PRICES 
Closing prices, Wednesday, June 11th, 1958 


Bank Rate | 
May 13, 1954 % Feb. 7, 1957 5% 
Jan. 27, 1955 d Sept. 19, 1957 Ge 
Feb. 24, 1955 4 d Mar. 20, 1958 696 
Feb. 16, 1956 st% May 2a, 1958 54% 
Treasury Bills 


£5 3s 10:81d*/, 


April 3 
May 16 Ai 35 11°49d% 


April x1 25 6s 619d% 


April 18 AS 44 0°934'% May 23 16s 5'96d% 
April a5 5 3s 697d% May 30 fa 16 3°84d% 
May 2 £5 1s 1'934% June 6 4 14 5°72d'% 
Money Rates 
Day to day 33-44% Bank Bills 
i days 4t-48% 2 months 41-41 
ine Trade Bills 4 months A ii 
' $3 months 6-64 % months 41-4196 
4 mon 6-64% months 43-4176 
6 months 61-617, 
Foreign Exchanges 
New York 2:811- Frankfurt 117701-i 
Montreal 2a70dk Milan 17421-3 
oe , s Sie 20-01-01] 
russe 139'371— 40 aris 11771—781 
Copenhagen 19:341 Zurich E l 
Gilt-edged 
Conaols 2$% solr.d. Funding 4% 60-90 871 
Consols 4%. 753 Savings Steen, Bj 
War Loan 3175 6 avings 376 55-65 88 
Conversion 34% 66$ Savings 3% o 78 
Conversion 34%, 1969 85 Savings 3% 65—75 73 
Exchq’r 54% 1966 102 24% 
Funding 3% 66-68 83 Treasury3$%77-80 oe äerd 
Funding 3 re 59-69 . 8r Treasury 34% 79-81 76 
. Funding 3$9599-0471:4«x.d "Victory 49$ =  g4$x.dgs. 
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Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, ` 
the opinions expressed. 


Dividend Stripping: Intermediate 
^ Companies 


| Sm, ~ I refer to your article in the May 24th issue of 


The Accountant on the Finance Bill, and in particular 
to the second paragraph of the first column on page 


. 619. The provisions of Schedule 8, paragraph 15 (5) 


of the Companies Act, would make any payment of 

the dividend from the intermediate company ultra 

vires and therefore not a dividend which would be 

properly paid to the finance house under a tax 

deduction certificate. 

I should appreciate your comment on this point. 

Yours faithfully, 
TIMOTHY HOLLAND. 


[Paragraph 15 (5) has application only where the 


relationship of holding company and subsidiary exists. .. 


If the intermediate company acquired only 10 per 
cent of the shares of the company to be stripped, as 
stated in the example referred to, it could not be the 
holding company and therefore paragraph 15 (5) could 
have no application. We do not therefore need to go 
into the question of what the effect of paragraph 
I5 (5) would be if it did apply. — Editor.] 


Back Duty 


SIR, - We have been asked by a client to prepare 
statements of capital worth for the years 1947 to 
1954, the reason for this being that for these years 
his accounts were prepared by another (unqualified) 
accountant, and the Inspector has, following the 
submission of first accounts by ourselves, discovered 
that the accounts he has been receiving could not 
possibly have been correct, We would like to know 
whether, in view of the fact. that annual returns have 
regularly been sent in, and the client was, he tells us, 
never aware that his accounts had not been accepted 
— he being unable to read or write — the Inspector 
can go back as far as this, the year 1950-51 now 
being out of date; or if he can, then can he raise the 
usual penalties under these circumstances? 

We have told our client to arrange for all payments 
to be by cheque, and his wife to keep the books and 
write the cheques as far as possible; he gets the 
business men he deals with to write out their own 
cheques from his book, which he signs, He has only 
one employee whom he pays from a cheque he draws 
weekly for himself and small sundry items. 

Readers' advice would be appreciated. 

. Yours faithfully, 
NORVICTUS. 


[Having made the discovery that all is.not well, the 
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Inspector can submit additional assessments for all the 
years referred to. On appeal he would have to satisfy 
the Appeal Commissioners that some form of fraud or 
wilful default had been committed by or on behalf of 
the taxpayer in relation to income tax for the years 
before 1952-53, but for subsequent years the whole 
onus of proof would be on the appellant. Once appeals 
are launched, the Commissioners can issue a precept 
requiring further information. Moreover, where the 
Board of Inland Revenue are not satisfied with a ` 
taxpayer's returns, they too can demand further 
information. It is with this background that the 
Inspector asks for statements of capital worth. As to 
the course to be pursued by ‘Norvictus’, it is suggested 
that legal professional advice should be obtained. — 
Editor.] 


Double Taxation Relief 


Sir, - It may be of interest to your readers to know 
that the Board of Inland Revenue has recently 
adopted a new procedure for the treatment of income 
where both relief under Section 201 of the Income 


"Tas Act, 1952, and tax credit relief are available. 


The Board has now decided that the following 
procedure shall be adopted: 


(a) In computing the claimant's effective rate of 
United Kingdom tax (paragraph 5,.Sixteenth 
Schedule), Section 201 relief is to be taken into 
account; l 

(b) the limit on the aggregate of credit and Section 

` 201 relief (paragraphs 2 and 11, Sixteenth 
Schedule) is to be income tax at the standard 
rate plus surtax at the average rate over total 
income (instead of tax at the effective rate); 

(c) the addition for foreign tax to the income 
received by the claimant (paragraph 8 (3), 
Sixteenth Schedule) 1s to be the amount relieved 
by credit and no more (instead of the amount 
relieved plus any amount not relieved because of 
the limit on the aggregate of Section 201r relief 
and credit). - 

- The effect of this change in practice will be to 
greatly reduce the number of cases in which any 
restriction on the two reliefs is required and to 
render the restriction which is necessary in the 
remaining cases smaller than before. 

- It is understood that district Inspectors of Taxes 
are being instructed in the above procedure but that 
some time may- elapse before detailed instructions 
can be fully issued. It is suggested that in the event 
of any difficulty, district Inspectors should be asked 
to submit the papers to their head office for advice. 

. Yours faithfully, 


Eds SWir. D. N. SIMS, r.T.1.1. 


The Dividend Problem 


Sir, - I hasten to come to the rescue of 'S.0.8: 
(May 31st issue); I would not like him to ‘disappear 
without trace’. . 

(1) The ‘dividend problem’ is the difficulty created 


by relating the ordinary dividend to a part only 


(as it normally is) of the capital to which it relates, 
thus producing (in. most cases) an entirely false 
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relation to the real capital concerned. This creates 
a wrong impression of the return on his investment 
received by the shareholder and embitters industrial 
relations. The problem is recognized to be a major 
one, both industrially and politically, and I would 
recommend ‘S.O.S? to study it. He may then 
realize the importance of trying to solve it. 

Shares of no par value are an easy way out 

financially but unfortunately not, apparently, in- 
. dustrially or politically. Hence the proposal put 
forward by me. No legal change can be brought 
about without a legal substitute. My suggestion 
offers a substitute which could, I believe, be adopted 
legally. Hence my proposed substitution of legal 
‘capital and investment allowances’ for arbitrary 
depreciation for the purpose of arriving at the 
'equity to be used for purposes of the EES 
dividend declaration. 

(2) In my proposals I have tried to allow both for 
a possible legal substitute (for purposes of the 
ordinary dividend) for the present ‘par value’ of the 


ordinary capital, and for the objection that will be - 


raised that deduction from the trading profit of only 
the legal allowances to arrive at the ‘profit’ would not 
present a 'true and fair view'. Hence GH DE to 
deal with the matter in the two stages. Àn 

deduction over and above the statutory free 
is merely *writing down', and the Inland Revenue's 
attitude is that such writing down’ is purely a use 
of profit, not an item that can justifiably be deducted 
to arrive at the profit. Directors and accountants 
do not, ih general, subscribe to this view and are 
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not therefore likely to be willing to accept that it 
shows a 'true and fair ‘view’ of the business. On 
the other hand, there is such a wide divergence 
of opinion on what does constitute a ‘true and fair 
view that there is little possibility of any such 
‘view’ being adopted legally for the purpose of 
producing an ‘equity’ value to which to relate the 
ordinary dividend, as a percentage, in place of 
the ‘par’ value of the ordinary capital to which the 
dividend is normally related (as a percentage) at 
present. 

3) Replacement of fixed assets is a matter solely 
for “the directors. Such assets can be either simple 
replacement or replacement cum improvement. 
Improvement in any case must come out of retained 
profit or additional capital (permanent or temporary). 
That is the Inland Revenue’s outlook and practice. 

(4) As stated in my letter published in the same 
issue as that from ‘S.O.S, the word ‘yardstick’ - 
in the article to which I referred in my own article, 
was presumably used in a figurative sense. It did not, 
as I judged, refer to the £r sterling but merely to 
the basis of determination of the amount to be 
allocated each year to cover: so-called ‘depreciation’. 
That basis remains constant in that it must relate, 
whether under inflationary, stable, or deflationary con- 
ditions, to a formula, not to money values as such. 
It is the formula that is the debatable point and there 
appears to be little prospect that accountants or 
directors will reach agreement on this. 

Yours faithfully, 


Birmingham. N. K. MOUSLEY. 


Reviews ` ` 


SHORTER NOTICES 
INTRODUCTION. TO MECHANIZED ACCOUNTS. Fourth 
Edition, by Andrew F. Linton. (Sir Isaac Pitman & 
Sons Ltd, London. 16s net.) This manual takes over 
where the ordinary textbook on book-keeping leaves 
off. Its object is to help the reader to understand how 
books of account may be kept by mechanized means. 
After explaining how machine posting differs from 
pen posting, the author considers in turn invoicing, 
the cash-book arid ledgers, the payroll and the trial 
balance. There are also a glossary of technical terms, 
a list of accounting machines and their manufacturers 
and an index. The text, which is fully illustrated 
with specimen forms, is written in straightforward 
language and should be readily understood by the 
intelligent machine operator. 


BUSINESS STATISTICS AND STATISTICAL METHOD by 
H. J. WHELDON, _B.COM.(LOND.), F.C.W.A., F.A.C.C.A., 
A.C.i.8. Fourth Edition by G. L. B.COM, 
(LOND.), F.8.8., F.L8., A.C. = (Macdonald S Evans 
Ltd, London. 15s net.) Firs ee in 1936, the 
continuous aim of this manual has been to provide a 


complete elementary course in business statistics. The . 


‘for business’ < 


new edition now available has been completely revised 


and reset to keep up to date with changes in exami- 
nation requirements, It is odd, however, to find that 
most of the examination papers reproduced are of no 
more recent date than 1955. 


GUDE TO COMPANY SECRETARIAL WORK. elt 
Edition, by G. K. BUCKNALL, A.C.LS, (HONS.). (Sir 
Isaac Pitman & Sons Ltd, London. ros net.) 
practical guide first appeared in 1910 and the present 
edition, replacing that of 1949, has been prepared to 
bring the text into line with modern practice. 
PROCEEDINGS OF THE CHARTERED ACCOUNTANTS’ 
AUSTRALIAN Concress (The Institute of Chartered 
Accountants in Australia). The first all-Australian 
congress of chartered accountants was held in 
Melbourne in May of last year. In this volume, the 
proceedings are recorded in detail and include an 


address given by Mr. John Ryan, C.B.E., M.C., On 


"Ihe chartered accountant’s role in industrial 
management’. The titles of the technical papers 
discussed were ‘Desirable amendments ro compan 

legislation’, ‘Modern. concepts of auditing practice’, 
"Ihe chartered accountant in practice’ and. ‘Finance 
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At —— and ordinary meetings of the Council held on 
Wednesday, June 4th, 1958, at the Hall of the Institute, 
Moorgate Place, London, EC2, there were present: 

Mr W. H Lawson, Cap, President, in the chair; Mr W. L. 
|Barrows, Vice-President; Messra J. Ainsworth, M.B.E,, H. Garton 
Ash, O.B.E., t C. P. Barrowcliff, T. A. Hamilton Baynes, 

.: Bell, A. Benson, C.B.&., J. Blakey, W. G. Campbell, 

P. Port W. S. Carrington, G. 'T. E. Chamberlain, D. A. 
Clarke, J. Clayton, C. Croxton-Smith, W. G. Densem, A. S. H. 
|Dicker, van, S. Dixon, W. W. Fes, Sir Harold Gillett, M.C., 
| Mensrs J. Godfrey, P . F. Granger, J. S. Heaton, D. V. House, 
'Sir Harold Howitt, G.9.5., EE M.C, Messrs P. D. Irons, H. O. 
Johnson, H. L. Layton, R. os ‘Leech, M.B.E., T.D., R McNeil, 

ertram Nelson, C.B.E[,, W. E. Parker, C.B.&., S. J. ‘Pears, C. U. 
Peat M.C., P. V. Roberts, Sir Thomas ded M.B.E., 'Mesara 

F. Saunders, C. M. Strachan, ons. Jc E. Talbot, E. D. 
FM G. L. C. "Y'ouche, A. p. CURA V. Walton, M. Wheatley 
Jones, E. E G. Whinne . Montgomery Williams, R. P. 
| Winter, M.C., T.D., Sir Richani Ye Yeabsley, C.B.R., with the Secretary, 
jand Assistant Secretaries. 

ELECTION OF THE PRESIDENT 

| THE PRESIDENT: Gentlemen, the first item on the agenda 
of the ordinary meeting is to elect a President. I call upon: 
(Sir Harold Howitt, 


| Sm Harop HOWITT, G.B.E, D.8.0., M.C., D.C.L: Mr 
| President and gentlemen, I have over mány years watched 
‘the senior Past President of the Institute make a recom- 
| rmendation to the Council as to who should be the President 
| for the ensuing year, and I have always felt, when he has 
got up, what a great privilege and what a great responsi- 
i bility is his. 
/ ‘Today I feel that privilege, just as all my predecessors 
i have done, but quite frankly I do not feel much of a 
| responsibility. I say that because I am sure you all know 
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| who I am going to propose, and I am quite sure that you. 


| will all endorse what I recommend. In short, I propose to 

, you that our Vice-Presidént, Mr William Leonard Barrows, 
|! should be elected President for the ensuing year. (Applause.) 
| It is impossible in a few words to attempt to cover the 


| life history of Mr Barrows but I will try quite md to- 
| say a few things about the extent to which he has helped’ 


| this Council and the profession; and also a few words on 
| the personal side. 
| -On the personal side, he started well by being articled 
| in his present firm of which he is now senior partner — 
| Messrs Howard Smith, Thompson & Co. Mr Barrows 

attained honours in both of his Institute professional 
| examinations, being placed third in the Intermediate and 

| fourth in the Final; and I am sure no one is more pleased 
i than he that in this regard he has been left standing by his 
; son who recently got first honours in his F inal examination. 


Notable Record of Ser vice 


| 
| Mr Barrows joined the Council in 1941 and has been, at 
| one time or another, a member of all its important com- 
| mittees and he has been chairman of many of them. It is 
hard to pick and choose in the wonderful record of service 
| which he has given to the Institute, but I suspect that the 
committees which have given him the most satisfaction are 
‘ those which deal with the future and the fortunes of our 
, students, our young members, and with the future of the 
profession, 

He has played a notable part on the Examination Com- 
mittee, having both set and moderated papers himself. He 
has been a major influence in the Oxford Summer Courses, 
in the University Scheme and in all matters concerning 
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articled clerks. He was a leading figure on the Planning 


Committee which sought to guide the future of the Insti- 


tute following the upset of the war; and in particular, he 
helped returning members in their refresher courses. 

He took a leading part in the attempts at co-ordination 
of the profession, as I well know, and he also took a leading 
part in the eventual integration with The Society of Incor- 
porated Accountants. 

Mr Barrows seems to have an infinite capacity for hard 
work and it is surprising to all of us who meet him here 
and know the time he gives to Institute affairs to recall 
what he does in his professional work in Birmingham, and 
to know that he is.also chairman or a member of the board 
of many distinguished companies. It is very helpful that 
we should have as a member of the Council, and particularly 
as President, someone who knows the industrial side of the: 
problems of the day, as well as the professional side. 


A Distinguished Citizen of Birmingham 


His advice has been sought by the Government as a 
member of the Excess Profits Tax Advisory Panel and as 
a member of the board of referees. He is a distinguished’ 
citizen of Birmingham, where he helps in municipal affairs 
as.a magistrate, as a governor of the university and as a 
member of the board of the Midland "Teaching Hospitals. 

With all these responsibilities on his shoulders, he- 
none the less keeps up a cheery and smiling countenance - . 
I nearly said cherubic! He is one of those who never inter- 
vene in debates unless he has something really helpful - 
and worth-while to say; and for that reason, he is always 
listened to with the greatest respect when he Speaks. 

He has always kept himself fit, having been a member of 


-the XV at Marlborough and having indulged in sports ever 


since — particularly his week-end Saturday shoots. I hope 
he will not allow the extra duties that are to be put upon 
him, as President, to interfere with those Saturday shoots, 
and I would like to suggest to him that, so far as he is able, 
he should persuade provincial societies that they should : 
not always have their meetings on a Friday evening — at 
any rate, if they are a long way from Birmingham. If he 
could succeed in this he would be helping many others 
besides himself! (Laugfifer.) 

With the greatest confidence J commend to you Mr 
Barrows as in every way suitable to be elected President 
of the Institute, and I so propose, (Applause.) 


_ Tue PRESIDENT: I call upon Mr Parker. 


: Mr W. E. PARKER, C.B.E., F.C.4.: Mr President, I should 

like to second the proposal that Sir Harold Howitt has made. 
I do so very warmly and sincerely but I shall also do it 
briefly for two reasons; first, because having listened to Sir. 
Harold I cannot think that Mr Barrows needs any further 
commendation; second, because I believe he is a foolish 
man who would try to embellish or embroider anything . 
that Sir Harold says. 

Sir Harold has indeed referred to all the important matters 
in Mr Barrows’ record save one. I should like to repair that 
omission by referring now to the honorary dégree of 
Doctor of Laws which has been conferred upon Mr Barrows 
this year by the University of Birmingham. That is an 
honour of which he may well be proud. 

But it is not on past record alone that we should judge the 
suitability of a candidate. I venture to say that in any ia 
office character is what counts most. I have only had 
privilege of seeing Mr Barrows in the work of the Council 
and its committees for a little over twelve months; but that 
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his ability not only to sce clearly the right objective but, 
having done so, to go straight for it with determination. 
Mr Barrows is a Marlburian and having (as a visitor) 
spent at Marlborough the coldest night of my life, I 
regard it as a rugged school! Perhaps that is where some of 


Mr Barrows’ strength of character was bred. I am reminded - 


of a certain O.T.C. field-day in the early 19203 when 
Marlborough and my own school were on opposing sides. 
The plan of the battle was completely disrupted by the 
appearance of a Marlburian section behind our lines. 
They had got there by going straight for their objective, 
regardless of boundaries. (Laughter.) To the enraged um- 
pire on horseback who demanded heatedly how the dickens 
they had got there, their section-leader replied: ‘Sir, by 
Seer grit!’ (Laughter.) 

I do not know whether that section-leader was Mr 
Barrows but I feel very sure that, as President, he would 
lead us with a like directness and determination; and for 
that reason in particular I would like to support his candida- 
ture. (Applause.) 


THE PRESIDENT: I put that to the meeting. 
The resolution was passed by acclamation. 


Mr Lawson: Mr President — if I may be the first to call 
you that — I have much pleasure in investing you with this 
badge of office and wishing you a very happy and successful 
year. 


Mi Banova (taking the ce: I thank you, Sir 
Harold and Mr Parker, for all the kind and flattering things 
you have said about me in proposing and seconding my 
election as President of this great Institute. I also thank the 
members of the Council for the spontaneous manner in 
which you have received the resolution. 

I must admit that I am somewhat overwhelmed by your 
kindness and overawed by the duties and responsibilities 
which lie ahead. The coming year will be the first full year 
of working since the implementing of the arrangements with 
The Society of Incorporated Accountants. With approxi- 
mately 10,000 new mernbers (I believe we were told this 
morning that it is 9,972) it must be a year of consolidation 


and of adapting our plans and ideas to the present needs. . 
One of the most pressing problems is a review of the whole 


of recruitment and training, in the light of the 

and changing national conditions. 
Sir Harold, I have now an opportunity of congratulating 
u on the honorary de of Doctor of Laws which, I 
baie. the university of your native city conferred upon 
u a few weeks ago. (Applause.) In that connection it has 
been suggested to me t perhaps we ought to re-write 
one of the graphs in the little booklet Why not Become 
a Chartered Accountant? -and refer to one of the possible 
advantages — that of obtaining honorary degrees! (Laughter.) 


Attaining an Ambition 
As an articled clerk in Birmingham and honorary 


secretary of the local students’ society, I had the privilege - 


of meeting a number of presidents during my articles; and 
I well remember that those meetings is cred me with an 
ambition to rise to the top of my chosen profession. Now 


today I become one of those very few who attain such an. 


ambition - and I feel extremely humble. 

I am glad that once again there is a President from 

Birmingham, a city with which my family has been asso- 
ciated for over two centuries and which provided me 
with my living and the opportunity to serve the profession. 
]t is SC & particular pleasure to know that the grand- 
fathers of two of my present partners are Past Presidents 
of this Institute. I refer to Mr Jarvis William Barber of 
Sheffield, who was one of the original petitioners for the 
Charter. I see his name up there on that extract from the 
Royal Charter; he was President of the Institute in 1912-13. 
And Mr Arthur Henry Gibson of Birmingham, grandfather 
of my partner, Mr K, J. Milligan, was President in 1916-17. 


EE 


THE 
ACCOUNTANT 


short time has been quite long enough to impress me with ` 


June 14th, 1958 


Vice-President under Mr W. D Lawson, our immediate 
Past President; I have been, the understudy who has been 
seldom called upon to take the place of his master. I do not 
wish to intrude on the preserves of other speakers but I 
must say what an inspiration and delight it has been to 
work under him. . 

Before closing I wish to express my gratitude to my wife 
and family, my partners and staff and my clients for their 
forbearance and understanding in enabling me to accept this 
office. This is the happiest day of my professional life and 
once more I express my gratitude for the confidence you 
have reposed in me and the great honour you have paid to 
the provinces and myself in electing me President of the 
Institute for the ensuing year. May I ever be mindful of the 
important duties I owe to the profession, and the Institute 
in particular, and justify that wonderful support which I 
know I am going to receive from the Past Presidents, the 
members of the Council, from Mr Maclver and the whole 
of his staff, and members generally. (Applause.) 


ELECTION OF VICE-PRESIDENT 
The next business is the election of the Vice-President. 


Mr H. GARTON ASH, opp, M.C.: Mr President, may L 
tender to you ray most sincere congratulations and very 
best wishes for a very happy year of office. 

Gentlemen, the very pleasant duty devolves upon me of. 
submitting to you the name of one of the members of this. 
Council for election as Vice-President of the Institute for 
the ensuing year. I am pleased to submit to you that of 
Mr Charles Urie Peat. (Applause) 

Charles Peat was born on See 28th, 1892. He was 
fortunate at the start for as that was a leap year and a little 
delay in arrival would have meant that Dy now he would 
have had only fifteen birthdays. (Laughter.) He went to 
Sedbergh and from there to Trinity College, Oxford, where 
he obtained a degree in law and was awarded his Blue. for 
cricket. He was articled to Mr G. B. Nancarrow, of London, 
in October 1913 and very shortly forsook accountancy for 
the Army; and by reason of his war service was exempted 
from the Intermediate examination. 

He became a member of the Institute in 1920 and com- 
menced practice in 1923, taking up his fellowship in 
1929. He was elected à member of Council in 1944. 
I am sure you will not expect me to give you a full list of 
his activities for the Institute. He has served on eight 
committees including General Purposes, Parliamen and 
Law and Investigation; and recently we have seen him as 
chairman of the Articled Clerks eg dealing with 
the intricate problems of integration as affecting articled 
clerks and bye-law students. 

In 1956 he was nominated by the President to serve on 
the adjudicating panel for the first award of the Sir Harold 
Bellman Challenge Cup of the Building Societies Associa- 
tion. We know that he takes a very keen interest in all the 
work of the Institute to which he sets his hand, and a very 
active part in all those duties. 


Son follows Father as Vice-President 


This will not be the first occasion on which a Peat has 

occupied the chair of Vice-President, for his father, the 
late Sir William Peat, wes elected to that high office in 
1905. We are indeed happy to see the son following his 
father into that chair. 

Charles Peat is a ‘Rough Rider’ and a good rifle-shot. His 
war service in the First World War was with the City of 
London Yeomanry ~ well-named “The Rough Riders’. His 
service took him to Palestine and Salonika, and he was 
awarded a Military Cross for his services in the operations 
leading to the capture of Jerusalem, He and I must have 
been very near each other in those days but again he was 
fortunate for he was covering the ground on horseback 
and not following up with the ‘P.B.I’! (Laughter.) His 

SC service did not entirely end with the First World 
or in the Second World, War. he served for a time 
Key the 6th Battalion Durham Light Infantry. d 
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| 
| Between the wars he spent two years in New York with 
his American firm. I will leave it to the seconder of this 
proposal to refer to his many activities outside the Institute. 
I commend this proposal to you not only for his work for 
the Institute but also on personal grounds which, as has 
already been said, are so important a factor — for ‘Charles 
Peat has a most engaging Paru 

Mr President, it is with full confidence that I propose 
Mr Charles Urie Peat be elected Vice-President of the 
Institute for the ensuing year. (Applause.) 


| „Mer G. F. SAUNDERS, F. c.A.: Mr President, it gives me the 
very greatest pleasure to second the proposal fo r the elec- 
tion, as Vice-President, of Mr Charles Use "Best Mr 
Garton Ash, in his roposal, has dealt very fully with Mr 
Peat’s professional life and his contribution to the affairs 
of the Institute through his work on the Council; but: in 
our Vice-President we look for one who is endowed with 
other qualities in addition to those arising from his profes- 
sion, and in Charles Peat we have a man who is rich in 
this respect, 

| Former Member of Parliament 


Besides being a man of courage, as his military career 
indicates, and a scholar, he has a great record as a sports- 
man. At Sedbergh he ‘earned his colours at er and 
cricket and was a member of the Shooting VIII; and in 
addition to being awarded his Blue for cricket at Oxford 
he afterwards played for Middlesex. My search through 
the pages of Wisden reveals that in the varsity match of 
|1913 C. U. Peat was stumped in both innings; but he has 
not always been ‘stumped’ as he was Conservative Member 
of Parliament for Darlington from 1931 to 1945 — fourteen 
years. He was Parliament Private Secretary to the 
President of the Board of Trade (then Mr Oliver Lyttelton) 
in 1941; Joint Parliamentary Secretary to the er of 
Supply, 1942-45; and Parliamentary Secretary to the 
‘Minister of National Insurance in 1945. 

Mr President, I believe this must be the first occasion 
in the history of this Institute that one who has held office 
as a Junior Minister bas been proposed for election as 
Vice-President. 
| In addition to all these activities, Charles Peat, whilst a 
man of the City, is essentially a countryman; and amongst 
lhis hobbies hé counts the pursuits of fishing and stalking — 
ECH which are particularly appropriate to one who 

Howa the occupation of a chartered accountant! (Laughter.) 

He also takes a keen interest in sylviculture (a pursuit 
He. al will stand him in very good stead as Vice-President 
by enabling him to pick out the wood from the trees!) 
wbilst-in his home in County Durham Charles Peat and 
his wife are most charming and gracious hosts. 

Mr President, in one with all these qualities we have a 
man who is most ably fitted to fill the post of "Vice-President 
of the Institute and I: have the very’ greatest pleasure in 
Be the proposal made by Mr Garton Ash. (Applause.) 


| Tye PRESIDENT: You have heard the resolution proposed 
and seconded. Those in favour? 


The resolution was passed by acclamation. 


| ‘Tum Parsment: I declare Mr Peat elected Vice-President. 
Mr Peat, I have very great pleasure in investing you with 
your badge of office. 


| Mr C. U. Paar, M.C., M.A, F.C.A.:: Mr President may I, 
Ibefore I. say anything else, support the remarks of Mr 
iGarton Ash in congratulating you on the office you have 
Just attained. We are most fortunate in having somebody 
2 Wie and so young to occupy the post which you now 
iho 

| Mr President and gentlemen, I have to thank you for 
ielecting me Vice-President; and those who proposed me, 
| Mr Garton Ash and Mr Saunders, for the very kind things 
‘they said about me.  . 

| This appointment is to me something more than an 


important event in-my life. It back into my heart, in 
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he were alive today he would be 106 years old, and it must 
be about ninety years since he came to London to try to 
earn his living, with his passage-money to Canada in his 
pocket. He got a job in an accountant’s office within a few 
days of the money he had allocated to himself for his stay 
in London running out. 

My father was forty years older than I was and I was 
too young to appreciate, or to share with him, his profes- 
sional life; but as a father he was all that. one could wish 
for. He was generous in the extreme, and his breadth of 
mind and affection are things Í treasure dearly; and so in 
occupying this chair my heart is definitely touched with 
the thought of what he would have felt bad be been alive. 

Mr President, I do not want to detain the Council today 
I know that when you were elected Vice-President you said 
(if my memory does not fail me) that you were fully aware 
of your limitations and that you approached your task 
with considerable humility. Well, Mr President, it is the 
mark of a great man to be humble — and that I give you in 
full measure; but I have yet to find out your limitations, 
I am afraid my limitations are all too obvious, but my 
knowledge of them enhances my appreciation of the great 
honour which has been conferred upon me. 

'The kind remarks that have been made by the proposer 
and seconder indicate that my experience as an áccountant 
is not very great. I have served for many years in America 
and in this country, but I did have that break of fourteen 
years when I was in Parliament, which was an important 
period in my life. 


Tribute to a Great Man" | ` 

It was said that when I was in America I served there 
with my own firm but that is not quite correct. I had the 
privilege of being connected with Messrs Price Waterhouse 
& Co, and being particularly under the paternal help and 
advice of George May; and I would like, here and now, to 
pay my tribute to that very great man who in many ways 
was my father in accountancy, 

I shall do my best to perforrn the duties of Vice-President 
to the satisfaction of all pae e 

Mr President, you are ing man - almost young 
enough to be my son, Sour dM that would have been a 
little precocious as far as I am concerned! (Laughter). 
I know the pace is going to be hot and my job in the next 

is to support you, and support you I will, to the very 
t of my ability whenever you call upon me. 

"The pace may be hot. There is a lot of work to be done, 
resulting as you have already indicated, from the broadening 
of the basis'of our profession and the changes which are 
taking place; but hot as the pace may be, I hope that at the 
end of my year of office and yours we shall still be within 

distance of each other. (Applause.) 


THE PRESIDENT: The next resolution is in the hands of 
Mr Touche. 


VOTE OF THANKS TO RETIRING PRESIDENT 


Mr G. L. C. TOUCHE, BA, F.C.4.:: Mr President and . 
gentlemen, I am very pleased that I have been asked to 
propose the vote of thanks to the retiring President. 
Although others could do it better, it LM es me the oppor- 
tunity of gi public expression to the very high regard 
et held Ea. I am sure that all those of us here who 
have known Mr Lawson for some time hold him in equal 


e Presidency which has just ended has been an 
arduous and historic one. In the long history of the Institute 
it will stand out as a notable milestone by reason of the fact 
that it marked the integration in our body of the great 
majority of Incorporated Accountants. Of this event Mr 
Lawson has been successively father, midwife and ‘nanny’ 
(laughter), and it is surely most fitting that it should have 
come to birth during his year of office. 

Before the birth there was some opposition and more mis- 
givings but as far as I can see, the ‘ivory tower’ in 
which we sit, the scheme has been generally aceepted- with 


that. you have-been: kind enough to' mention ‘my father. If? very little difficulty end is working smoothly and fruitfully. 
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That-this should be so is due in large measure to the 
personal qualities and exertions of the retired President. 

(Cries of ‘Hear, hear!) 

He has an acute intelligence which is able to isolate and 
clarify the essence of a problem. He has the strength of 
character to take hard decisions. Moreover, this powerful 
armament operates behind an unassuming façade of humour, 
tolerance and good nature, which few are able to resist. 
We are indeed fortunate to have had such a man to preside 
over us during the past year. 

There are many other things which might be said of 
Mr Lawson but as there is a seconder to the motion I 
must not exceed my stint. I therefore move that the Council 
records its deep gratitude to Mr Lawson for the service he 
has rendered as President of the Institute during the past 
year, fully appreciating the exceptional exertions which 
these services have entailed. (Applause.) 


Mr P. D. Irons, B.COM., A.C.A., seconding the pro- 
posal, said: Mr President and gentlemen, it is with the 
greatest personal pleasure and sincerity that I accept your 
invitation to second this vote of thanks to the retirin 
President. Mr Lawson was Vice-President when I joine 
the Council and I am most grateful to htm for the kindly 
way he helped me, as a 'new boy', to feel at home. 


Mr Lawson's Work for Integration 


In the same year I was privileged to give him some minor 
moral support - not that he needed it— at some of the 
meetings held to explain the principles of integration in 
the area of the South Eastern Society. All of you who 
heard him in action on such occasions will, I know, agree 
with me that he showed not only a complete mastery of 
the subject but an incredible ability to ‘put it over’ in an 
understandable way to his audience. His answers to 
awkward questions were not only honest and to the point 
but showed a degree of sympathy with any doubters which 
not only assured the success of the subsequent poll but 
endeared him to a very wide cross-section of the profession. 

This year I have had the very great pleasure and privilege 
of supporting him, as President of the South Eastern 
Society, on a number of occasions as one of the chorus of 
satellites attending district society annual dinners. If any 
of you gentlemen thought that your society was especially 
privileged by the charm of Mr Lawson’s manner on that 
evening, or the excellence of his after-dinner speech — 
always given without notes and varied to the occasion and 
to the speech which preceded it- you will have been 
mistaken. He was consistently on the top of his form, a 
tremendous credit to the Council and the Institute, and I 
was proud to be associated with him. 

If I may mention one last matter for which I feel sure 
posterity, as far as we industrial and commercial accountants 
are concerned, will always remember Mr Lawson's Presi- 
dency with gratitude, it is the setting up of the Consultative 
Committee to consider matters particularly affecting our 
interests. As soon as the suggestion that such a committee 
might serve a useful purpose was brought to Mr Lawson's 
attention he, to my personal knowledge, took a close 
personal interest in the proposal and in my opinion it is 
largely thanks to him that we now have a virile Consultative 
Committee which I sincerely hope and believe will help 
to weld all members of our profession more closely to- 
gether. I believe Mr Lawson will never have cause to feel 
that the support and help he gave to the idea was mis- 
placed. 

It is with the greatest pleasure and sincerity that I 
second this vote of thanks to you, Mr Lawson, for every- 
thing you have done to enhance the prestige of this Council 


and our Institute during your year of office as President. 
(Applause.) 


Retiring President's Response 


Mr W. H. Lawson, C.B.E., B.A., F.C.A.: Mr President and 
entlemen, Í am very grateful to Mr Touche and Mr Irons 
for the most kind things they have said in moving and 


THE 
ACCOUNTANT 


enjoy it. I took with a grain of 


June 14th, 1958 


seconding this resolution; and thank you, gentlemen, for 
the way in which you have.received it. 

When I started on my year of office I did not expect to 
salt the assertions of some of 
my predecessors that they had enjoyed themselves im- 
mensely. I accepted, rather, the statement of another Past 
President that he had let off fireworks in his garden on the 
day of his release! (Laughter.) 

Looking back on the past year, however, I find that it 
has been a very happy one. It has been a pleasant experi- 
ence to try, as best I could, to help in bringing the integration 
scheme into operation and in helping to promote that 
atmosphere of co-operation amongst all concerned which 
was — and still is — so essential for the success of the scheme. 

I am most grateful for the tremendous support which I 
have received during the year from Mr Barrows, as my 
Vice-President, from the Past Presidents and members of 
the Council, from Mr MacIver, our Secretary, the Assistant 
Secretaries and the staff of the Institute; and I am greatly 
indebted to my wife and to my partners who have given me 
such frequent and extended leave of absence. 

Mr President and gentlemen, thank you all very much. 


Re-admission 


One application. for re-admission to membership was 
acceded to. 


Appointments to Committees 


The following committees were appointed for the year 
1958—59: 
President ex-officio member of all Committees other than 
the Disciplinary and Investigation Committees. 
Vice-President ex-officio member of all Committees other than 
the Disciplinary, Investigation and P. D. Leake Committees. 


Applications 
E. Baldry, J. Blakey, C. Croxton-Smith, L. C. Hawkins, R. B. 
Leech, R. McNeil, H. Mann, G. F. Saunders, K. S 


Shuttleworth, J, E. Talbot, M. Wheatley Jones, E. F. 
ey, R. P: Winter, V. Walton. 


Articled Clerks 
L. Barrows, T. A. Hamilton Baynes, P. "E Carpenter, H. O. 
Johnson H. L. Layton, Bertram Nelson, C. U. Peat, J. E. 
albot, M. Wheatley Jones, E. F. G. Whinn A 


Disciplinary 
T. A. Hamilton Baynes, D. A. Clarke, C. Croxton-Smith, 
A S. H. Dicker, Sir Harold Gillett, Bertram Nelson, G. F. 


Saunders, C. M, Strachan, A. D. Walker, M. Wheatley Jones, 
E. F. G. Whinney, R. P. Winter. 


District Societies 


J. H. Bell, G. T. E. Chamberlain, D. A. Clarke, GH Croxton-Smith 
A. S. H. Dicker, P. F. Granger, P. D. Irons, H. O. Johnson, 
R. B. Leach, R. McNeil, J. C. Montgomery Williams, C. U. 
Peat, F. E. rice, L. W. Robson, K. G. Shuttleworth, C. M. 
Strachan, E. D. Taylor, A. D. Walker, R. P. Winter. 
Examination 

C. P. Barrowcliff, W. L. Barrows, T. A. Hamilton Baynes, W. G. 
Campbell, P. F. enter, D. A. Clarke, W. G. Densem. 
A. S. H. Dicker, J. Godfrey, J. S. Heaton, D. V. House, R, 
McNeil, J. H. Mann, Bertram Nelson, J. E. Talbot, A. D. 
Walker, V. Walton. 


Finance 


J. Ainsworth, H. A. Benson, W. S. Ur bene D. A. Clarke, 
J. Clayton, Á. S. H. Dicker, W. W. Fea, Sir Harold Gillett, 
DD Irons, F. E. Price, P. V. Roberts, E. D. Taylor, G. L. c. 


Touche, T. C . Montgomery Williams. 
General Purposes 
H. Garton Vu E. Baldry, W. L. Barrows, J. Blak S. 


ey, 
Carrington, A. 'S. H. Dicker, Sir Harold Gillett, Sir Harold 
Howitt, W. H. Lawson, C. U. Peat, L. W. Robson, Sir Thomas 
Robson, G, F. Saunders, C. M. Strachan, E. D. Taylor, R. P. 
Winter, Sir Richard Yeabsley. i 


Investigation 


H. Garton Ash, C. P. Barrowcliff, J. Blakey, P. F. Carpenter, 
P. F. Granger, D. V. House, S. J. Pears, E. D. Taylor. : 


THE 
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Library < a 

T. A. Hamilton Baynes, J: H. Bell, G. T. E. Chamberlain, 
D. A. Clarke, J. Clayton, J. Godfrey, J. S. Heaton, R. B. Leech 
K. G. Shuttleworth, A. D. Walker, E. F. G. Whinney. 


| Overseas Relations 

W. S. Carrington, W. G. Densem, Sir Harold Howitt, W. H. 
Lawson, H L. Layton, W. E. Parker, S. J. Pears, Sir Thomas 
Robson, G. F. Saunders, Sir Richard Yeabsley. 


l Parliamentary and Law 

H. A. Benson, W. S. Carrington, J. Clayton, W. G. Densem, 
W. W. Fea, J. Godfrey ag ted), P. F. Granger, Sir Harold 
Howitt, W. H. Lawson, R. E Leach (co-opted), J. H. Mann, 
W. E. Parker, S. J. Pears, Sir Thomas 

C. M. Strachan. 


| P. D. Leake 


W. G. Campbell, P. F. Carpenter, Bertram Nelson, Sir Thomas 
Robson. 


obaon, G. F. Saunders, 


Summer Course 


I 

W. L. Barrows, T. A. Hamilton Baynes, P. P, C ter, W. S. 
Carrington, A. S. H. Dicker, W. W. Fea, D. V. House, P. D. 
Irons, H. L. Layton, G. F. Saunders. 


London and District Society of Chartered 
' Accountants : 
The following members were appointed by the Council tọ 
serve on the committee of the London and District Society 
of Chartered Accountants for the ensuing year: 
Mr D. A. Clarke, Mr D. V. House, Mr E. F. G. Whinney. 


Joint Standing Committee of the Universities 
and the Accountancy Profession 


Mr Bertram Nelson was appointed by the Council to serve 


on the Joint Standing Committee of the Universities and 
the Accountancy Profession. 


| - l l 
i Professional Classes Aid Council 


Mr J. A. Allen, F.C.4., was appointed as the Institute's 
representative on the Professional Classes Aid Council. 

| Exemption from the Preliminary Examination 
One application under bye-law 79 for exemption from the 
Preliminary examination was acceded to. 


Exemption from the Intermediate Examination 


(a) One application under bye-law 63 (d) for exemption 
from the Intermediate examination was acceded to. 

(b) One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to. 


Reduction in Period of Service under Articles : 


Two applications under bye-law 61 for a reduction in the 
period of service under articles were acceded to. 


| Associates Commencing to Practice 


The Council received notice that the’ following associates 

have commenced to practise: 

Albury, Arthur James; A.C.A., 1951; (McCabe & Ford), 4 Queen 

| Street, Ashford, Kent, and at Cranbrook and Maidstone. 

WS e, William; A.C.A., 1958; (S. 1935); (Paul, Dowd & Co), 
80/86 Lord Street, Liverpool, 2. i 

Bartfield, William; A.C.A., 1954; (Bartfield & Co), 10 Butts 

; Court, Leeds, 1, and at London. ` . 

pasen Arthur Austin; A.C.A., 1940; 55 Hyde Road, Paignton, 

` Devon. 

Batchelor, David Walter, A.C.A., 1952; (Amherst & Shapland), 

: 45 High Street, Wellington, Somerset, and at Minehead. 

Bennett, George William D'Arcy; n) 1950; (Herbert Pepper 


E Rudland), Waterloo House, 20 Waterloo Street, Birmingham, 
a 


Bennett, Montague Alfred; A.C.A., 1958; (Maurice Thei & Co), 
|. Gloucester House, 19 Charing Cross Road, London, W2. 


| 
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Cavanagh, Wilfred; A.C.A., 1949; (Waterworth, Rudd & Hare), 
Central Buildings, Richmond ‘Terrace, Blackburn. 

Charles, John Bolton: A.C.A, 1934; (Robson, Morrow & Co), 
I4 Figtree Lane, Sheffield, 1, and at Birmingham, Glasgow, 
London and Johannesburg. . - 

Chater, Christopher Thomas; A.C.A., 1957; (Cattell & Chater), 
Bank Chambers, High Street, Kettering, and at Corby and 
Rushden. 

, Gerald Alfred; A.C.A., 1958; (S. 1950); (J. Wallace 
Williams & Co), 5 St Andrews Crescent, Cardiff 

Crane, Albert Gordon; A.C.A., 1958; (S. 1942); (Tripp & Crane), 
34. Fisherton Street, Salisbury, Wilts. ; 

Currie, Gordon William; A.C.A., 1958; (S. 1953); (fO. & W. B. 
Haworth), 44 Abingdon Street, Blackpool. f 

Dennis, George Armstrong; A.C.A., 1952; (Campbell, Toulmin 
& Co), Dalton Chambers, 41 John Dalton Street, Man- 
chester, 2. f , 

Elliott, Anthony Gordon; A.C.A., 1935; (TSproull, Goddard & 
Co), 2 Gayton Road, Harrow, Middlesex, and at London. 

Fénley, William Laurence John, MA: A.C.A., 1958; 117 St 
George's Square, Westminster, London, SWt. 

Freds, Ronald Victor; A.C.A., 1958; (S. 1941); (L. A. Clemence 
& Co), 46 Church Avenue, Beckenham, Kent, and at London. 

George, Howard Granville; A.C.A., 1958; (S. 1952); (J. Wallace 
Williams & Co), 5 St Andrews Crescent, Cardiff. 

Green, Tom Barratt; A.C.A., 1958; (5. 1953); (Stoddard, 
Goodwin & Green), 6 Commerce Street, Longton, Stoke-on- 
Trent. 

Grimwood, Victor Ernest; A.C.A., 1958; (8. 1954); (McCabe & 
Ford), 17 Hart Street, Maidstone, Kent, and at Ashford and 
C H S 


ranbrook. 

Groom, David Bedford; A.C.A., 1957; 35 Brookfield Avenue, 
Sutton, Surrey. 

Grut, Ralph; A.C.A., 1917; 33 West Hill, Sanderstead, Surrey, 
and at London. 

Guest, Peter Neil; A.C.A, 1951; (Caldwell & Guest) and 

] cBurnie & Constantine), 318 Tower Building, Water Street, 

iverpool, 3. . . 

Hill, Howard; A.C.A., 1954; (*R. S. Barnett, Hill & Co), 5 Great 
Eastern Avenue, Southend-on-Sea, Essex. 

Hill, Ian Frederick Donald; A.C.A., 1952; (Cook & Co), 24 North 
John Street, Liverpool, 2. 

Hinderer, Albert Alan; A.C.A., 1958; (5. 1957); (tAlexander B. 
Neil & Co), 49 London Wall, London, EC2. 

Jones, Bryan Johnson, B.4.; A.C.A., 1954; (*W. J. Matthews & 
Son), 34 Castle Square, Caernarvon, North Wales. 

Keley, Joseph Francis; A.C.A., 1958; (*Forrestal & Co), 1, New- 
gate Street, Newcastle upon Tyne, 1, and at Alnwi 

Lane, Peter William; A.C.A., 1953 (Trevor Jones & Co), 781 
Hertford Road, Enfield, Middlesex. 

Lewis, Harold Louis; A.C.A., 1957; (*Collingwood, Burrows & 
Riley), 19 Victoria Street, Blackburn. uu 
Maysmor-Gee, Thomas Charles; A.C.A., 1958; (S. 1949); (Clifford 

owers, Woodroffe & Co) and (*F. Roberts & Co), 15 Guildhall 

Road, Northampton; also at Rushden and Wellingborough 
GE. Roberts & Co). 

Meade, Eric Cubitt; A.C.A., 1957; (T Deloitte, Plender, Griffiths 
& Co), s London Wall Buildings, Finsbury Circus, London, 
EC2; (for other towns see 1 Deloitte, Plender, Griffiths & Co). 

Norris, Gordon Hubert; A.C.A., 1951; (P. A. Bridger & Co), 32 
High Street, Erdington, Birmingham. i 

Potton, Alec Frederick; A.C.A., 1958; (S. 1949); (J. W. Austin 
& Co), 8 Hitchin Street, Biggleswade, Beds. 

Pulley, Brian Robert; A.C.A., 1958; 76 Bilton Grange Road, 
Yardley, Birmingham, 26. 

Quarry, Brian Aubrey Herbert; A.C.A., rogo; (J. W. Austin & 
Co), 8 Hitchin Street, Biggleswade, Beds. 

Richardson, Brian Ernest; A.C.A., 1958; (*Stagg, Richardson & 
Co), 74 High Road, Chadwell Heath, Essex. 

Shiner, Thomas Christopher; A.C.A., 1956; (Rowland Hall & 
Co), 44/46 Orsett Road, Grays, Essex. 

Simler, Gerald Joseph; A.C.A., 1958; (*Simler & Co), 30 Thayer 
Street, London, Wr. - 


SEA 
‘S’ means year of admission to inembership of the Society. Firms 
not marked + or * are composed wholly of members of the 
Institute. 


T against the namé of a firm indicates that the firm, though not 
wholly composed of members of the Institute, is composed wholly 
of chartered accountants who are members of one or the other of 
the three Institutes of chartered accountants in Great Britain and 
Ireland. 


* against the name of a firm indicates that the firm is not wholly 
composed of members of one or the other of the three Institutes 
of chartered accountants in Great Britain and Ireland. 
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Small , John; A.C.A., 1939; (F. W. Popplewell & Son), 48/50 
M ey Street, Manchester, 2, and at Buxton and Southport. 
Stone, Kenneth Benj TET eie i , 1953; (1 Chalmers, Wade & 
rond Bennett's ham, 3, and at Liverpool and 

ndon, 

Swallow, Brian; A.C.A., 1953; (James Hardman & Co), 9 Church 
Terrace, Oldham, 

Towers, Basil Clifford; A.C.A., 1956; (Clifford Towers, Wood- 
roffe & Co), and (*F. Roberts & Co), 15 Guildhall Road, 
Northampton; also at Rushden and Wellingborough (*F. 
Roberts & Co). 

Vincent, Peter John Clarke, M.A; A.C.A., 1957; (Vincent & 
Goodrich), Salisbury Square House, Salisbury Square, Fleet 
Street, London, EC4. 

Mee John Brian; A.C.A., 1958; (S. 1956);,313 High Street, 


Weller, Royston; A.C.A., 1958; (SK. & R. Weller), 3 Newhall 
Street, Birmingham, 3. 
Kier Maurice Arthur, A.C.A., 1954; (Wilkins, Hassell & Co), 
o Warrior Square, Southend-on-Sea, Essex. 
Yates, | = David; A.C.A., 1953; 5 Littleworth Road, Wheatley, 


Election to Fellowship 


(a) Thirteen applications from associates for election to 
fellowship under clause 6 of the supplemental Charter 
(bye-law 31) were acceded to. 

b) Nineteen applications from associates for election to 
fellowship under clause 3 (6) of the scheme of integration 
referred to in clause 34 of the supplemental Charter were 
acceded to. . 

A list of:those who complete their fellowship before 
June 17th will appear in The Accountant of June 21st, 1958. 


4 


Admission to Membership 


It was resolved that seventy applicants be admitted to 
membership under clauses 9 to 12 of the scheme of inte- 
gration referred to in clause 34 of the supplemental Charter. 
A list of those who complete their membership before 
June 17th will appear in. The Accountant of June z18t, 1958. 


Admission to Membership under the Scheme 

of Integration 

The Council acceded to: applications froni 387 members of 
The Society of Incorporated Accountants for admission to 
membership of the titute pursuant to the scheme of 
integration referred to in clause 34 of the supplemental 
Charter. All the new members have been notified. The 
total number of members now admitted under the scheme 
i8 9,972. 


Incorporated Accountant Members 
Applications from the following Incorporated Accountant 
members, A.S.A.A., to use the letters F.S.A.A. under 
clause 4 (b) of the scheme of integration referred to in 
clause 34 of the supplemental Charter were acceded to: 
Appleyard, William; (1958); A DA A. 1934; Borough Treasurer, 

Bole lton Corporation, own Hall, Bolton” S 


Barraclough, Allan; (1958); AS. AA, 2v Borough Treasurer 
and Chie Rating Officer. Cl See Borough 
T s Office, Town Hau 


Biss, Richard William Henry, Mag: Gros 
Borough Treasurer and Chief Ra Rating cer, Wood 
Corporation, Town Hall, Wood Green, London, Naa. 

Bordoli St Zoe (1958); A.S.A.A., 1924; City Treasurer, 
Town Hall 

pele; Thomas Henry; (1958); A.S.A.A., perce tt 

Worcestershire County Council 

Wotan. 

Cowan, Ian Malcolm, m.3.z.; 
face Borough of 


Douglas, William Routledge; (1958); A.S.A.A., 1942; Borough 
Treasurer, Rating Officer and Taxation Officer, County 
Borough of Tynemouth, Town Hall, North Shields. 

Fielden, Herbert Skelton; (1958); A.S.AA., EK 
Treasurer, Middleton Boroug Council Pos all, Mi 

: ton, Manchester. ut d S eT 


7; County Treas- 
unty Buildings, 


(1958); CR ee 1930; Treasurer, 
ourne, 6 Upperton Road, East- 
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Frost, Frederick; (1958); A.S.A.A., 1940; Borough Treasurer, 
Willesden Borough Council, Town. Dyne Road, Kilburn, 
London, NW6. 

Gorvy, Harold Aubrey; 3 (1958); ASA A. 1950; (Jack, Bobrov, 
Levien & Gorvy),. ent House, aa Barrack Street, Cape 
"T'own, South Africa 

Harman, William Raymond; 1958); A.S.A.A., 1934; Borough 
Treasurer, Borough of ey, Finance Department, King 
Edward Hall, Finchley, London N3. 

Lumaden, William Grieve, M.B.E.; (1958); A.S.A.A., 1935; Town 
Chamberlain, Burgh of ‘Motherwell and Wishaw, T own Hall, 


Motherwell, Lanarkshire. 
Mason, Edward Charles; (1958); A GA A. 1923; County Treas- 
ouncil, Conway Buildings, Grey 


urer, Leicestershire County 
S um Ellie ( (1958 M IET (Ellis Spektor & Co) 
Pe tor, 8; (195 1946; a Spektor » 3rd 
Floor, Natio ro al B Buil ding, Church quare, (P.O. Box 
3798), Cape Town, South roo 
Stott, ack; 1958 ; A.S.A.A., 1925; Borough Treasurer, Stretford 
Corporation, Town Hall, Stretford, near Manchester. 
Sugden, SE (1958); ASA A. 1938; Borough Treasurer, 
unty rough of West Bromwich, Town Hall, West 


Bohr 
Vincent, Thomas Henry; (1958); A.S.A.A. Lan Borough 
‘Treasurer, Chatham Corporation eee Hall, tham, Kent. 


id seid Thomas; (1958); a i. 
erbyshire Coun 
SE 
Nune tanley Pittam; - A.S.A.À., 1933; Treasurer, 
h of Harrogate, Old ‘Town Hall, Harro 
Wis yril Charles; (1958); A.S.A.A., 1931 City ‘Treasurer, 
qe City Council, P.O. Box 653, agave: Southern 


wc Fred; (1958); A SA A. 1924; Ci 
Tan of Newcastle upon Tyne, "o 
e, I. 


: County Treasurer, 
No. 2, County Offices, 


Treasurer, City and 
, Newcastle upon 


Resignation 


The Council accepted the resignation from membership 
of the Institute of: 


Mr Harold Hilton Chapman, A.C.A., Mitcham, Surrey. 
vn Rodney Lock, B.A., LL.B. A.C.A., Basingstok e. 
itt, A,C.A., Southport. 
ord Rainforth, E.C.A., Newport, Mon. 
Swan, F.C.A., London. 


» Basil Hugh Stride, A.C.A., Bristol. 


Registration of Articles 


The Secretary reported the registration of articles of 
clerkship as follows: 


1958 I957 
May bu .. 16a 108 
January to May.. 966 542 


Change of Name 


The Secretary reported that the following changes of 
name had been made in the Institute's records: 


Assenheim, Alan to Ashton, Alan, 
Fox Jobn, Alexander Don to Don Fox 


John Alexander. 
Kendsl, Ronald to Kendal, Ronald William. 


Deaths of Members 


The Council received with regret the Secretary's report of 
the deaths of the following members: 


Mr Charles Henry Blason, A.C.A., Jersey. 
Herbert Arthur Briscoe, ACA. Worthing. 
Sir Hugh Golding Cocke, A.C.A., Liss, Hampshire. 
Mr Harold Crane, A.c.a., Fiji. 
» William Arthur Eilbeck A.C.A., Liverpool. 
» Frederick Hall, A.C.A., radford. 
vn Harry Reginald Hayes, F.c.4., Manchester. 
vn Artbur Heywood yer, F.C.A,, Exmouth. 
„ Owen John Tompsett Llewellyn, O.B.E., A.C.A., Nairobi. 
vw" Leonard Ollier, A.C.A., Barnet. 
» Richard Filling, FB. AA., Tipton. 
.» james Pullen Southwell, r.C.4., London. 
, Percy Wright Stirk, F.C.A., Keighley. 
» Oscar Lister Turner, A.C.A., Cape 
Christopher Smith Wilkinson, ACAN ~ Darlington, sé 
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FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE  . 
Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant fo — 
bye-law 103 SZ the Geen appended to the supplemental Royal Charter of December 21st, 1948, at a 

heartng held on May 6th, 1958. 


A formal complaint was s preferred by the lüscstigidoh 
res of the Council of the Institute to the 
Disciplinary ‘Committee of the Council that Harry 
'Bouch, A.C.A., was at the Chester Assizes held on 
February sth, 1958, convicted of four charges of 
: making false returns for that with intent to defraud he 
delivered or caused to be delivered to a Collector. of 
Taxes, Employers’ Annual Returns of Pay and Tax 
Deduction relating to employees of a firm for the years 
ended April sth, 1955, and April sth, 1956, which were 
' false; one charge of conspiracy to defraud for that he 
together with another conspired together to cheat and 


defraud Her Majesty Queen Elizabeth I I and the Com- 
missioners of Inland Revenue of moneys due for tax 
by concealing by means of false statements and false 
documents the payment of certain tax-free bonuses to 
employees of that firm, so as to render himself liable 
to exclusion or suspension from membership of the 
Institute. The. Committee found that the formal com- 
plaint against Harry Bouch, A.c.A., had been proved 
and the Committee ordered that Harry Bouch, A.C.A., 
of Old George Chambers, High Street, Market 


Drayton, Shropshire, be excluded from membership 


of the Institute. 


NATIONAL COST CONFERENCE 
Successful Three-day Meeting in London 


‘Electronics in industry’ was the theme of The Institute 
` of Cost and Works Accountants’ twenty-ninth national 
' cost conference held in London on Thursday and 

Friday of last week and attended by well over 400 
' members of the Institute. l 

After the official opening by the President, Mr 
James Borsay, F.c.w.a., on Thursday afternoon, the 
' first paper was read to the conference by Mr Victor 
| Feather, assistant secretary of the Trades Union 

Congress on “The relationship between management 
. and labour’. The two other papers — presented on the 


Friday — were concerned with computers: Mr John 
Diebold, the American authority, took as his theme 
‘Putting it to work; making the most of automatic 
data processing’, and Mr J. A. Goldsmith, M.A., 
A.C.A., A.C. W.A., spoke on ‘Choosing your computer’. Mr 
Goldsmith's paper is reproduced elsewhere in this issue. 

The conference was followed on the Saturday 
morning by the Institute's thirty-ninth annual meeting, 
when — as announced in ‘Weekly Notes’ in this issue — 
Mr H. J. Furness, F.C.W.A., was elected President 
of the Institute for the ensuing year. 


PRESIDENTIAL ADDRESS 


On Friday morning, after the presentation of Institute 
medals, Mr Borsay delivered a presidential address, 
in the course of which he said: 


Wages 
' The slowing down of wage increases in the past year has 
: contributed in no small measure to-winning the fight 
| against inflation. The instability of wage rates during 
PET EE recent years has con- 
ditioned us to accept as 
normal the regular annual 
. wage increase. It is worth 
- recalling that in the engi- 
neering industry between 
the years 1922 and 1935; 
wage rates were stable 
except for one small in- 
crease to a minority of 
e^, those employed in the 
UM. 0 For long it appeárs to 
¿i have been accepted that 
.4 a rise in the cost of Irving 
WË must, of necessity, be 
matched by a rise in wage 
rates whether or not the 
.wage increase can be 
afforded. 
| The Cohen Report du that during 1957 the retail 
| prices index rose by over 4 i per cent and that a general 
| rise in wage rates on this s would exceed the rate of 
| growth of productivity in any recent year. 
j 
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There are three ways in which wage increases can be 
absorbed: increased efficiency; reduction in profit margins; 
and increased selling prices. 

Any further increases in selling prices are likely to lead 


to a reduction in demand, with consequent unemployment. 


We have lost to Germany our place as the world’s second 
largest exporter of manufactured goods: any increase in 
export prices must worsen the position still further. 
. Any further reduction in profit margins could result in 
industry being.unable to provide ‘the finance so necessary 
to ensure the continuity and expansion of the business. 
If the foregoing statements are accepted, it 1s clear that 
further -wage increases can only come: from increased 
productivity. 
The recent settlement of the claim by the railway workers 
for increased wages was made on the assumption that the 
cost will be met out of increased productivity in the future; 


this is a dangerous precedent and a classic example of 


putting the cart before the horse. ; 

The proportion of total cost incurred by labour in a 
manufacturing industry is very high but the cost of labour 
involved in the conversion of basic commodities to con- 
sumable products is not easily ascertainable: research in this 
direction would be of great value. It would serve to high- 
light the effect of changing commodity prices on the selling 
price of the finished article, and would probably help to 
clarify the present situation in which falling commodity 
prices have not, in general, resulted in.lower selling prices. 

Referring to the development of a European free trade 


area, the President said that in considering the possible 


changes which may be necessary, the cost and management 


‘accountant has an ‘important contribution to make by 
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forecasting the results of suggested courses of action to. 
guide management in making their ultimate decisions. 


Financial Information for Employees 


There is an ever-growing tendency for concerns to present 
to their employees, in some form or other, financial informa- 
tion on the operations of the undertaking. The method of 
presentation has been given considerable attention in order 
that the information can be understood at all levels, and 
whilst the modern method of presentation is to be com- 
mended, I am not at all sure that it is properly understood. 
I would go further and suggest that the vast majority of 
employees are not interested in most of the information 
provided. The prime interest of the employee is continuity 
of employment and the assurance of a regular income 
sufficient to satisfy his economic needs. 

I am all in favour of providing certain financial informa- 
tion to selected representatives of the employees in order 
to give them an appreciation of the ramifications of company 
finance, but not through the medium of brochures or 
pamphlets. I would suggest the formation of small forums 
under the direction of the management accountants at which 
the many aspects of finance would be explained and dis- 
cussed thoroughly. 

The items for discussion could be such as “The need for 
profit. appropriation to meet increased replacement costs 


of assets’. "I'he methods of financing expansion, with the 


emphasis on the ability to finance from within the under- 
taking’. “That profit is not cash’. ‘An outline of the operation 
of the Stock Exchange and the relationship of dividends 
to the market price of the share’. 

Such education, would, I think, lead to employees’ 
better understanding of their own company's operations 
and leaven their opinions when wage negotiations are 
taking place. 

Many concerns have made it possible for employees to 
puce shares within the company on favourable terms 

ut the response generally has been disappointing. This is 
probably due to lack of faith or understanding on the part 
of the employees, and it does seem thet if the idea is to be 
successful, it should be preceded by education in tite nature 
and benefit of the investment: 

Efforts have been made to-legalize the payment of wages 
E cheque, but even if they had been successful this method 

KEE would not ghee been capable of! universal 
application, nor indeed would it have resulted in the saving 
of labour suggested by its sponsors. Whilst the writing of a 
cheque might take a little less time than the preparation of a 

POS pads the work previously done EH the wages- office 

be merely transferred to. the b 


Training and Gane 


For any. profession to make progress it is.essential that there 
is a sufficient influx of new blood of firat-class. quality. 

The qualification of ‘cost accountant’ is keenly sought 
and the number and quality of our present intake is emi- 
nently satisfactory. 

some of our recruitment is through the kindred 
accounting bodies; the majority of our intake is from those 
who commence tHeir career in industry and are trained in 
the feld in which they are later to operate. . 

There are. now in this country many concerns with 
approved schemes for registered students of our 
Institute and these are rapidly increasing in number. ‘There 
have, of course, been training schemes for technical students 
for many years and their value is without question. Industry 
has somewhat belatedly recognized the desirability of 
extending forms of training to those employees intending 
to follow a commercial career and I am sure that the results 
will justify their continuance and extension. 

There aré, however, many concerns where, because of 
size or other reasons, it is not practicable to operate a 
training scheme, but this need not prevent the student 
from being. properly trained. Any member'of this Institute 
who has & Se 
as a duty and an obligation. to see that the ‘student is given 


every opportunity to acquire that all-round accountancy: 
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experience so necessary if he is to become a cost accountant 
of the right calibre. 

I need not stress that after passing his Final examination 
the candidate must produce evidence of three years’ com- 
prehensive practical costing experience before his application 
for membership is.considered. . .. 

Since our incorporation some forty years ago, the syllabus 
has been subject to alteration and addition to meet the 
changing and increasing demands made on the cost and 
management accountant by industry. 

Most students carry out their studies in the evening 
following a day's work, some attending evening classes and 
others taking correspondence courses. In spite of the 
increasing complexity . of the syllabus, the education 
authorities are still endeavouring to prepare candidates for 
the examinations in the same total time as before, which is 
a heavy burden both for the authorities and for the students. 

There has been a gradual tendency on the part of industry 
to arrange for accountancy students to attend day con- 
tinuation courses and I look forward to this process being 

rapidly accelerated so that every young person seeking a 
professional qualification may p given the utmost en- 
couragement in his quest, and at the same time be left 
with some opportunity to indulge in activities not directly 
connected with his work. 


The Electronic Computer 


The development of the electronic digital computer in 
the field of integrated data processing is one in which we 
have a particular interest. 

Many of our members are playing an active part in the 
introduction of these machines and the Institute has 
provided, through its Electronics Committee and numerous 
conferences, sufficient information to enable us to have an 
appreciation of the uses to which the computers can be put. 
The justification for the capital expenditure of a computer 
does not stand up to the usual test —i.e. how long will it 
take to pay for itself and how many employed persons will 
it replace. It should be considered as a tool which will 
enable management to do a better job than heretofore by 
speeding up existing procedures and providing more 
useful es of information, Undoubtedly, in many cases, 
there will be a saving of clerical labour and considerable 
thought will need to be given to the welfare of those 
displaced. It is easy to talk of alternative employment but 
very often difficult to provide. With the advent of the 
computer, greater emphasis has been placed on operational 
research, and this is another field of activity of which 
members should have a working knowledge. . 

The management accountant’s place in the national 
economy is becoming one of increasing importance and if 
it is remembered that the accountancy which we practise 
is that of looking ahead with a view to safeguarding the 
future, rather than looking back and recording history, we 
shall indeed be worthy of those whom we serve. 


CONFERENCE BANQUET 


The conference banquet was held on Friday, at The 
Dorchester, Park Lane, London. The President, Mr 
James Borsay, was in the chair and with Mr8 Borsay 
received the large company of members and' guests 
and their ladies who included: 


Mr W. O. Atkinson, P.1.M.T.A. (President, Institute of 
Municipal Treasurers and Accountants), and Mrs Atkinson; 
Mr W. L. Barrows, F.c.a. (President, Institute of Chartered 
Accountants in England Wales), and Mrs Barrows; Mr 
John Diebold; Mr W. Coutts Donald, C.A., F.c.w.a., and 
Mrs W. Coutts: Donald; Sir Archibald Forbes, C.A. (Chatr- 
man, The Iron and- Steel Board); Mr Henry J. Furness, 
FeC.W.A. (a Vice-President, The Institute of Cost and Works 
Accountants), and Mrs Furness; Sir Arnold Hall, r.m.s., 
M.A, HON.A.C.G.I., F.RA.C.8, (President, Royal Aer 
Society), and Lady Hall; Sir Henry Hancock, K.C.B., K.B.x., 
C.M:G. (Chairman Board of. Inland Revenue), and Lady 
Hancock; Mr; E. G.H Hardman, 7.c.1.s. (President, Chartered 
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Institute of Secretaries), and Mrs Hardman; Air Marshal 
Sir Owen Jones, K.B.E, C.B., A.F.C., B.A. M.ILMECH.E., 
R.A.F.(RETD.) (President, Institution of Mechanical Engineers), 
and Lady Jones; The Rt. Hon. The Lord Latham, F.A.C.C.A., 
and Lady Latham; Mr R. I. Marshall, B.COM., C.A. 
(President, Institute of Chartered Accountants of Scotland), 
and Mrs Marshall; Mr Ian T. Morrow, CA, F.C.W.A. 
(a Past President, Institute of Cost and Works Accountants), 
and Mrs Morrow; Councillor A. D. H. Plummer, T.D., 
J.P., F.A.I. (Mayor of St Marylebone), and Mrs Plummer 
t St Marylebone); Mr George Pollock, Q.c. 
(Director, British Employers’ Confederation), and Mrs 
‘Pollock, Mr F. W. H. Saunders, F.c.w.a. (a Past President, 
Institute of Cost and Works Accountants), and Mrs Saunders; 
Mr James Walker, C.B.E., C.A., F.C.A. (President, Institute of 
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Chartered Accountants in Ireland); Mr J. Reed Wilkinson 
and Mrs Wilkinson; Mr Harold Wilmot, C.B.E., F.C.W.A. 
(a Past President, Institute of Cost and Works Accountants; 
Chairman, British Institute of Management), and Miss M. 
Wilmot; Mr C. F. Wood, r.a. (President, Institute of 
Actuaries), and Mrs Wood; Sir Richard Yeabsley, c.B.z., 
¥.c.A., and Lady Yeabsley; and Mr Ian D. Yeaman (Presi- 
dent, The Law Society), and Mrs Yeaman. 

The toast of "Ihe Institute of Cost and Works 
Accountants! was proposed by Sir Arnold Hall and 
the President replied. Mr W. Coutts Donald proposed 
the toast of "Ihe Guests’ and Mr George Pollock 
responded. | 

The banquet was followed by dancing until 1 a.m. 


CONFERENCE SESSIONS 


Human Relations in Industry 


In his paper on ‘Relationship between management and 
labour’, Mr Victor Feather spoke of the interest of the 
trade unions in new processes of any kind. He said that the 
the British trade union 
movement spends thou- 
sands of pounds of its own 
money — ‘not the Govern- 
ment's money, nor the 
firms money’ — in develop- 
ing an interest amongst 
its members in increased 
production and produc- 
tivity, while United States 
trade unions spend nothing 
in that direction. He added 
SEH that since it was the object 
m4. of the unions to improve 
E the standard of living of 
their members, then ob- 
viously industrial progress 
must not only be accepted 
but encouraged. ; 

: On the development of 
the administrative side of business, he said that sometimes 
members who perhaps are not so interested and not often 
as well-informed as some trade union leaders, begin to 
wonder if the administration of industry is becoming top 
heavy in relation to the operative side. He continued; 

“There 1s a need, I think a considerable need, not only 
for trade unions to educate members about what is 
happening in industry and the need for this kind of 
transfer of activity, but also there is a need for manage- 
ment to let the work-people know the reasons for some 
of these changes, as to why, apparently, the administrative 
side of modern industry is growing while the operative 
side is diminishing.’ 

Mr Feather went on to say that as far as the next move 
in the trade union movement was concerned, he wanted to 
see development of joint consultation in industry for the 
purpose of increasing production and increasing pro- 
ductivity and of getting maximum efficiency in every unit 
in industry. He felt that the development of human relations 
was going to contribute a great deal, and probably a great 
deal more, towards efficiency in industry than many people 
had given credit for yet. Half the stoppages which take place 
in British industry are not for increased wages at all, he said, 
ae they have a great deal to do with human relation- 
ships. 

He wondered whether there ought not to be, amongst 
management themselves, a much greater exchange in some 
way of details of the results achieved in different works 
and felt that there was scope for a greater exchange of 
information derived from different units of production, so 
that one firm would be able to compare its ratio of costs 
with the ratio of costs in another 





Automatic Data Processing 


In his address entitled ‘Putting it to work: making the most 
of automatic data processing’, Mr John Diebold said that 
for the last year or so there had begun a reassessment of 
data processing and to 
some extent people had 
been growing sceptical of 
exactly what would be 
accomplished in business 

i the use of both 
machines and data pro- 
cessing equipment. He 
posed the question: Has 
automatic processing been 
terribly overrated? In 
answer he felt that the 
task of applying data 

rocessing equipment to 
usiness operations had 
been underestimated. 

He believed that the 
common thing missing in 
the words of most people 
talking about electronics 
is the whole series of costs, analysis costs, costs of pro- 
gramming, system design, installation costs, power running 
costs, operating costs. The whole area of costs was such 
that the potential quarter of a million dollars saving per 
year seerned, in most people’s minds, to justify one million 
dollars on a machine. One problem standing out was the 
management problem; it was fundamentally a management 
and not a technical problem. He thought that the troubles 
and mistakes in the use of the equipment were the result of 
inadequate management planning. He continued: 

“The basic analysis of the system is not nearly as 
glamorous as movirig in a big computer but is essential 
if you are going to use the computer properly. It will take 

a long time and will involve a high level of intelligence, 

drive and business acumen in the company. I think we 

should look at this as a way of extending the range of 
man’s ability. In some scientific and engineering areas 
some notable achievements resulted from this. One 
company, United Aircraft, captured better than 95 per 
cent of the jet engine market as the result, according to a 
public statement of its president, of enormous investments 
over a number of years in the use of a computer in doing 
advanced designs which came out two years ahead of the 
designs of the rest. This is the kind of achievement that 
is possible to look forward to in the business application. 

It requires a nice measure of blue sky thinking and a 

sound knowledge.' 

In conclusion, Mr Diebold stated that the success of 
automatic data processing depended on highly-trained staff 
and the imaginative use of equipment. He felt sure that the 
new techniques would be of tremendous importance to the 
United Kingdom. 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Members' Addresses Wanted 


The Secretary of the Institute would be glad to know 
the present addresses of the following members of the 
Institute. The town at which the member was last 
known is shown after each name. 


Edward Maden Britcliffe, a.c.a., Montreal, Canada. 
Frank Connell, A.C.A., Manchester. 

Toseph Odom T ohnson, A.C.A., Buckden, Hunts. 
Philip Henry Stancliff, A.C.A., Leeds. 

Newsome 'I'hwaite, F.C.A., London. 

Henri William Noble Vicary, A.C.A., Stoke on Trent. 
Roy Clare Waine, A.C.A., London. 


Members! Library 
A supplement to the ‘Short List’ of books has now 
been issued. Copies, which contain additions to April 
1958, will be sent to members by the Librarian, free 
and post free, on receipt of an addressed label. Copies 
of the last edition of the 'Short List', published in 
August 1957, are still available. 


OBITUARY 
Gilbert David Shepherd, M.B.E., F.C.A. 


It is with deep regret that we record the death on June 
sth, at the age of 78, of Mr Gilbert David Shepherd, 
M.B.E., F.C.A., 


a Past President of The Institute of 
Chartered Accountants 
in England and Wales 


Council of the Institute 
from 1929 until Nov- 
ember last year. 

Mr Shepherd, who 
was a partner in the firm 
of Gilbert Shepherd, 
Owen & Co, Chartered 
Accountants, of Cardiff, 
was educated at St 
Mary’s Hall School and 
was admitted an Assoct- 
ate of the Institute in 
1902; he was elected to 
Fellowship eight. years 
later. 

During the First World War he was rejected as 
medically unfit for military service and he enrolled 
as a special constable at Cardiff and held the rank 
of Chief Inspector in 1919. 

He was elected to the Council of the Institute in 
1929 and was a member of many Institute committees 
and sub-committees —in particular the War Bye-law 
Sub-committee from 1939 until its dissolution in 
1953. Mr Shepherd was President of the Institute in 
1947-48 being called to the position half way through 
the presidency of Mr Furnival James who died at the 
end of 1946 during his year of office. Mr Shepherd 
thus served for nearly one and a half years as President 
at a very exacting period when all the post-war prob- 
lems were active. He re-inaugurated the personal 





and a member of the 


visits of Presidents to all the district societies. He was 
chairman of the Institute’s first Summer Course in 
September 1947, and in November 1949, he delivered 
an address at the Australian Congress on Accounting 
at Sydney on “The future role of the accountant’. 

In 1947 he was appointed to a panel of three en- 
trusted with apportioning {150 million in connection 
with British-Argentine Railways and in the following 
year he discharged a similar responsibility for British 
Uruguay Railways. 

Mr Shepherd will long be remembered in his native 
city of Cardiff for his work in connection with hospitals, 
on the Bench, and in Civil Defence during the Second 
World War, for which he was appointed M.B.E. in 
1941. He was one of the founders of the Prince of 
Wales’s Orthopaedic Hospital, Cardiff, and was 
chairman of the board of Governors of the United 
Cardiff Hospitals. He held many other appointments 
and was a director of numerous companies in South 
Wales. He was also an office holder in the Cardiff 
Naturalists’ Society for over fifty years and in recent 
years he took particular pleasure in serving on the 
Council of the National Museum of Wales. 

Mr Shepherd is survived by his wife, two sons and a 
daughter. 

PERSONAL 


Messrs MacEwinc, Brown, Martin & AITKEN, 
Chartered Accountants, of 114 West Campbell Street, 
Glasgow, C2, announce that Mr Leer WILLIAM 
"TURNBULL MARTIN, B.L., C.A., son of the senior partner, 
was admitted into partnership as from June rst, 1958. 


PROFESSIONAL. NOTES 


Sir Archibald Forbes, c.a., has been elected to the 
board of the English Electric Co Ltd. 

Mr C. L. G. Baker, a.c.a., secretary and financial 
controller of George Angus & Co Ltd, has been 
appointed a director of the company. 


COMPANIES’ LIQUIDATION ACCOUNT 
Revised Rate of Interest 


The Treasury have made an Order under subsection 
(4) of Section 362 of the Companies Act, 1948, 
revising the rate of interest which falls to be pre- 
scribed by the Treasury under this section of the Act. 

Section 362 (4) of the Companies Act, 1948, pro- 
vides that, when the balance at the credit of any 
company's account in the hands of the Board of Trade 
exceeds £2,000 and the liquidator gives notice to the 
Board that the excess is not required for the purposes 
of the liquidation, the company shall be entitled to 
interest on the excess at the rate of 2 per cent per 
annum or such other rate as may for the time being be 
prescribed by Order of the Treasury. 

The Order,? which came into operation on Thursday, 
prescribes a rate of 3$ per cent per annum in place of 
2$ per cent per annum prescribed by the Companies 
Liquidation Account (Interest) Order, 1955. 


1 Reproduced in The Accountant, of December 3rd, roth 
and 17th, 1949. 
1 S.I. 1958. No. 932. H.M.9.O. Price 2d net. 


June 14th, 1958 
| TAX RESERVE CERTIFICATES 


‘The Treasury has announced that as from June 7th, 
1958, and unti] further notice, Tax Reserve Certifi- 
cates of the Seventh Series issued under the terms of 


the prospectus dated July 8th, 1955, will bear interest - 


at 3 per cent per annum free of tax. The rate of interest’ 
on certificates of the Seventh Series subscribed before 
June 4th, 1958, will remain unchanged. 


| 
| LONDON AND DISTRICT SOCIETY'S 
NEW CHAIRMAN 


| 
At a meeting of the committee of the London and 
District Society of Chartered Accountants on Wednes- 
day, Mr Charles Whitmore Aston, A.C.A., a general 
manager of Peninsular & Oriental Steam Navi- 
gation Co, was elected 
Chairman of the Society 
for the ensuing year. 
Mr Aston, who was 
born in 1901, was edu- 
cated at King Edwards’ 
School, Birmingham, 
and on leaving school 
served his articles with 
a London firm of char- 
tered accountants. He 
was admitted an Associ- 
ate of The Institute of 
Chartered Accountants 
in England and Wales 
in 1922 and during that 
year he joined Deloitte, 
| Plender, Griffiths & Co. 
| is 1932 he first came into contact with the P. & O. 
company in connection with the company's audit; 
seven years later he was appointed chief accountant of 
the company, a position he held until 1950 when he 
was appointed a general manager responsible for all 
matters connected with finance. 
| Mr Aston is a member of the Council of the Chamber 
of Shipping and has served on the Chamber’s Taxation 
Committee since 1944, being its chairman since 1951. 
During the war, he was chairman of the Accountant 
Sub- -Committee of the British Liner Committee from 
11942 until it was disbanded. 
| He is a member of the Taxation and Research 
Committee of the Institute and is chairman of the 
committee responsible for the Institute's Autumn 
Meeting to be held in London next October. He is 
also a member of the Council of the International 
[Fiscal Association, being Chairman of the Association's 
‘United Kingdom Branch. He is a director of the Hain 
Steamship Co, a P. & O. subsidiary. 
| The new Vice-Chairman of the Society is Mr 
J.D. Russell, M.A., F.C.A. 
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BIRMINGHAM AND DISTRICT SOCIETY OF 
CHARTERED ACCOUNTANTS 


Election of New President 
Mr Dennis F. Dodd, T.D., F.c.a., a partner in the firm 
of Wenham Brothers & Co, Chartered Accountants, 
and Sidney H. Hossell & Co, Chartered Accountants, 
of Birmingham, has been 
elected President of the 
Birmingham and Dis- 
trict Society of Char- 
tered Accountants for 
1958-59. 

Mr Dodd, who was 
born at Stafford in 1914, 
was educated at St 
Peter’s School, York, 
and was articled to the 
late Howard W. Fisher, 
of Fisher, Randle & 
Fisher, of Birmingham, 
in 1933. He was admitted 
an Associate of The 
Institute of Chartered 
Accountants in England 
and Wales in 1938 when 
he joined Price Waterhouse & Co until the following 
year. After the war he joined Wenham Brothers & Co, 
and their associated firm Sidney H. Hossell & Co, as a 
partner in their Birmingham office on January Ist, 1946. 
He was elected to Fellowship of the Institute in 1951. 

Mr Dodd was hon. treasurer of the Birmingham 
and District Society in 1953-54, hon. secretary in 
1955—57 and Vice-President in 1957-58. He was 
President of the Birmingham Students’ Society in 
1953-54- 

He was commissioned in the 8th Bn. Royal Warwick- 
shire Regt. (T.A.) in 1933 and served in France and 
Belgium in 1940. He was wounded and was repatriated 
from Germany as a prisoner of war in 1943. During 
1944-45 he was on the staff of the War Office with the 
rank of major and received the Territorial Decoration 
and Bar. 

Mr Dodd is a member of the board of governors of 
United Birmingham Hospitals and is a member of 
Sutton Coldfield Borough Council. 

Other officers of the Society for the ensuing year 
have been elected as follows: 

Vice-Presidents: Mr R. Massey, F.C.A., and Mr W. G. A. 

Russell, F.C.A. 
Hon, Secretary: Mr E. T. Newman, M.A., F.C.A. 
Hon. Assistant Secretaries: Mr C. J. Mason, F.c.a., and 
Mr C. Wheatley, F.c.a. i 
Hon. Treasurer: Mr W. F. Tidswell, A.C.A. 
Hon. Librarian: Mr D. E. T. Tanfield, F.c.a. 


The Year’s Progress 
The Society's seventy-sixth annual report records a 
total membership at April 3oth, 1958, of r,321, an 
increase of 317 compared with the previous year's 
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figure; of the increase, 294 were former members of 
The Society of Incorporated Accountants. The total 
of r,321 includes 136 members of the Wolverhampton 
Branch, 111 members of the Coventry Area Branch, 
and 99 members of the Stoke-on-Trent Area Branch. 
A number of lectures were held during the year and 
were well attended. Two discussion groups have 
continued to meet during the session: Group A held 
six meetings of interest mainly to practising members 
and Group B held six monthly meetings when a 
variety of management accounting subjects more 
directly concerning members in commercial and 
industrial appointments were discussed. 

À number of changes were made in the tuition 
lectüres organized by the senior and students' societies 
joint lecture committee. The changes involved shorten- 
ing the first-year course to eight weeks and lengthening 
the Intermediate and Final courses. The numbers 
attending the lectures were about 370, a small increase 
over the previous year. A successful week-end resi- 
dential course was held at Merton College, Oxford, 
from September 2oth-23rd, 1957. A similar course 
is being arranged at Merton again this year from 
‘September 17th-2oth. 

The three Branches of the Society also held success- 
ful programmes of lectures and meetings during the 
year. 


REVENUE PAPER 
Trinity Sittings, 1958 

+ COURT oF APPEAL 
The following cases are down for hearing in the Court 
of Appeal: 
F. H. Ostime (Inspector of Taxes) v. Australian Mutual 

Provident Society. 

Parway Estates Litd. v. C.I.R. 
Bennett v. Rowse (Inspector of Taxes). 
Hochstrasser (Inspector of Taxes) v. Mayes. 
Jennings v. Kinder ee of Taxes). 
Sabine (Inspector of Taxes) v. Lookers Ltd. 
Hinton (Inspector of Taxes) v. Maden & Ireland Ltd. 
Wright v. Boyce (Inspector of Taxes). 
Venn (Inspector of Taxes) v. Franka. 
Lamport & Holt Line Ltd v. Langwell (Inspector of Taxes). 


HicH Court 
The following cases are down for hearing in the High 
Court: 


Andrew Thomson (Inspector of Taxes) v. Stephen Dickson 


Moyse 
Independent Television Authority and Associated-Re- 
ion Ltd v. C.LR. 

Leslie Noble v. Arthur Wilkinson (Inspector of Taxes). 

William Ridley v. Arthur Wilkinson (Inspector of Taxes). 

H. Allchin (Inspector of Taxes) e T. D. Willett. 

Leslie Norman Mathers (Inspector of Taxes) v. Mrs Diana 
Mary Bruce Colledge. 

C.I.R. v. H. G. Watts. 

H. G. Phillips p scu of Taxes) v. W. G. West. 

W. G. West v. G. Phillips (Inspector of Taxes). 

Vernon William Bullock (In ctor of Taxes) v. The Unit 
Construction Co Ltd. 
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FINANCE HOUSES ASSOCIATION 


The Finance Houses Association has removed to 
Clifford’s Inn, London, EC4, and is now established 
there in its own offices independently of any of, the 
member companies. Previously, the Association has 
been operated on a part-time basis from the offices of 
one of the members. 

Established in 1945, the Association is composed of 
the leading hire-purchase finance houses, each having . 
a well-diversified hire-purchase business and operating 
on a national basis. Member companies must have 
paid-up share capital and reserves exceeding £500,000. 
The twelve member companies of the Finance Houses 
Association are responsible for about three-quarters of 
the aggregate instalment debt due to all finance houses 
in the United Kingdom. 


A.B.C.C. PRESIDENT 


Mr Frank Bower, C.B.E., has succeeded the Rt. Hon. 
Lord Riverdale, J.P., as President of the Association 
of British Chambers of Commerce. 

Mr Bower is an authority on taxation and is in the 
service of Unilever Ltd. He has been deputy president 
of the Association since January 1957. 


ANNOTATED TAX CASES 


Part 5 - the concluding part — of Volume X XXVI of 
the Annotated Tax Cases, edited by Mr Roy Borneman, 
Q.C., is published today and contains reports, with 
notes on the judgments, of the following cases: 
Fynn v. C.I.R. (Ch.D.; Western United Investment 
Co Ltd v. CIR. (Ch.D.); Ramsden v. C.I.R. (Ch.D.); 
Bradbury v. Arnold (Ch.D.); Bennett v. Rowse (Ch Di 
Hawes v. Gardiner (Ch.D.); Race-course Betting 
Control Board v. Young (Ch.D.); Hochstrasser v. Mayes, 
Jennings v. Kinder (Ch.D.); Ostime v. Australian Mutual 
Provident Society (Ch.D.); Island Tug & Barge Ltd v. 
Owners of s.s. ‘Makedonia’ (Q.B.D.). The index of cases 
and subject-matter for the volume will be published 
shortly, after which the volume may be bound. 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
EC2. 


STUDENTS' CRICKET MATCH 


A cricket match played on June 3rd between the 
Chartered Accountant Students! Society of London 
and the Bristol Students’ Society at the Rectory Field, 
Blackheath, resulted in a win for Bristol by seven 
wickets. London won the toss and decided to bat first. A 
combination of accurate bowling by Castle and Harris, 
of Bristol, and weak batting by London resulted in 
the home side's swift dismissal for only 107 runs. 
Scores: 


e 107 (N. Wright, 36, I. Harris 5-62, R. Castle 
4-27). 
Bristol 108 for 3 wickets (R. Newman 45, R. Castle 45). 
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The Law of Domicile 


N ions of d not the most important branch of law, ques- 
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tions of domicile often involve considerable hardship, 

particularly in matrimonial proceedings. They may also 
have serious income tax and estate duty repercussions. Over four 
years have passed since the Private International Law Committee 
under the chairmanship of Mr Justice WyNN-PARRY recom- 
mended changes in our law of domicile. This year Parliament 
began the process of putting some of the recommendations on the 
statute book and on June 12th the House of Lords gave a second 
reading to the Domicile Bill. One of the objects of the Bill is to 
reduce the excessive importance attached to the domicile of origin 
and to make it easier to prove that a person has acquired a 
domicile of choice. l 

Clause 1 of the Bill provides that the rules set out in clauses 2 
to 7 inclusive shall apply in determining a person’s domicile. 
They lay down a general principle that the domicile is in the 
country where the person has his ‘home’ and intends to live 
permanently. If he has a home he is presumed to intend to live 
there permanently. If he has homes in two countries, he is pre- 
sumed to intend to live permanently in the country with which 
he is most closely connected. However, if he lives in a country 
mainly for his work and has a wife or children whose home is in 
another country, he is presumed to intend to live permanently 
in that other country. 

The presumption that a person intends to live permanently in 
a country does not arise if he is there as a diplomat. Nor does it 
arise if he 1s there as an employee in public service and had no 
home there at the time the service began. Again, the presumption 
that he intends to live permanently where his wife or children 
are, will not arise if he is separated from them by Court order. 
Similarly, a married woman is presumed to have her husband's 
domicile unless they are separated by Court order. LORD DENNING 
criticized the need for a Court order; he thought that actual 
separation over a long period should suffice. 

As to children, a child's domicile will in general be the same as 
that of the person who is entitled to its custody. However, if the 
person changes his domicile, or custody passes to a person with a 
different domicile, the child's domicile does not thereby change if 
the person having custody intends the child to live in a country 
where the person is not domiciled. 

These new rules, if they become law, will make for much 
greater certainty and will also bring the law more into accord 
with common sense. 
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Finance Bill- VIII - 


PROFITS TAX 


Clause 21 (1): Statutory Undertakers 


ERTAIN statutory undertakers were 
originally exempted from profits tax 


(Finance Act, 1937, Section 19 (ei, As 
from 1947 investment income had to be included 
in chargeable profits, provided it was not ‘franked’ 
investment income. Distributions from statutory 
undertakers could not be franked investment 
income, since statutory undertakers were exempt. 
However, companies receiving distributions from 
statutory undertakers in which they had a con- 
trolling interest were exempted from the require- 
ment to include such distributions in chargeable 
profit (Finance Act, 1947, Section 32 (1)). Then, 
in 1951, the exemption in favour of statutory 
undertakers was itself withdrawn but the tax 
was to be computed on the basis that no dis- 
tributions had been made (Finance Act, 1951, 
Section 29 (1)). Because of this, dividends from 
statutory undertakers still did not rank as franked 
investment income. Instead, the recipients were 
given a special relief in respect of such dividends, 
but this did not apply to companies having a 
controlling interest in statutory undertakers; they 
retained the right to exclude the dividends 
altogether (Finance Act, 1951, Section 29 (2)). 

As there is now to be a flat rate for all taxpayers, 
these special provisions are regarded as no longer 
appropriate. Accordingly, clause 21 (1) (a) with- 
draws both the special relief given by Section 29 
(2) of the 1951 Act, and also the limited exemp- 
tion given to companies having a controlling 
interest by Section 32 (1) of the 1947 Act. 

Nationalized undertakings have enjoyed a 
similar privilege to that enjoyed by statutory 
undertakers in that only the lower rate was 
charged. As a quid pro quo certain payments made 
by them were disallowed in computing profits 
(Finance Act, 1947, Section 40 (3)). Clause 21 
(1) (b) now enacts that Section 40 (3) shall cease 
to operate as from April ist, 1958, and also 
terminates similar provisions in relation to pay- 
ments made by electricity boards (Finance Act, 
1957, Section 40). 


Clause 21 (1) (c) (2) (3): Building 
Societies | 
The special position of building societies has 
always been recognized by provisions imposing 
an overriding maximum on their liability for 
each chargeable accounting period. This has been 
fixed as a percentage of the profits, computed 
without allowing any deduction for interest paid 
on money borrowed by the society from its 
members or depositors. The maximum has varied, 
the most recent being 2 per cent. Clause 21 (1) (c) 
now withdraws this relief as from April rst, 1958. 
As compensation, clause 21 (2) permits a build- 
ing society to treat dividends, bonuses and 
similar distributions to members on their shares 
in the society in the same way as interest on 
money borrowed by the society. Accordingly, 
these payments by the society will be deductible 
in arriving at the profits chargeable at 10 per cent. 
At the same time the recipient will have to treat 
the dividends etc. as interest received on money 
lent. Thus a company receiving this kind of 
income will not be allowed to treat it as franked 
investment income. 


Most building societies take advantage of the 
arrangements sanctioned by Section 445 of the 
Income 'lax Act, 1952, under which borrowers 
pay mortgage interest in full without deduction 
of tax and the society pays dividend and interest 
without deducting tax but pays a compounded 
amount to cover the presumed income tax 
liability of the recipients. Logically, if clause 21 
(2) is to permit the deduction of such payments 
in arriving at profit, a further deduction ought to 
be made in respect of the compounded income 
tax thereon. Accordingly, clause 21 (3) (a) pro- 
vides for such further deduction. The precise 
amount is to be computed by reference to the 
dividend etc. payments made in the income tax 
year in which the relevant accounting period ends. 
As a corollary, the recipient must include in its 
profits not merely the dividends etc. actually 
received but the equivalent gross amount, 
at the full standard rate (clause 21 (3) (b)). 
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Clause 21 (2): Industrial and Provident 
Societies 

Industrial and provident societies, like statutory 
undertakers, have hitherto enjoyed a profits tax 
advantage in that their liability has always been 
computed on the footing that the gross relevant 
distributions were nil. It follows that they paid 
tax at the lower rate only. The increase in the flat 
. rate to 10 per cent is thus a considerable one in 
their case. Here, too, some compensation has been 
given by clause 21 (2). Like the building societies, 
industrial and provident societies are to be allowed 
to treat as deductible expenses the distributions 
made on their shares. The well-known ‘dividend’ 
on purchases is not included in this, such a divi- 
dend is in any case a deductible expense. Here 
again, if the recipient of distributions on shares 
is liable to profits tax, it will have to include 

this receipt in its chargeable profit. 


Clause 22: Profits Tax Time Limits 


Clause 22 is very welcome, as far as it goes, in 
correcting a serious anomaly in profits tax. 
Originally, assessments on profits tax (or national 
defence contribution as it was then) had to be 
made within six years after the end of the charge- 
able accounting periods for which they were 
made. This corresponded to the income tax rule. 
However, in 1945 this time limit was removed 
both for profits tax and for excess profits tax. 
Clause 22 (1) now reimposes this six-year time 
. limit (for profits tax only) as from the beginning 
of 1959, but subject to three exceptions. 

The first exception applies where any form of 
fraud or wilful default has been committed in 
connection with or in relation to the profits tax, 
and the assessment is made for the purpose of 
making good to the Crown any loss of tax 
attributable to the fraud or wilful default. It is 
to be observed that the fraud etc. need not have 
been committed by the taxpayer nor by any 
person acting on the taxpayer's behalf. Another 
difference from the corresponding income tax 
| provisions is that the assessment need not be 
made on the taxpayer himself. It may be objected 
that this is no real difference, since individuals 
are not liable to profits tax. However, individuals 
were liable for periods up to the end of 1946. 
. It seems to follow from clause 22 that where a 
person traded at some time’ between 1937 and 
1947 and has since died, no matter how long ago, 
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it is still open to the Inland Revenue to make 
assessments on his personal representatives in 
respect of periods prior to 1947. 

À more reasonable course would be simply to 
terminate the power to raise assessments for 
those years in respect of individuals who have 
since died. In any case, the wide power to make 
excess profits tax and special contribution assess- 
ments on the representatives of deceased persons, 
even where no fraud is alleged, should certainly 
be curtailed. 

The next exception to the six-year time limit 
applies to a company which before April rst, 
1958, has ceased to trade. It will be remembered 
that Section 35 (1) of the Finance Act, 1947, 
provides that any distribution made after the end 
of the last chargeable accounting period (not 
being a distribution of capital) is to be included 
in the gross relevant distributions of that period. 
It would be anomalous if a moribund company 
could escape liability by simply deferring the 
final winding-up until six years after its last 
chargeable accounting period. Clause 22 (1) (b) 
in effect provides that tax 'chargeable' in respect 
of a distribution made after the last chargeable 
accounting period will continue to be assessable 
until the expiration of one year after the person 
assessable has notified the Inland Revenue in 
writing that no further distribution will be made. 
Of course, if this notification proves to be wrong, 
in that a further distribution is in fact made, 
then equally a further assessment can be made, 
subject toʻa new time limit of one year after the 
person assessable has given a second written 
notification (clause 22 (1) (b)). This construction 
of clause 22 (1) (8) rests on the assumption that 
the use therein of the word ‘chargeable’ means 
‘would have been chargeable but for the six-year. 
time limit’. The assumption is GER if the 
paragraph is to make sense. 

The third exception to the six-year time limit 
covers every case where other profits tax pro- 
visions provide for a longer period (clause 22 
(x) (c)). It is difficult to understand what the 
draftsman has in mind here. 

As a corollary to the time limit for raising 
assessments, clause 22 (2) requires that as from 
the beginning of 1959 applications for error or 
mistake relief shall be made within six years after 
the making of the relevant assessment. Notice of. 
appeal against the Inland Revenue's determina- 
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tion of such an appeal may be given within 
thirty days instead of the existing twenty-one days. 
This brings the appeal time limit into line with 
— that for income tax. The time limit for appealing 
against profits tax assessments has always been 
thirty days, so no extension is necessary here. 
Clause 22 (3) states that the clause 'shall not 
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prevent the making of an assessment or applica- 
tion . . . at any time when an assessment or 
application can be made in respect of the same 
matter for the purposes of income tax under any 
provision enlarging for a particular class of case 
the time ordinarily allowed for making assessments 
or applications for relief’. (To be continued.) 


Written-down Value Tables 


A Logarithmic Ready Reckoner for Ascertaining the Written-down 
Value of Plant and Machinery on which Capital Expenditure has 
been Incurred since April 7th, 1944, and on which Capital Allowances 
have been Claimed 
by B. K. BEAUMONT, A.C.A. 


HEN it is necessary to compute the 

writen-down value of plant and 

machinery on which capital allowances 
have been claimed it is usual to start with the cost 
of the item concerned, compute the first year’s 
allowance and deduct this from the cost, leaving 
a balance. The second year’s allowance is then 
computed and subtracted from the previous 
balance leaving a new balance. ‘This procedure is 
continued for the number of years for which 
allowances have been claimed until the written- 
down value is ascertained. 

Because by the normal method of granting 
capital allowances, each year’s allowance is a 
percentage of the previous year’s balance, no 
two years are the same and so a whole series of 
calculations have to be made in order to carry 
out the procedure outlined above. 

The trouble is that on the face of it there is no 
constant which one can apply to short cut the 
procedure. Such a constant does, however, exist. 
It is that one year’s balance is always a constant 
fraction of the previous year’s balance. 

Imagine an item of plant on which the basic 
annual rate is 8 per cent so that the annual 
amount claimable, five-fourths of 8 per cent, 1s 
IO per cent. Ignoring initial allowances for the 
moment and letting the symbol C represent the 
cost of the item, then the written-down value at 
the end of the first year is go per cent of C or 
ot. At the end of the second year the written- 
down value (oo or (-9)?C. At the end of 
n years the written-down value will, therefore, 
be (ot. By using logarithms (-9)'C becomes 
(nxlog. -9)--log. C and this equals the log. of 
the written-down value. It will be seen that the 


constant fraction for the basic annual rate of 8 per 
cent is -g, the logarithim for which is I-9542. 

The logarithms of the constant fractions for 
various basic percentages are shown in Table A 
of the ready reckoner following. 

The first year's allowance will depend upon the 
rate of initial allowance in force at the date the 
expenditure was incurred on the asset. Initial 
allowance has been o per cent, 20 per cent or 40 
per cent during the last few years and now, 
of course, the Chancellor has proposed that as 
from April 15th, 1958, it shall be 30 per cent. 
This means that the fraction remaining after the 
first year's allowance will also vary. The logarithms 
for these various fractions for various basic per- 
centages are shown in Tables A, B, C and D in 
the ready reckoner. 

The formula for the written-down value of an 
item of plant on which n years allowances have 
been claimed can be expressed as follows where 


B represents the basic percentage 
I represents the initial allowance percentage 
C represents the cost of the item. 
100—(I+5B) T iri "or " 


IOO 





IOO 





By the use of the logarithmic ready reckoner 
this becomes, for any basic percentage, the sum of 
Log. shown in table A, or B or C or D plus 
Log. shown in table A x (n—1) plus 

Log. cost. 

The few calculations needed to apply this 
method are shown in the example at the end of 
the ready reckoner. 
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Basic Percentage Table Table Table Table 
for annual 
allowances A B C D 
3 1.9834 1.8823 I. 7501 1. 8212 
4 1.977] 1.97531 1.7404 1.8129 
5 I.9719 1.8678 1.7304 . 1.8044 
6 I. 9661 1. 8603 I.7202 1. 7959 
6i 1.9647 1.8584 1.7175 1.7937 
64 I. 9631 1. 8565 1. 7149 I. 7916 
ei 1. 9602 I. 8528 1. 7097 1.79872 
7i 1.9572 1.8489 1.7044 1.7827 
8 1.9542 1.8451 1.6990 1.7782 
9 1.9481 1.8373 3.6879 1.7690 
IO 1.9420 1. 8293 1. 6767 1. 7597 
12$ 1. 9262 1. 8087 1. 6471 1.7354 
13 I. 9230 I. 8044 1.6410 1. 7304 
I5 1.9099 . 1.7872 1.6154 1.7097 
16 I. 9031 1.7782 1. 6021 1. 6990 
20 1.8751 1.7404 1.5441 1.6532 
2ai 1. 8565 I. 7149 I. 5034 1. 6220 
25 I. 8373 1. 6879 1. 4587 I. 5883 
Date expenditure incurred Table 
From To 
During financial year which 
ended between April 6th, > April sth, 1949 B 
1945, to April sth, 1946 
April 6th, 1949 April sth, 1952 C 
April 6th, 1952 April 14th, 1953 A 
April 15th, 1953 April 6th, 1954 B 
April 7th, 1954 Feb. 17th, 1956 
New plant and machinery but not motor-cars A 
Second-hand plant and machinery and motor-cars B 
February 18th, 1956 April 14th, 1958 B 
April 15th, 1958 onwards D 
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To find the written-down value: 


(1) Ascertain cost. Find log. 

(2) Ascertain date expenditure incurred; if between 
April 7th, 1954, and February 17th, 1956, 
whether the plant and machinery was new or 
second-hand. 

(3) Ascertain basic rate for annual allowances. 

(4) From Table A read off log. relating to basic rate. 
Multiply this log. by one less than the number 
of years for which allowances claimed. 

(5) From date expenditure incurred find which 
Table to use. Read off log. applicable to basic 
rate. 

(6) Add together the result of (1), (4) and (5). 

(7) Antilog. 


Example 

Company year end March 31st. 
Machine bought for £4,274 in July 1949. 

Rate of allowance 7$ per cent. Scrapped in. 

October 1957. What is the written down-value? 


KE H 











log. 
Cost £4,274 3. 6308 
74 per cent Table A 1.9572 X7 1. 7004 
7i per cent Table C I. 7044. 
3. 0356 
Answer £1,085 





AUSIRALASIAN COMMENTARY - XXVIII 
Professional Topics in Australia and New Zealand 
by S. R. BROWN, LL.B., F.C.A.(Aust.) 


Accountants as Directors 


R A. W. MUNRO, M.L.A., F.C.A.(AUST.), 
Aen Zo? for Queensland, 

recently made some pertinent remarks 
regarding directorships held by public account- 
ants. Mr Munro said that in his experience, 
senior practising accountants are in most cases 
invited to join boards of directors, not because of 
their particular professional skill, but because 
after long years of practice as chartered account- 
ants they are recognized as being men of integrity 
and of wide business knowledge and experience. 


Mr Munro continued: 


'In my opinion there should be a very clear 
distinction between the duties and responsibilities 
of a chartered accountant as a director and the 
duties and responsibilities of a chartered account- 
ant in public practice as an auditor, a secretary, a 
tax agent or a consultant investigator. 


‘In the latter type of case, the chartered account- 
ant acts personally in a professional capacity and 
makes his own decisions, whereas in the former 
case, subject to any special arrangement to the 
contrary, he acts as a member of the board and the 
most important decisions are made on the basis of 
the majority opinion of the directors who con- 
stitute the board. 


"There are, of course, some cases where there is 
a special arrangement in terms of which one 
director has a particular sphere of duty and respon- 
sibility, but, in my experience, this is rare and it is 
more usual for the directors generally to share in 
the responsibility for all decisions of the board. 
This being so, every director has the right to 
express his own view on each matter that comes 
before the board and to vote thereon if the matter 
is actually put to the vote.’ — 


(The Chartered Accountant in Australia — 
January.) 
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Profit Planning 


‘Profit planning and control’, said Mr W. B. 
Hales, ‘is an attitude of mind rather than a rigid 
system.’ In a recent paper presented at the 
congress of the Queensland division of the 


Australian Chartered Accountants Research . 


Society, Mr Hales provided a useful summary of 
the cardinal principles to be observed in installing 
and implementing profit planning and control. 

Firstly, it is imperative that the problems of 
running the business should be seen as a whole 
before attempting to introduce detailed pro- 
cedures. The controller should begin by designing 
the form of the control statements and their 
contents in the light of the relative importance of 
the factors governing profits. Then the recording 
procedures should be developed to furnish the 
information needed. He should never begin by 
introducing inflexible standard routines. 

Secondly, a dynamic attitude to accounting 
must be maintained at all times. The interpreta- 
tive function must predominate over the record- 
ing function, the future over the past, speed and 
promptness of presentation over absolute 
accuracy, and action over explanations. 

Thirdly, the educative activities of the con- 
troller never cease. It is in the long-term probably 
the greatest contribution the accountant executive 
can make to the enduring prosperity of an 
organization. (The 
Australia — March.) 


fr 


Accelerated Depreciation 


The Australian Federal Parliament has now 
recognized the inadequacy of the statutory 
depreciation allowances for tax purposes in an 
economy which has been effected by the price 
Spiral for many years. Where depreciation has 
been claimed on the diminishing balance method 
recent amendments to taxation legislation now 
allow a. so per cent increase in the rate. No 
increase is provided, however, where the fixed 
instalment (or prime cost) method is used. 


Accountants and Inflation 


In his recent address to members of the New 
Zéaland Society of Accountants, Mr R. G. 
Compton, F.P.A.N.Z., the retiring President, stated 
that accountants might not be entirely blameless 
for the continuance of inflation. 

‘In my view, said Mr Compton, ‘one of the 
chief factors making possible the spread of inflation 
is the failure of the accountancy profession to 
bring home to the man in the street the continuing 
decline which is occurring in the value of currency. 
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Balance sheets of companies continue to show large 
profits, and there is no sign of a reduction in 
dividends. Yet in many cases these figures take no 
account-of erosion of capital, and the financial 
position of many concerns is not as strong as a 
superficial examination would indicate. The con- 
tinued high profits, swollen by inflation, encourage 
wage demands and obscure the true position. 

‘I do not wish to convey the impression that I 
advocate a radical change in accounting methods. 
The inadequacy of historical accounts is obvious, 
but there is no agreement on the practicability or 
equity of any alternative, and in the absence of any 
such agreement no drastic changes should be made. 
In any case, as a profession, we could not support 
a policy which, through taxation concessions, would 
enable businesses to ''dodge" inflation at the 
expense of the individual who is unable to employ 
replacement accounting in his own affairs.’ ~ 


(The Accountants’ Journal, New Zealand — April.) 


Internal Auditing 


At the 1958 Convention of the Australian Society 
of Accountants held in May, Mr J. C. Madders, 
B.COM., of Victoria, dealt with the practice of 
internal auditing as developed in the Shell group 
of companies and in six other Australian com- 
panies. His main conclusions were: 

(1) The same principles of administration may 
apply to organizations but the practice must ` 
vary widely. To try to impose a standard 
systém of internal audit on all companies 
would lead to failure. Internal audit must 
be practical, in sympathy with the peculiar 
problems of each company. 

(2) The justification of internal audit rests on 
its value to management as an appraisal of 
internal controls, including internal check, 
and of performance, under conditions where 
cemplexity of administration makes an 
appraisal necessary, and other forms of 
management review though SEN are 
inadequate. . 

. (3) Detailed checking by the auditor, over id 
above these checks conducted within the 
financial system, should be restricted to the 

. degree made necessary for proper appraisal. 
The safeguarding of the company’s assets, 
the accuracy of its records and the protec- 
tion against fraud is primarily the responsi- 
bility of the line management. Emphasis is 
placed on the system of internal controls 
including internal check. The internal 
auditor’s responsibility primarily is to 
evaluate the executive performance and 
the system of controls. 
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Programming and Operating Facilities 


HE main difference between computers of com- 
| parable size is in the provision of aids for both 
the programmes and operators. The larger the 
, fast store the easier the task of programming because 
the organization of the correct data in the right place 
| at the right time becomes very much simpler. How- 
ever, there are a number of other facilities which are 
,of considerable help. The cost of writing and 
' developing a programme is considerable, and if this 
|i can be reduced appreciably by shortening its length, 
‘and lessening the possibility of errors, the savings will 
: outweigh the additional capital cost. 
| Except in specific cases the names of computers 
with or without different facilities have not been 
‘mentioned on the grounds that to do so might be 
| misleading. Sometimes a particular facility might not 
|be provided, but because of some other advantage 
| (e.g. an especially large store) it was deliberately not 
| provided and the machine is no less efficient. The 
| following paragraphs, therefore, mainly indicate some 
of the points to be studied when making a decision 
| as to the best machine. 
^ On some of the smaller machines such as the 
,P.C.C. the Burroughs Eror and various punched- 
card calculators the programme is held on plug 
! boards or prepared programme boards. This is quite 
oo but if adopted on larger machines, with 
longer programmes this would involve delays in 
, preparing new boards for each job, and the change- 
| over from job to job would be difficult. The pro- 
gramme is, therefore, held in the store with the data, 
and this must be taken into account when assessing 
' the size of store required. Some routines which are 
frequently required, such as the conversion of £ s d 
‘into pence, are wired into some machines, and in 
others form part of the coded instructions. They 
might, i in the latter case, require quite a large pro- 
portion of the store, and the comparative disadvantage 
will entirely depend on the aize of the store. 


| The difficulties of organizing the data punched 


‘into cards or. paper tape so that they can be read into 
' the computer are often considerable. This is not so 
| great in the case of punched cards since the column 
|in which a hole is punched gives it a definite meaning. 
s plug board can then be used to connect this 

column directly to the appropriate storage location. 
| With paper tape each row of holes gains its meaning 
| from its sequence, and if any row is omitted in error, 
‘all subsequent punching could be incorrectly 
palus iie This risk can only be lessened by pro- 


"The concluding E art of a paper presented at the Twenty- 
| ninth National t Conference of The Institute of Cost 
| and Works Accountants on Dane: 6th. Part 1 appeared in 
last week's issue. 
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` viding marker characters at frequent intervals to: 


separate each sequence. The cost of punched cards 1s 
considerably greater than that of paper tape, but if the. 
data to be read by the computer is inany way complex, 
it might be preferable to use punched cards since. 
they would make both programming and routine 
operating simpler. This also applies to the output 
where the use of a plug board for both punching cards 
and arranging a printer layout is a great help. 

A further assistance in connection with both 1 input 
and output is the provision of an intermediate store. 
Using this store, the next card or section of tape 1s 
automatically read into it whenever the previous 
contents of the store are read into the main computer 
store. The use of this buffer store, as it is usually 
called, means that the comparatively slow process of 
reading in or punching or printing out can be done 
while the computer is operating on other data. In fact, 
where the computing time is large and the pro- 
gramme well designed, the computer may never 
have to wait for information. 

A further difference between machines is whether 
they operate in binary or decimal notation. 'The 
IBM 650 and the Remington Rand Univac are the 
only machines available in this country which operate 
in decimal. For the decimal machine it is contended 
that, since the numbers are processed in their original 
form, checks of accuracy become simpler, and pro- 
gramming becomes very much easier. In addition no 
time is lost in converting every number from its 
decimal to binary form. However, the circuits 
required are more complex, and this makes the 
machine more costly. If able programmers are 
employed — and to do otherwise would be a false 
economy when the capital costs involved are con- 
considered — they would have no difficulty in working 
in the binary notation. The only problem really arises, 
therefore, when a large number of conversions 
between binary and decimal must be made, but here 
the time lost in conversion might be regained if the 
binary machine is faster in SESCH than the so- 
called decimal machine. 

The provision of automatic checks in the circuitry 
of the computer is another refinement on which there 
are different opinions as to their usefulness against 
the additional price to be paid. Their purpose is to 
ensure as far as possible that if an electronic pulse 
representing a digit is gained or lost, this. will auto- 
matically be found. Most computers now use this 
method in the parity check for data being read in 
from cards or paper tape, and also in connection with 
magnetic tape. However, the IBM 650, in particular, 
incorporates a number of other check points within 
the machine. It is claimed by users of the 650 that 
almost no errors due to machine faults, have passed 
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through unnoticed, but from statistics kept by the 
users this computer has proved exceptionally reliable 
in operation, and on another machine equally reliable, 
a few checks written into the programme might 
have served the same purpose. It is sometimes for- 
gotten that while a check enables an error to be 
located, it does not assist in rectifying it. The probable 
future trend may, therefore, be put to further effort 
into making the computer more reliable and free 
from error, and to have checks only where the chance 
of error is greatest, such as input and output. 


Detailed Programming Facilities 


There remain a few more detailed programming 
facilities which can be listed very briefly: 


(a) The provision of a simple means to read the 
programme into the computer store and then 
to start the computer obeying the instructions. 
Some machines, due perhaps to faults in design, 
require a considerable amount of switching on 
the console to achieve this. While the pro- 
grammers or operators soon become adept at 
this, it is time wasting and can lead to errors. 

(b) Provision of 'rounding off' automatically after 
multiplication. The product often contains 
more digits than are required, and in this case, 
if the rounding off must be done to the nearest 
whole number above or below, without a 
special order, several instructions will be 
required instead of one. 

(c) Use of special storage locations within the 
computing centre to act as modification registers 
or as they are sometimes known, B-line stores. 
They enable instruction or reference to a 
storage location within the programme to be 
modified by the addition of the constant in the 
register to the number representing the instruc- 
tion or the storage location. This facility makes 
it much easier to use a few instructions many 
times over on different sets of data and both 
shortens and simplifies the programme. Most 
computers have now been provided with at 
least one such register, but they are not all 
alike. Leo II has one of the more comprehen- 
sive series of registers. The basic IBM 650 has 
no modification register. It does, however, have 
a function which other machines do not possess, 
known as ‘table look-up’. The machine here 
automatically searches through series of num- 
bers contained in consecutive storage locations 
until it finds a number of the required pre- 
determined size. This in part serves the func- 
tion of a modification register. 

(d) When developing a programme a most useful 
facility is to be able to stop the machine.or to 
print out automatically the contents of selected 
storage locations in order to ensure that the 
programme is carrying out the instructions as 
intended. Some computers have an optional 
stop facility determined by a key on the console. 
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When this key is down the computer stops 
upon meeting a particular instruction written 
in different parts of the programme. The 
Emidec will be one of the most advanced 
machines in this respect as it is planned to 
incorporate ten separate stop keys. As regards 
the printing out of information, special pro- 
grammes are usually written for this purpose. 
However, there is wide difference between 
manufacturers in this respect as the pro- 
grammes written for some machines are not 
very comprehensive. For example, there should 
be programmes to print out specified locations 
of the store, or whole groups of locations, or 
perhaps only those stores which have changed 
between two given points in the programme, If 
a reasonably large selection is not provided, 
time will be wasted perhaps in printing out 
large sections of the store which will be un- 
necessary, or the customer will have to spend 
time writing his own programmes. 

In these cases a programme would require a longer 
time before it is correct and operating. This might 
become particularly expensive if computer time were 
hired. 


Punched Cards and Paper Tape 


Having considered the computer itself it is now 
proposed to examine briefly the various types of 
ancillary equipment which can be attached for 
putting data into the machine and taking out results. 

The techniques of using punched cards'are well tried 
and well known, and there is no great change in either 
the equipment or in the method of using cards in 
connection with computers. However, paper tape has 
not been used previously to handle large quantities 
of numerical data and, until comparatively recently, 
the main users of paper tape for routine accounting 
work have been Leo Computers Ltd. 

The problem 1s to be able to use quite junior girls 
as punchers and to adopt a system that ensures that a 
correct tape is prepared as rapidly as possible. The 
simplest method is to punch two tapes from the 
same data, and then to pass them both through a 
device called a comparator which checks whether the 
tapes agree. However, if they do not agree and cor- 
rections are required, this might involve reproducing 
one of the tapes perhaps to insert a missed character 
or to make a splice, and if the tape is long this would 
be cumbersome and time wasting. The method 
adopted for Leo is probably the most effective. After 
a first tape has been punched, a second operator 
punches the second tape, and this is automatically 
compared character by character with the first tape. 
Whenever they do not agree the device locks and the 
operator must take action to correct the error. In 
doing this a star or red figure is printed on a strip of 
paper emerging at the back. It is this strip of paper 
that makes the system so effective because a super- 
visor is able to recheck the second tape wherever 
differences have occurred. The work of the junior 
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operator is thus. controlled very effectively, and it is 
surprising that a system of this nature has not been 
adopted by other manufacturers. _ 

Ás regards computer output, paper tape is still 
very slow as the no Creed punch produces 
about 25 to 30-characters per second. This is very 
much slower than punched cards, and if this punch 
must be used extensively as the main output the 
computer may be made so slow as to be uneconomic. 
However, it is understood that a punch capable of 
punching over 200 characters per second will be 
available in a few months, and this is being eagerly 
awaited. 


Printers 


The choice of printers can also be a problem since 
there are a number of types and combinations of 
equipment. 

There are broadly four combinations of equipment 
which can be adopted -either a line at a time 
printer connected directly to the computer, the same 
printer as a separate unit, a battery of typewriters 
directly connected to the computer, or the same 
typewriters as separate units. The use of typewriters 
is a development from the use of teleprinters with 
punched paper tape. It does not appear that they will 
be very widely adopted for accounting work- 
certainly where a great many results must be printed. 
Some of the models so far produced have not proved 
to be very reliable, and since they are slow several 
must be used in a battery. This entails splitting up 
the results as they emerge from the computer to feed 
each typewriter, and while this can sometimes be 


. done, it may often cause organizational difficulties, 


.It is likely, therefore, that the line printers as 


| already used with punched-card installations will be 
' used in most systems. Very fast printers are being 


m es GE ie e 


| 


|. 


H 


| developed and therefore, provided that there is not a 
| great amount of printing, the computer would not 
have to wait for the printer even though it is directly 
coupled. With this arrangement there is also the 
advantage that the results can be read as they emerge, 
and.any errors due to machine faults or other reasons 
can be seen and less machine time wasted. However, 
where even the faster types of printer, such as the 
Samastronic operating at 300 lines per minute, are 
too slow, it would be preferable to use the printer as 
a separate unit, and to transfer the results from the 
computer on to, say, magnetic tape. This would 
require the use of a magnetic tape to printer con- 
verter.unit-which can be more expensive than the 
basic computer itself, e.g. up to {60,000 with the 
printer. However, this additional cost might be 
partly offset if the printing can be carried on while 
the computer is occupied on the other work and thus 
a slower and cheaper printer employed. 

All the magnetic tape to printer converters being 
designed or produced by the various manufacturers 
appear to be quite similar, their. main purpose being 
to collect information coming in serialy from the 
tape and to issue it to the printer a line at a time. The 


THE 
ACCOUNTANT 


1435 


Ferranti converter, the only one:in. use in this 
country up to the present, has an additional facility: 
as it can print selected information from the tape 
and does not have to print the whole contents. The 
Elliott 405 converter will also have.a similar facility. 
However, although this appears to be extremely 
useful the converter can only print from tape written: 
-in a binary/decimal form and not in pure binary. It. 
is not very convenient to store information in binary/ 
decimal since a conversion would have to be made 
every time information passed into or out of the 
computer, and this would slow any job down con- 
siderably. ‘The use of this facility may, SOM be 
, economic in only a ES ‘Cases, Hs 


Character Recognition | 


The. problems of input and oütput cannot be left 
without mentioning the possible replacement of the 
punch operators by a character recognition unit. The 
Solartron reader in particular is very promising. While, 
at first this reader will be used to read cash till rolls, 

it is probable that in, due course other attachments 
may be developed. However, it can only be used to 
recognize print which has been specially set out for. 
it, on a standard format, by a typewriter or other 
machine. The question therefore must always be 
asked whether it would not have been more economic 
to produce either cards or paper tape by hand and 
then print automatically, or to put a special punching 
attachment on to the typewriter (for example the 


. Flexowriter). This obviously cannot be done in the 


case of a chain of shops using cash tills in many parts 
of the country, since the cost of each till would 
become too high. Hence, this first application of the 
reader should be a very good one. 


Narrowing. the Choice 


Having now considered the range of equipment 
available our task is to select the installation that will 
do the job required within any time limit set, and in 
the most economic manner, The only way in which 
this could positively be done would be to select two 
or more of the most likely combinations and to 
programme the job completely for each one. But, as 
stated earlier, the cost of writing one set of pro- 
grammes might exceed that of the machine, and to 
repeat this labour again would, therefore, be un- 
thinkable. An alternative adopted. by at least one 
concern in this country would be to make up simpli- 
fied versions of the problems to be run. However, 
.even this might take a considerable time to complete, 
and the simplifications made might remove just those 
difficulties that one computer would have overcome 
far more easily than another. Finally, the simplified 
job, when programmed, cannot be used, but the 
practical job must be re-programmed, possibly Hom 
the start. 

The choice must therefore be made, using expert 
knowledge to examine the jobs to be carried out and 
to decide what points of difficulty are likely to arise. 
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A" limited amount of programming might sometimes 
be done to examine closely some parts of the pro- 
gramme wliich are to be used frequently, and also 
discussions: might be held with the various manu- 
facturers. It is certain that experiencé will be gained 
by manufacturers, consultants and others as to the 
type of calculations and processing which each 
machine can do better than any other, but this will 
take time. The work being done by the British 


Computer Society should also be of considerable - 


value here. 


Operating Reliability 


In this way it is assumed that the choice has at least 
been narrowed to two or three machines, each of 
which can do the job required, and the final decision 
may well rest on a comparison of the operating 
reliability of each machine. Here, unfortunately, 
there are very few records, and in fact the more 
complex installations planned for commercial pro- 
cedures are only now being completed and delivered. 
It is certainly not fair to base too much on the per- 
formance of these first machines, 

The potential user is, therefore, forced to consider 
the background of the manufacturer. It is always 
possible to visit the factory and to meet the actual 
people in charge of production, design and research. 
In fact it is astonishing how often the whole project 
has been developed from the idea of one or two 
people. The plans for the future, and the amount of 
work done by the firm in electronic fields other than 
the computer field would also seem to be very 
important. 

Finally, there is information available as to the 
numbers of machines on order or delivered and the 
approximate position in early May 1958 is included 
at Table II. It should be noted that many of these 
machines have been sold for use on scientific calcula- 
tions, although later adaptations have been made to 
make them more suitable for commercial work. 


Services Offered by Manufacturers 


The services offered by the various manufacturers 
are now becoming quite similar. They all offer train- 
ing courses for programmers, operators and engineers, 
although the quality of the courses varies consider- 
ably. Most manufacturers are also able now to give 
some free assistance in programming to the members 
of the customer's staff, and also provide a limited 
amount of free machine time on their service com- 
puter to enable the programmes to be tested. 
However, the most important service which the 
manufacturer can offer is that of previous experience. 
Certain companies have built up a considerable 
reputation in certain fields either in scientific com- 
puting or, for example, Leo in the commercial field. 
It is important to consider not only the installations 
or service jobs which have been completed, but how 
well the manufacturer has organized his staff to take 
advantage of and to pass on the lessons learned — for 
example, in providing simplified routines to organize 
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large quantities of data, or in writing complete pro- 
grammes, parts of which could be used in future jobs. 

It is recommended that before any decision is 
made, discussions should, if possible, be held with 
previous customers to ascertain whether satisfactory 
service facilities have indeed been given. 


TABLE II 


Approximate Numbers of Computers on Order and 
Delivered - May 1958! 


On order Delivered 


IBM 700 series?  .  .. I 1 
Remington Rand Univac? I — 
Ferranti Pegasus 9 15 
Ferranti Perseus .. 2 — 
National Elliott 405 18 IO 
English Electric Deuce .. 3 18 
IBM 65o? D 2% 6 8 
EMI Emidec  .. T 4 — 
Leo Computers Ltd, Leo II I 
Hollerith Hec — all models mi 30 
Ferranti Mercury 9 4 
Elliott 402 gs — 8 
Burroughs Eror? — 2 
Stantec Zebra. 9 6 
Metro Vickers 950 a 1 
Hollerith 555 : 40 8 
Powers Samas P.C.C. . ISO 3 
IBM 604? .. Several score installed 
and- on order 


Ac beorder a Helvery poston Ie chang np ra and all the above 
V fne Agurea for IBM, Remington Rand and Burroughs do not include sales 
outside the United Kingdom. 

Another service offered by all manufacturers is 
that of maintenance in the field. It would seem that 
up to the present about half the users have decided 
to do their own maintenance after the first year 
(when the machine is usually under guarantee) and 
half sign a maintenance agreement. Whichever is 
adopted, much of the success of maintenance seems 
to depend on the individual engineer concerned — 
whether he has a flair for knowing where to look 
when a particular fault occurs. 

Incidentally it is often stated that if the customer's 
machine should break down, any rush job could be 
run on another machine. Great care must be taken to 
ensure that this promise can really be implemented 
in practice. Often there is a small difference in the 
computers which would invalidate some instructions 
in the programme or, now that magnetic tapes and 
films are being adopted, there is a risk that they 
could never be read py the units on the relief machine. 
However, the reliability of computers has improved 
considerably during the past two years and usable 
time of the order of 95 per cent or more of the total 
time i8 claimed. 


" To Hire or to Buy 


Having decided on the computer there are now 
three possibilities open to the user: 

to hire time on a service machine; 

to hire the computer; 

to purchase the computer. 


Jurie 21st, 1958 


The cost per hour of hiring time is very likely to 
decrease quite considerably. in the future as more 
computers are installed. In particular it is probable 
that many industrial users will be willing to hire out 
spare capacity at little more than the marginal cost 
of running the machine for the extra time. At the 
rates being charged at present, say £25 per hour, it 
éan be calculated that it would be more economic 
to hire time if the weekly usage is to be less than 
about twelve hours. 

Hiring the installation is certainly more expensive 
than buying it outright, but it offers the advantage 
that the installation can be taken out at any time. 
However, it must be remembered that a considerable 
amount of money will be spent on programming and 
installing the procedures. All this will be lost if the 
hiring agreement is cancelled even if a machine of 
another type is subsequently purchased. 

As regards contracts of sale, there is no reason why 
all manufacturers should not now be able to offer a 
firm contract price at the time of placing the order 
instead of leaving this open to be the price at time of 
delivery. In order to protect the manufacturer against 
rises in costs, a variation clause.might be adopted, 
based on National Áwards by the Engineering and 
Allied Employers' Federation for wages and the price 
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index figure in the Electrical Machinery Index for 
materials, and this is, in fact, done by some firms. 


"To leave the price open is to commit the customer 


since he cannot afford to withdraw once the pro- 
gramming is done. 


. The Future 


What of the future? There seems to be little prospect 
of cheaper equipment although computers will tend 
to become smaller in physical size with the use of 
such devices as transistors. 

It is quite possible that production costs will 
force many manufacturers to concentrate on one 
particular type of equipment. This is already becom- 
ing so in the case of ancillary equipment, for example 
printers, magnetic tape units and punched card and 
paper tape equipment. This might well continue so 
that magnetic drum units or magnetic core stores 
were invariably produced by one specialist. The 
ultimate picture 1s perhaps one of a computer at the 
centre of many separate devices capable of specialized 
tasks such as sorting, collating or printing, and infor- 
mation being switched electronically from one to the 
other using, say, magnetic tape so that each unit, 
including the computer, can be utilized to the full. 

(Concluded.) 





Weekly Notes 


Municipal Treasurers’ New President 


R Joseph William Hough, opp, F.I.M.T.A., 
S.A.A., was installed as President of ‘The Insti- 


tute of Municipal Treas- 
eT ee ee turers and Accountants 
i PAM RR A on Friday of last week at 






the annual conference of 
the Institute held at 
Eastbourne. 

Mr Hough, who is 
borough treasurer of 
Islington, was born in 
1898 and began his local 
government career in 
1915 when he joined 
the staff of the borough 
treasurer of Salford. He 
was appointed chief ac- 
countant at Salford in 
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. 1928 and deputy borough treasurer of Hackney in 
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1934, succeeding to the post of borough treasurer in 
1941. He moved to his present post in 1943. 

He is a member of the Metropolitan Boroughs’ 
Advisory Committee and represented it at meetings 
of the Metropolitan Boroughs' Standing Joint Com- 


mittee from 1946 to 1957. He has served on numerous 
committees and working parties set up by various 
Government departments and his work on behalf of 
local government finance was recognized in 1953 
when he received the O.B.E. 

Mr G. B. Esslemont, J.P., M.A., B.COM., LL.B., C.A., 
F.I.M.T.A, City Chamberlain of Glasgow, has been 
installed as Vice-President of the Institute. 

A report of the proceedings at the conference 
appears on other pages of this issue. 


Birthday Honours 


1 is with pleasure that we offer our congratulations 
to those members of the profession whose names 
appeared in the Birthday Honours List. 

Once again the profession was well represented in 
the list. Among the Knights Bachelor were two char- 
tered accountants, Mr William Speight Carrington, 
F.C.A., a Past President of The Institute of Chartered 
Accountants in England and Wales, and Mr William 
Cash, M.A., F.C.A. Carrington, who is a partner 
in the firm of Whinney, Smith & Whinney, Chartered 
Accountants, was a member of the Royal Commission 
on the Taxation of Profits and Income and was also 
a member of the Tucker Committees on the Taxation 
Treatment of Provisions for Retirement and the 
Taxation of Trading Profits. Mr Cash is senior 
partner in the firm of Cash, Stone & Co, Chartered 
Accountants, of London, Portsmouth and South- 
ampton, and is chairman of the Girls' Public Day 





Mr William Cash 
Knight Bachelor 


Mr W. S. Carrington 
Knight Bachelor 


School Trust which administers twenty-three schools 
in various parts of the country, providing high school 
education for some 13,000 girl pupils. 

The C.B.E. has been awarded to four members 
of the profession. They are Mr Dennis Bellamy, 
O;B.E, D.L., F.A.C.C.A., F.C.W.A., chairman of the 
Yorkshire Electricity Board; Mr Norman Richard 
Rowley Brooke, j.P.,. A.C.A., for political and public 
services in Wales; Lieut.-Col. Herbert James Wells 
M.C., J.P., F.C.A., a partner in the firms of Amsdon, 
Cossart & Wells and H. W. Steele & Co, Chartered 
Accountants, of London, for political and public 
services in Surrey; and to Col. Robert Pearson 
Winter, MG, T.D., D.L., F.C.&, a member of the 
Council of the Institute, Vice-Chairman of the 
Territorial and Auxiliary Forces Association, County 
of Northumberland, and a partner in the firm of 
Winter, Robinson, Sisson & Benson, Chartered 
Accountants, of Newcastle upon Tyne. 

The O.B.E. has been awarded to Mr Edward 
Baldry, F.c.a.; lately Vice-President of The Society 
of Incorporated Accountants, a member of the 
Council of the Institute, and a partner in the firm of 
Allen, Baldry, Holman & Best, of London; Lieut.- 
Col. Kenelm Antony Philip Dalby, D.S.O., F.C.4., a 
director of public companies, for political and public 
services in Bristol; Mr Joseph ‘Neville Macfarlane, 
A.C.A., chief accountant, Ministry of Power, and to 
Mr Ernest Furguson Milne, C.A., a partner in the 
firm of Thomson, McLintock & Co. We also 
congratulate Mr Stanley Joseph Docking Berger, 
M.C., F.C.LS&., who receives the O.B.E. Mr Berger 
is director and secretary of The Institute of Cost 
and Works Accountants and commenced his thirty- 
three years’ service with that Institute as secretary 
in 1925. He will be retiring towards the end of 
this year. 

Three members of the profession receive the 
M.B.E. They are Mr Walter Joseph Dymott, F.C.A., 
a partner in the firm of Angus Whiting & Co, 
Chartered Accountants, of London, for political 
services in the Spelthorne Division of Middlesex; 
Mr William Mathew Grier, F.s.a.a.,-Burgh Chamber- 
lain, Alloa, and Mr Ernest Wallace Sweeting, EG 
senior accountant, 'l'he Admiralty. 
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Mr Stanley J. D. Berger 
O:B.E. 


Initial Allowances Up Again 


Cee 13 of the Finance Bill provides that 
initial allowances for industrial buildings and 
for dredging expenditure shall go up from ro per 
cent to 123 per cent, and those for plant and machin- 
ery from 20 per cent to 25 per cent. During the 
Committee Stage of the Bill last Tuesday, the 
Chancellor of the Exchequer announced that he 
would propose an' amendment to double these 
increases, so that the 10 per cent rate would become 
IS per cent and the 20 per cent rate ie Goen 
30 per cent. The new rates would ap 
expenditure incurred on or after April x pM Dee 


Statutory Tax Avoidance 


HEN the report stage of the Matrimonial 

Proceedings (Children) Bill was taken in the 
House of Lords on June rath, an amendment was 
agreed to which will have the effect of enabling parties 
to matrimonial proceedings to save tax. SS 23 
of the Matrimonial Causes Áct, 1950, provides that 
where:a husband has wilfully neglected to provide 
reasonable maintenance for his wife or children, the 
Divorce Court may, on the application of the wife, 
order the husband to make to her such periodical 
payments as may be just. Clause 4 of the Bill has been 
amended to extend this power so as to provide for 
payments direct to the child or to a third person on 
the child’s behalf. Lord Merriman welcomed the 
amendment, pointing out that it would avoid the 
artificial addition of the payments to the mother’ 8 
income for income tax purposes, 

The House also gave a second reading to the 
Variation of Trusts Bill. The sponsor of the Bill said 
that a frequent ground for calling in its aid would 
be to avoid or diminish tax liability. Viscount 
Simonds suggested an amendment to the effect that 
it shall not.be an objection to the exercise of the 
Court's discretion under the Bill that the main 
purpose of a proposal is tax avoidance. The. Lord 
Chancellor would not promise to accept such an 
amendment without seeing its precise terms. On the 
other band, he was satisfed that justice required 


that beneficiaries of a trust should not be hampered 
in carrying out variations for the purpose of tax 
avoidance merely because some of them were infants 
or otherwise incapacitated. 


. Free Legal Advice 


HE Lord Chancellor announced in the House of 

Lords on June 12th that the Government in- 
tended to bring into force, towards the end of the 
current financial year, Section 7 of the Legal Aid 
and Advice Act, 1949. This section provides, in 
substance, for the giving of oral advice by solicitors 
in ordinary practice for a fee payable out of the Legal 
Aid Fund. It is considered that a scheme of this kind 
would be more satisfactory in many respects than 
the employment of salaried legal advisers. The Lord 
Chancellor added cautiously that the change was 
dependent on sufficient solicitors indicating their 
willingness to operate the scheme. Section 5, the 
remaining section dealing with Se advice, will 
probabl "be brought into force in next financial 
year. There are similar proposals for Scotland. 


Flags of Convenience and German Tax 
GOVERNMENT Bill now awaiting the ap- 
proval of the Lower House of Federal Germany 

provides that in future 50 per cent of the profits 
derived from high-sea shipping shall be charged at 
a reduced rate. The Bill is regarded as the beginning 
of measures to meet the threat of competition to 
West German shipping from ships flying flags of 
convenience. Full details have not been worked out 
but it is expected that approval will be given before 
the summer recess. 


Hardwick Hall as Payment of Estate Duty 
T is estimated that when the tenth Duke of 


Devonshire died in 1950 estate duty was incurred 


of about £6 million. Last August it was announced 
that agreement had been reached with the Treasury 
and the Inland Revenue with the trustees of the 
Chatsworth Settlement for the acceptance of Hard- 
wick Hall, Derbyshire, its contents and park, and of 
eight major works of art from the Chatsworth 
collection, in part payment of the duty. Negotiations 
have now been completed and contracts exchanged 
for the transfer to the National Trust of Hardwick 


Hall, and for the retention in the Hall, in the care 


of the trust, of its important contents. In addition 
to the hall and park, the transfer includes the Ault 
Hucknell estate which adjoins the park, and part of 
the Hope Woodlands estate, an area of moorland 
and forest of great beauty in the Peak District. They 
cover, in total, some 18,700 acres. Over £350,000 
estate duty has been settled by the transfer of these 
properties, the cost faling on the National Land. 
Fund. The whole transaction, including the eight 


major works of art, comes to £1,375,000. The con-' 


tents of Hardwick Hall are estimated to have cost 
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the National Land Fund about £170,000. Hardwick 
Old Hall is to be taken into the guardianship of the 
Ministry of Works. 

It was also announced on Monday that Bening- 
borough Hall, Yorkshire, has been accepted by the 
Treasury in part settlement of the estate duty pay- 
able on the death of Enid, Countess of Chesterfield, at 
a charge to the National Land Fund of £29,250. 
The hall and adjoining land will in due course be 
conveyed to the National Trust, and the Trust hope 
to find a tenant to take the hall and the home farm 
of about 300 acres. 


The Colston Trust: Beneficiaries’ Action 


ie 1948, Sir Charles Colston, then chairman of 
Hoover Ltd, spent £6,250 in acquiring Class A 
ordinary shares in the company on trusts for the 
benefit of its employees and ex-employees (other 
than Sir Charles himself). Lady Colston, having 
once been in the company’s employment, the Inland 
Revenue levied surtax on Sir Charles in respect of 
all the trust income. As reported in our issue of 
August 18th, 1956, the trustees decided to hand over 
nearly all the trust assets to Lady Colston who 
would use them to set up the Colston Educational 
Trust for the benefit of certain named educational 
establishments. We reported at the same time that 
an employee of Hoover Ltd was considering whether 
to contest this move by the trustees. 

On Tuesday last, Mr Justice Upjohn began the 
hearing of an action by six loyees and ex- 
employees of the company against st the trustees of the 
two trusts. The plaintiffs contended that the pay- 
ment to Lady Colston was wrong and should be 
refunded and they also sought the replacement of the 
trustees of the original trust. It was said at the hearing 
that the trust fund at the time the Court had to 
consider was worth some /,500,000. 


.Lump-sum Payment Not Taxable 


HE Court of Appeal on Monday dismissed the 

appeal by the Inland Revenue against the 
decision of Vaisey, J., in Sabine v. Lookers Lid. The 
respondent is the main distributor of Austin cars 
in the Manchester area. When the British Motor 
Corporation was set up the agreement under which 
the respondent acted as distributor was altered and 
the Austin Motor Co Ltd agreed to pay à lump sum 
to the respondent, arrived at on an arbitrary basis. 
This lump sum was intended as compensation for 
an apprehended loss of security in the position of 
distributor. The Special Commissioners held that 
the sum was capital in the hands of the respondent 
and should not be brought into the computation of 
assessable profits. Vaisey, J., upheld this decision 
(see The Accountant, March 15th, 1958, page 312) 
which has now been confirmed by the Court of 
Appeal. Leave to appeal to the House of Lords was 
granted.. ` 
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Finance and Commerce 


New Form 


UR reprint this week is of the accounts of 

Johnson & Phillips Ltd, the cable makers and 
electric equipment manufacturers, and reference to 
The Accountant of June ist last year, in which the 
company’s 1956 accounts were reproduced, will show 
at a glance that the presentation has been completely 
overhauled. Last year we commented on ‘an evident 
reluctance to accept modern practice in published 
accounts’. Figures were shown down to shilli 
and pence and the balance sheets were extended in 
length by adjustments to reserves which were plainly 
evident elsewhere. 

The 1957 accounts are in modern form with the 
fussiness of previous years eliminated, the parent 
and group balance sheets being set to a single 
narrative. Mr William Glass, the chairman, hopes 
that the new form will be ‘more acceptable’. We are 
interested to note that Sir Richard E. Yeabsley, 
C.B.E., F.C.A., joined the board last April as financial 


adviser. Dare we hazard a guess that the improvement 


in the accounts may stem from Sir Richard's appoint- 
ment? And for the decision to dispense with dis- 
inguishing numbers for the two classes of the 
company's shares? 

Apart from the figures themselves, the Johnson 
& Phillips’ report is reshaped and is attractively 
presented. Photographs show some of the main 
products and factories, But while the new-styled 
accounts are a vast improvement, they would have 
been better still had the profit view been taken above 
the ‘trading surplus’ line and figures for turnover 
and costs provided. 


Dividend Reduced 


Although the trading account balance in 1957 rose 
to £405,637 from the 1956 level of £321,507, many 
of the difficulties of 1956 continued into last year, 
and indeed, still persist. Mr Glass says that a great 
deal has been done to increase administrative and 
productive efficiency but there are no signs that 
severe competition in both home and overseas 
markets is likely to lessen. Profit margins are very 
small. 

Shareholders were told last April that conversa- 
tions were taking place with the board of W. & T. 
Henley's Telegraph Works Company with a view 
to a possible merger of interests. Mr Glass promises 
a more definite statement as soon as possible. 
Meanwhile shareholders suffer a cut in dividend 
from 10 per cent to 5 per cent which means that 
their payment has fallen from 15 per cent to 5 per 
cent in three years. À year ago, the 10 per cent pay- 
ment. necessitated making a call on the dividend 
equalization reserve and we suggested last June that 
this was one of the few instances in which such a 


fund had fulfilled its purpose. The fund now stands 
at {70,000 but ‘in view of the still unsettled future 
trading conditions' the directors do not feel that any 
call should be made this year. Some shareholders 
may find it difficult to understand the board’s 


reasoning. 
Separate Figures 


Bo the group trading profits of United Drapery 
Stores Ltd of £7,131,877 for the year to February 
Ist, 1958, is deducted £72,579 for ‘variation in pro- 
vision for unearned profit on hire-purchase debtors 
and for debt contingencies’. The previous year’s 
adjustment was an addition of £352,092 to the profit 
of £6,294,939. The board, states Sir Brian Mountain, 
the chairman, has decided to show these figures 
separately so that the effect on any particular year’s 
trading can be seen. 

Last year, he reminds shareholders, he said that 
these reserves had been reduced owing to the fall 
in the sums due for hire-purchase debts and that this 
had favourably affected the figures by approxi- 
mately £350,000. During the year under review, 
while hire-purchase business has been maintained, 
short-term credit and other instalment selling has 
increased with the result that £72,000 has been 
charged to profit and loss account for increased debt 
provisions, 

To have the actual figures in the accounts is, of 
course, much the better way of showing the effect 
on the profit position. 


Taxation on Credit 


OME remarkable figures of sales are recorded 

by Gallaher Ltd, the Northern Ireland company 
which, among other things, produces the ‘Senior 
Service’ cigarettes. Turnover for 1957 was £204 
million compared with {160 million for 1956. 

Of course, most of these millions represent tobacco 
duty and Sir Edward de Stein, the chairman, points 
out that the company has to finance duty for approxi- 
mately seven weeks between the date of removing 
tobacco from bond and payment by customers for 
manufactured goods. 

This, he says, involved the company in a daily 
lock-up represented by duty only of £26,600,000 in 
1957 against /22,600,000 in 1956. Actually for turn- 
over and daily lock-up, figures for five years are given. 

The very large amounts locked up in duty, says 
Sir Edward, readily explain why the company's 
borrowing has been steadily mounting. It is, in fact, ` 
a notable example of taxation on credit. 


Next Week's Reprint 


The accounts of Chamberlin & Hill Ltd will provide 
our reprint in next week's issue. 
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HE volume of money tied up in current new RATES AND PRICES 
issues and in calls on past offers is now having a Closing prices, Wednesday, June 18th, 1958 
Purse influence on the stock-markets which, in Bank Rate 
any event, would be perturbed by Middle East May 13, 1954 395 Feb. 7, 1957 5% 
developments and by the labour uncertainties at Jan. 27, 1955 34% Sept. 19, 1957 7 do 
home. id 1955 pth Mr 20, 1958 ; d 
Meanwhile, the gilt-edged section’s gradual move ~~ is SE EE e 
towards a lower yield basis remains the main prop Tr air? Bills i 
to the markets as a whole and leading industrial  APril II 5 ós iar MM. oe e 
‘equities, despite some discouraging company news — Abril 25 : a Dee May i e 16: Bad] 
particularly from the steel industry — have reached ay 2 £5 1s 1:93d% June 6 L4 145 5:72d 9, 
new ‘highs’ for 1958. Wall Street's continued firm- May 9 £5 3s 1081476 Juner3z £4 tos 177476 
ness has also assisted the London market’s tone. Money Rates 
While cheaper money is still ‘in the air’, opinion Day to day 32-44% Bank Bills 
lis very much divided on the subject of whether or 7 days l 41-4196 2 months 4-4% 
not the authorities should indulge in any major ¥'ne Trade Bills 3 months 41674375 
3 months 54-62% months 444% 
easing of credit stringency when and if the autumn 2 monti 34-64% ET 4-419, 
pressure on sterling is safely negotiated. 6 months 51-619, 
Easier credit may be desirable but whether it can Foreign Exchanges 
— GEN Gees extent of risking renewed inflation New Your -a86 d “8 a Frankfurt ned 
13 an ontreal 2:70 1742 
| ‘The laying off of labour and a reduction in both Amsterdam ` 10:581-i Oslo en 
home and export demand are now the experience in the Cr "Au Se Zeg e FUE j 
steel industry with the notable exception of the ERIS. SRI ui n E 
Steel Company of Wales whose supply of sheet steel Gilt-edged ` 
to the motor industry has called for higher output. uir 2t% sołxd. ee 4% puts 37 
' As yet, the shipping industry's slump has not wr ou Ae Di inge atio o4 cer. DT 
gar 3176 i Savings 3% 55-65 89 
affected demand for steel plate from the shipbuilding Conversion 34% 661 Savings 3% 60-70 78 
. industry where four-year order books are still held. Conversion 33% 1969 85$ Savings 3% 65-75 73% 
Cancellation and postponement of new shipbuilding Exchequer. jo L^ 102 ts Treasury 24% 49 3s 
orders may reduce potential rather than present Funding Ch : ei SEH Ee E 
D 
demand on the yards. Fading 3}% 99-04 7r#xd. Victory 472 od 
JOHNSON & PHILLIPS, LIMITED AND SUBSIDIARY COMPANIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT POR THE YEAR ENDED 3ist DECEMBER, 1957 
1956 ; 1956 | 
£ 
321,507 Balance from Trading A 405, ; 
20703 insane om Eege SH ‘ : 24704 iibi PISUEREFOEWME mS 
— Profit on reallsation of Investment ‘ , , 50,000 Add: Amount brought forward irom ae 
152,549 Parent Company . ! , [33,138 
351,210 480,341 35,479 Subsidiary Companies . 14,748 
i 188,028 147,886 
54900 Interest on S4% Loan Stock | | | l 103300 Amount transferred from Dividend Equallsation 
: terest . : . : : rred from en ua 
86,42 ` Provision for] preciation 94,474 55,000 Reserva . 0. 0. 0. 0. e 
Pensions and Group Life Assurance, Staff Provi- ——— 
62,069 dent Fund and Works Benevolent Fund . 61,557 276,093 238,631 
245 EUR £24,000 E from Ee Less: Ab abr n paid and EE 
` docu: 32344 ` On Preference Shares . 32,344 
254,865 291,096 95,863 On Ordinary Shares 47,932 
96,345 Profit before Taxation  . . . «  . 189245 128,207 80,276 
tas: Amen provided for Talon: NEPPL Cu creed forwards o 
42,200 Profits Tax . : 31,000 14,748 Subsidiary Companies. 50,665 
39,000 Overseas Taxation. 000 147,886 158,355 
81,200 c 
18,420 less: Credits arising this year . £276,093 £238,631 
62,780 92,000 — - were 
Net Profit (Parent Company's Account £54,828— pace onis EE 
S uec: Dividend ob EC SE "SEH SE Ped ei de 
uts 
500 Shareholders of Gre ares hald yo ` 500 Ger SES et 
£28,962 £32,136 
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zm Taxation Cases 
A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the ‘Annotated Tax Cases’. 


Race- course Betting. Control Board. v. 
Young 


In the Court of Appeal — May 7th, 1958 


(Before THe Master op THE Bois, Lord Justice 
Morris and Lord Justice ORMEROD) 


Income tax — Trade — Running of totalisators at race- 
courses — Deduction of expenses — Application of balance 
under approved scheme — Whether payments thereout 
allowable deductions - Improvement of race-courses — 
Whether capital expenditure — Race-course Betting Act, 
7928, Sections 1, 2 and 3- Betting and Lotteries 
Act, 1934, Section 18 (5)- Income Tax Act, s 
Section 137 (2) (f). 


The appellant Board was established by statute to 
legalize the use of totalisators on race-courses which 
it approved and it is bound to distribute the whole of 
the stake-money among the winners subject to the 
deduction of such percentage as it may from time to 
time determine. This percentage is paid into a 
totalisator fund which it-is bound to apply, after 
deducting all taxes, rates, charges and working 
‘expenses, in accordance with a scheme approved by 
the Secretary of State, 'for purposes conducive to 
the improvement of breeds of horses or the sport of 

‘horse-racing’ and ‘for purposes conducive to the 
‘advancement and encouragement of veterinary 
science and education’, 
In each of the years under appeal the amount paid 
' into the totalisators was about £25 million, and the 
| payments to winners were between {22 million and 
£23 million. After meeting expenses the balance was 
. in excess of £500,000. Under the approved scheme, 
| about half of each balance was paid into a fund called 
_ the race-course fund, which was divided among the 
approved race-courses and was expended, subject to 
' the approval of the Board, in improvements to the 
race-courses themselves and for the purpose of aug- 
menting the prize-money, so as to attract more 
entries. The other half of each balance was spent in 
making travelling allowances to owners and trainers, 
runners' allowances to owners whose horses ran in 
races, in aid of the administrative expenses of the 
Jockey Club, the National Hunt Committee, the 
Race, Finish Recording Camera, and for the benefit 
of point-to-point meetings and meetings run by the 
Pony Turf Club. 

It was contended on behalf of the Board that sums 
spent out of the yearly balances for the purposes 
mentioned were allowable expenses of carrying on 
the Board's activities, which were in the nature of 
trade. It was contended on behalf of the respondent 
that the expenditure was not incurred in meeting 
the expenses of the Board, and was in part expendi- 


ture of capital. The Special Commissioners decided 
that the payments constituted trading expenses of 
the Board, but that some of the items were of a 
capital nature. 


Held (affirming the judgment of Mr Justice 
Upjohn), that payments out of the yearly balances 
were not allowable, as they were not made for pur- 
poses exclusive to the Board's business, and that, 
although it was not necessary to decide the point, 
the us held by the Special Commissioners to be 
of a capital nature, were not in fact $0. 


C.LR. v. Oughtred 8 
In the Court of Appeal ~ May 15th, 1958 


(Before THe MASTER op THE RoLLs (Lord EVERSHED), 


Lord Justice Morris and Lord Justice ORMEROD) 


Stamp duty — Deed of transfer of shares — Interest tn 
remainder — Exchanged orally for shares — Release of 
trustees - Whether deed of transfer to be stamped ad 
valorem — Repayment of duty — Whether interest pay- 
able thereon — Stamp Act, 1891, Section 54 — Law of 
Property Act, 1925, Section 53 ~ Law Reform (Miscel- 
laneous Provisions) Act, 1934, Sections 3 and 4. 

The respondent was the tenant for life of some 
settled shares, to which her son was entitled abso- 
lutely in remainder. An oral agreement was made 
between the respondent and the son that the latter 
would exchange his interest in the settlement for 
certain shares owned by the respondent in a com- 

any, to the intent that the respondent’s life interest 
in the settled shares should be enlarged into an 
absolute interest. A deed of release was executed 
between the respondent, her son and the trustees 
whereby the latter were released from the trust. The 
deed of transfer in question was then executed by 
the trustees, and it was not disputed that it operated 
to transfer the legal estate in the settled shares to the 
respondent. 

The appellants contended that ad valorem stamp 
duty was chargeable on the deed of transfer on the 
value of the son’s interest in remainder, on the 
basis that it was a conveyance on sale. For the 
respondent it was contended that the deed should 
bear only a ten shilling stamp, as the son had already 
become constructive trustee of his interest for his 
mother under the oral agreement for value. — 


Held (reversing the judgment of Mr Justice 


Upjohn), that the transfer of the shares was the 
completion of the oral contract; that the deed of 


-transfer was a conveyance or transfer on sale of 
property; and that the ion was liable to ad valorem 
. duty. | 
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G.I.R. v. Grey and Randolph 
(Hunter's Nominees) 


In the Court of Appeal - May 15th, 1958 
(Before THE MASTER OF THE RoLLs (Lord EVERSHED), 
Lord Justice Morris and Lord Justice OrmEROD) 


Stamp duty ~ Voluntary disposition — Declaration of 
trust — Transfer of shares to nominees — Oral direction 
to hold shares — Declaration by trustees - Whether ad 
valorem duty payable — Statute of Frauds, 1677, 
Section 9 — Finance (rgog—-ro) Act, Section 74- 
Law of Property Act, 1925, Section 53. 

A shareholder in a company transferred 18,000 
shares to the respondents as his nominees. A few 
days later at the offices of the company he orally 
directed the respondents to hold the shares thence- 
forth in six blocks upon the respective trusts of six 
settlements that he had made, some years before, in 
favour of his grandchildren. Some weeks later the 
respondents executed six declarations in order to 
testify his giving of the direction. 
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The respondents conceded that the equitable 
interest in the 18,000 shares remained in the trans- 
feror until the time when he gave the oral direction, 
and that they were mere nominees for him till that 
day. They contended, however, that upon the giving 
of the direction the equitable interests in the six 
blocks of shares vested upon the trusts declared by 
the six settlements that had been executed some 
years before; that the trusts of the six blocks of shares 
were then completely declared; that no property 
passed by the respondents’ declarations; and that 
therefore the latter were not liable to be stamped ad 
valorem. The appellants contended that nothing 
passed by the oral declarations, as they should have 
been in writing, and consequently that the respond- 
ents’ declarations should be stamped ad valorem as 
voluntary dispositions. 

Held (the Master of the Rolls dissenting) (reversing 
the judgment of Mr Justice Upjohn), that the latter 
contention was correct. 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Dividends on Employees’ Shares 


SIR, — It may be of some interest to some members 
of the accountancy profession to know that I have 
recently obtained the agreement of H.M. Inspector 
of Taxes to a title to earned income relief on the 
dividends paid by my company on employees’ shares. 

The case I cited in support of my claim was that 
of Recknell v. C.I.R. (31 A.T.C. 195; 33 T.C. 201), 
and although it may be that all forms of employees' 
shares may not necessarily rank for this relief in the 
same way, at the same time, J think a general indica- 
tion of the basis of my claim might be useful. 

In brief, the details concerning the employees 
shares of my company are: 


(1) A nominal value of rs. 

(2) For dividend purposes they are ranked as {1 
shares in accordance with the company's articles 
of association. 

(3) They are allocated to employees purely at the 
discretion of the directors and have to be paid 
for at the rate of rs per share. 


(4) The shares do not carry any rights other than a 


H 


preferential return of capital in the event of 
liquidation. 

(5) They have to be surrendered on the holder 
dying, retiring or leaving the service of the com- 
pany in any other circumstances. 

(6) There is a maximum rate of dividend to which 
they may be entitled, according to the recom- 
mendation of the directors subsequently approved 
by the company at the annual general meeting. 

(7) The shares cannot be transferred except at the 

. A direction of the directors to such other employee 
as they may nominate. 

In addition to the benefit possibly arising to 
holders of similar shares in other companies, there is 
also, of course, the question of non-distribution relief 
to the company or companies concerned for profits 
tax purposes. 

A further thought, on which the opinion of your 
readers would be interesting, also occurs to me. As 
the Revenue have agreed in effect that the dividend 
paid on the employees’ shares shall be treated as 
remuneration to the employee shareholder, cannot 
the idea be taken a stage further, i.e. sbould not the 
gross dividend paid on such shares be allowed as a 
charge against, rather than a distribution of, the 
company’s profits, for taxation purposes? 


Yours faithfully, 


Liverpool, 23. A. H. DRAY, a.c.1.s. 
Back Duty 
Sir, — I am interested in the editorial footnote to the 
inquiry by ‘Norvictus’ under this heading (June 14th 
issue). 

You suggest that having made the discovery that 
all is not well, the Inspector can submit additional 


l 
E 


June 21st, 1958 


assessments for years out of date. You rightly point 
out that on appeal he can only sustain such assess- 
rnents if he can prove fraud or wilful default; but you 
say that, once appeals are launched, the Commis- 
sioners can issue a precept for information. I suggest 
that here we must beware of a vicious circle; the 
further information which the Inspector asks the 
Commissioners to demand in their precept may well 
be the very information which he requires to estab- 
lish fraud or wilful default. 

. I note you mention also the Board's powers to 
demand further information (under Section 31, 
Income 'l'ax Act, 1952) but you do not deal with the 
interesting point of the time limit, if any, for the 
exercise of such powers. 

It may be ible to find replies to these points 
about a Ge assessment for 1947-498 
which seem quite reasonable in 1958; but assuming 
the law remains unchanged, will the same replies 
about a 1947-48 assessment seem reasonable in, 
say, 1998? I suggest that we must attempt such a 
long view if we are to gauge the true effect of the 
fraud or wilful default provisions enacted in 1942. 
_ However, in my experience there are comparatively 
few cases of the type described by ‘Norvictus’ in 
which it is necessary to consider the validity of assess- 
ments for 'out-of-date' years. Before venturing into 
these deep waters, ‘Norvictus’ or his advisers should 
first consider whether the Revenue can establish a 
claim for penalties, whether for fraud or negligence, 
for the ‘in date’ years. If, as is commonly the case, 
the Revenue are found to have a cast-iron claim for 
negligence penalties which, without mitigation, would 
easily swamp the tax and conventional penalties for 
the out-of-date years, then ‘Norvictus’ will want the 
Board to exercise their powers of mitigation in 


favour of his client. The Board cannot be expected 
‘to do so without evidence of the Revenue’s real loss 


for the earlier years, and the Inspector cannot advise 
the Board as to that loss without the capital state- 


MUS Yours faithfully, 
London, Eë, V. P. GOOK. 


Profits Tax 
SIR, — Some confusion has arisen in my mind after 


.having read an article in the June issue of The 


Director which was set out in the form of questions 
and answers, as per extract reproduced below. It 


would appear that the advisers of The Director have 
given it as their opinion that the ro per cent rate 
would apply to an accounting period ending on 


June 30th, 1958, although nine months would have 
fallen before March 31st, 1958. (I mention these 
dates because the accounting year of my company 


. ends on June 30th.) For their opinion they have 
referred to the sentence in the Bill which says 
“chargeable accounting periods ending after the 


beginning of that month’, viz. April ist, 1958. 
May I request your view on this contentious 
point as, the Bill not having yet been accepted in 
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Parliament, no definite ruling can be obtained from 
the authorities and I do wish to make correct pro- 
vision for taxation in my accounts; as you will 
appreciate an error based on either conclusion would 
mean some thousands of pounds. 


Yours faithfully, 


Bristol. E. McCULLOCK. 


Extract from June issue of THE DIRECTOR: 


Q. The new profits tax rate is ten per cent as from 
April 1, 1956. What ts the position with regard to 
accounting periods which fall across that date, for 
example, a year ending on fune 30, 1958? 


A. Curiously enough, the Bill does not seem to make 
any provision for this. On the face of it, therefore, 
the ten per cent rate would apply to an accounting 
period ending on June 30, 1958, even though 
nine months of it fell before March 31, 1958. 


QO. Why is this? Previously, it has been almost an 
invariable rule that when there was a change of 
profits tax, accounting periods were automatically 
split so that part fell under the old rate and part 
under the new. 


A. It ts strange, but the explanation for it may be 
that the Government are not just altering the 
rate of profits tax but bringing about a radical 
change in its operation. Whatever the reason, 
the Bill refers to ‘chargeable accounting periods 
ending after the beginning of that month’, viz. 
April I, 1958. 


Q. Take the vast bulk of chargeable accounting 
periods, 1.e. those ending on March 31, 1958. In 
the normal way the profits tax paid by these bodies 
would be affected by distributions made within six 
months of that date, vix. September 30, 1958. 
How ts it proposed to get over the obvious manipu- 
ae ell which would be bound to take 
b 


Broadly speaking, this period is compared with a 
‘standard’ period. If the distributions are too 
low, then they are rated up to conform with that 
standard period. ij 


Q. What is the standard period to be? 


In the case you mention, it would be the year 
to March 31, 1957. The rule is to take the last 
period which cannot now be affected by distri- 
butions. 


[Our correspondent's attention is directed to the 
following sentence which appeared in a leading 
article on the Finance Bill in our issue of June 7th 
last, at page 678: 


‘It automatically follows, from the change in 
the rate as from April rst, 1958, that any period 
which would otherwise be a chargeable accounting 
period faling partly before and partly after that 
date will be split into two distinct chargeable 
accounting periods (Finance Act, 1956, Fourth 
Schedule, paragraph 1 (1)).’ 

We trust that perusal of this provision of the Finance 


Act, 1956, will set our correspondent’s doubts at 
rest. — Editor] 
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Students’ Society Administration. 


Sm, - I have read with interest the letter from Mr 
W. Walker, a.c.a., on “The Institute and its Govern- 
ment' in the correspondence columns of your issue 
of May 31st. 

One can liken the principles of government of the 
Institute with those of the Chartered Accountant 
Students’ Society of London. The main difference 
seems to be that in the case of the Students’ Society, 
the rights of members: are deliberately suppressed 
by new rules brought into effect under the disguise 
of the integration scheme. 

-I attended the annual general meeting of the 
Students’ Society at which amendments. to the rules 
were passed. The majority of the amendments were 
necessary as a result of the integration scheme, but 
two, which were strongly opposed, struck at the 
basic. right of members. It is now necessary to have 

signatures of roo members to call a special 
meeting and a poll may only be demanded 
imi one of the committee, or roo members present at 


the meeting. This is quite beyond the powers of the 
majori of members, except possibly those from the 
large itr frms who already appear to bè well. 


represented on the committee. lt seems quite 
ridiculous that these amendments were passed at a 
meeting at which, at the time of passing, there were 
less than 100 members present. Surely such import- 
ant decisions should be decided by a poll? It is 
difficult to see the point of the rule regarding a poll 
as the attendance at meetings is rarely very iudi in 
excess of roo and it must be assumed that there will 
be some opposition to the poll. 

No doubt the committee consider they can run the 
Society without reference to the views of members 
and their action over recent matters seems to confirm 

Reforms in the principles of government of the 
Institute and its associated bodies are badly needed 
if they are to keep their leadership of the profession, 
for there is growing demand for members to play 
their rightful part in the government of their body. 


Yours faithfully, 
DISFRANCHISED STUDENT. 


[Mr R. J. Carter, B.COM., F.C.4., Secretary of the 
London Students’ Society, comments: The committee 
is bound to run the Society with reference to the views 
of the majority of the members. Your correspondent 
has omitted the important word in making his com- 
ments. But the committee do in fact give full con- 
sideration to all suggestions and criticism, whether 
constructive or destructive, whether from one mem- 
ber or from 4,001. 

As regards your correspondent's first complaint, 
the minimum cost of a special general meeting of the 
London Students! Society is £100. Such a meeting 
should therefore only be called for a matter of some 
weight in which a substantial body of members are 
interested. Out of a membership of 8,000, the roo 
specified amounts to 1+ per cent. If the matter is of 
any substance at all, it should be quite easy to collect 
the required number of signatures amongst students 
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attending one, or at most two, ordinary lecture 
mee 

The same considerations apply to the demand for a 
poll. The cost of a poll in time and money is con- 
siderable. If the matter under discussion is not import-^ 
ant enough to attract to the meeting 100 out of 8,000. 
members who feel strongly enough to demand a poll, 
it does not merit the expense involved. 

The rules are careful to preserve complete E 
for. any two members without any support at all to 
bring forward and discuss at the. annual general 
meeting a motion on any matter whatever. But the 
Society and the committee are entitled to protection 
from a small but vocal group which, having had its 
full scope at a meeting, might seelc to exploit this 
freedom further without support from the general 
body of members. Less than 2 per cent of the member- 
ship is &. wholly reasonable requirement for this 


‘purpose and might even seem to be unduly favourable; 


to be: dissentients. 

As regards the complaint of the E of members 
present at the annual general meeting which approved 
the amendments to the rules, the meeting was arranged 
for a time and place as convenient as possible for all 
members. It was of course notified to all members, 
with full details of the amendments which would be 
proposed. 'l'he meeting was, therefore, open to all 
members but only few spoke against the amendments 
and one of those withdrew his opposition. On the 
voting, the meeting was so clearly in favour of the. 
provisions as put forward by the committee. that it 
was not even neccessary to complete a count] 


Pre-acquisition Profits of Subsidiaries 


Sir, - May I point out two printing errors in my 
article on this subject in your last issue? 

The phrase ‘all the complicated provisions directed 
against aividend stripping’ in the second column on 
page 708 should read “some of the complicated: etc; 
while in the third line on page 709: ‘the “view” of 
the “principle” ’ should read ‘the “view” or the 
"principle" 5 f 

Yours faithfully, 
PETER WHITWORTH. - 

[These misprints in Mr Whitworth’s article are 
regretted. — Editor.] 


Audit of Football Pool Accounts 


Sm, -We have endeavoured to locate, without 
success, some useful literature appertaining to the 
accounting and control systems employed by pool 
operators similar to the operators of large- and 
medium-scale football pools. If any of your readers 
are aware of such literature perhaps they would be 
good enough to let us have information concerning 
this, or alternatively if no such literature is available, 
practitioners who have had experience of the installa- 
tion and auditing of the accounting and control 
systems of pool operators might be kind enough to 
supply us with helpful information relative thereto. 
. Yours faithfull b en. 
; LEWIS, BURRELL & & WEBSTER 
London, EC2. — .- APT. 
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About 1,400 representatives from local and public 
authorities attended the seventy-third annual con- 
ference of The Institute of Municipal Treasurers and 
Accountants held in Eastbourne on Wednesday, 
‘Thursday and Friday of last week. 

|The conference, which was devoted mainly to 
aspects of the Local Government Bill, was opened on 
Wednesday morning by the President of the Institute, 
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MUNICIPAL TREASURERS’ CONFERENCE IN EASTBOURNE 


Mr W. O. Atkinson, M.B.E., F.I.M.T.A. The four papers 
which were presented are summarized on another 


e. 
On Friday morning — after the investiture of the 
new President and Vice-President (referred to in 
"Weekly Notes’ elsewhere in this issue) — the conference 
was addressed by the Paymaster-General, the Rt. Hon. 


Reginald Maudling, M.P. 


! EXTRACTS FROM THE REPORT OF THE COUNCIL 


| The Local Government Bill 


in its report last year, the Council noted the statement on 
the Government proposals for the review of local govern- 
ment finance made by the Minister of Housing and Local 
Government in Parliament in the previous February, but 
made no more than an intermediate comment on them. These 
proposals are now taking shape in Part I of the Local Govern- 
ment Bill at present before Parliament; and the Council, 
having given them much thought, now submits some further 
observations. 
' Fifteen months ago the Minister described the proposals 
las making for the greater independence of local authorities 
in raising and spending their money; but it seems to the 
‘Council that the financial provisions in the Bill do not go 
as far as might be expected either in increasing the financial 
i independence of local government, or in strengthening the 
‘basis of local taxation. It welcomes the doubling of the 
| contribution to local rates by industry and freight transport; 
' but it regrets that the Minister has so summarily decided 
against the Government making available to local authorities 
any new sources of local revenue. It may be that a local 
, Income tax or a transfer to local authorities of the product 
, of one or more of the national taxes would not provide a 
, Steady source of revenue proportionate to their needs and 
‘ easy to assess and collect; but it seems a pity that the 
| Government has not seen fit so far to present a fully argued 
case against these additional sources of revenue. À strong 
system of local government must rest on an adequate basis 
of local taxation, and whilst the Council appreciates fully 
that for reasons economic as well as political: the Govern- 
ment could not be expected to restore the full rating of 
agriculture, industry and freight transport at one stroke, it 
is still convinced that the only way to restore integrity to 
the rating system and make it function equitably as part of 
the general tax system of the community, is to wipe out 
the anachronisms and anomalies created by all forms of 
de-rating, to assess all properties on current values, and to 
levy all contributions to the local rate on those values. 

The Council has always held the view that the greater 
the financial independence of local government and the 
nearer it gets to the ideal of meeting its financial obligations 
out of its own independent revenues, the stro and 
healthier it will be. Therefore, in so far as the cial 
proposals contained in the Local Government Bill move 
some way towards this end they are to be welcomed. 


Local Authority Borrowing 

Compared with previous post-war years, 1957—58 has been 
a period of quite exceptional difficulty for local authorities 
and their chief financial officers. The credit squeeze and the 
restrictions on capital enditure have been maintained 
throughout the year, and interest rates have been high; 
this fact can be observed from the rates of interest on loans 
from the Public Works Loan Board. (See table below.) 

Although these rates are intended to reflect the credit- 
worthiness of local authorities of good standing, no official 
indication bas been given of their basis; indeed, it seems 


February Se? September February 
Period r6th, 1957 3th, 1957 28th, 1957 ge 1958 
Per cent Per cent Per cent er cent 
Up to § years 5 st 7 6 
5—15 years .. 5 6 6 
I5 years 5 si 6 


that the rate for loans of up to five years can have but 
nominal usage as far as the P.W.L.B. is concerned and yet 
it is a rate to which considerable significance is attached 
in the money market. 

The P. W.L.B. has not relaxed the conditions upon which 
local authorities may have recourse to it, so that the effects 
of the raising of Bank rate to 7 per cent in September 1957, 
and the consequent adjustment of rates of interest, both 
short and long term, in the market were immediately felt 
by local authorities. 'lhe pressure on the market was 
intense and the rates for short-term loans have frequenti 
been between 1 per cent and 1 per cent above Treasury bill 
rate. The reduction of Bank rate to 6 per cent in March 1958, 
resulted in a slight easing of the rates of interest payable by 
local authorities, but he Chancellor of the Exchequer 
indicated at that time that it was intended to maintain a high 
long-term rate of interest. 


Cheques Act, 1957 


"The Cheques Act, 1957, which provided, tnter alia, that an 


unendorsed cheque was prima facie evidence of receipt, 
came into operation on October 17th, 1957. Subsequently 
the Minister of Housing and Local Government issued 
Circular No. 5/58, giving a dispensation to all authorities 
from the Rate Accounts Orders to the extent that the issue 
of receipts is no longer prescribed for rate payments made 
by cheque. The provisions of the Act have considerable 
implications in relation to the accounting systems of local 
and public authorities, and the Council ha expressed the 
view that all authorities should carefully review their 
security arrangements before effecting any changes in 


procedure. 
Form of Published Accounts 


The number of authorities adopting the recommended form 
of published accounts is now rapidly growing but there 
are still many who have not as yet taken the preliminary 
steps towards adoption. The Council is entirely satisfied 
that the advantages of uniformity are substantial and will 
be of even greater significance if the Government's grant 
proposals are accepted in their present form. Some of the 
difficulties which have been present by reason of the differing 
forms of information uired by Government depart- 
ments will be solved and this should make adoption appreci- 
ably easier. The Council hopes, therefore, that every chief 
financial officer who has not already done so, will give early 
consideration to making such changes as may be necessary 
in his accounts to conform with the recommendations so 
that the maximum advantages may be achieved. The Council 
again points out that the uniformity required is of approach 
and of broad principles, and that there is nothing in the 
recommendations to prevent the retention of local detail as 
required by individual authorities. 
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THE PRESIDENT'S ADDRESS 


The President, Mr W. O. Atkinson, M.B.E., F.I.M.T.A., said 
that as three of the conference sessions were to consider the 
Local Government Bill, he 
would devote his address 
to a subject which had 
probably caused more 
trouble than anything else 
during the past few years 
or so to finance committees 
and treasurers; this was 
the credit squeeze and its 
effects on local authorities. 

In the course of his 
address he said: 


Capital Investment 


Since the war, local 
authorities have become 
accustomed to control and 
restriction of their pro- 
grammes of capital invest- 
ment by Government 
action, As long ago as 1947, the then President, Mr John 
Ainsworth, City Treasurer of Liverpool, devoted the 
greater part of his address to the Economic Survey published 
in that year and dealt at some length with questions con- 
cerning the volume and direction of local authority capital 
investment in the light of the economic conditions prevail- 
ing at the time. ‘The theme of his address was the observa- 
tion in the Survey that '. . . economic budgets . . . must be 
balanced. . . . erwise . . . too many luxuries will be 
produced and not enough food... too many toys and not 
enough children's boots.’ 

Since that time Government departments have not 
hesitated to exercise control over the capital expenditure 
of local authorities primarily by the use of the power to 
refuse consents to borrow. Until recently, however, 
education and housing — the two services which since the 
war have consistently accounted each year for the greater 
pue of the capital investment of local authorities — have 

largely unaffected by restrictions. However, the 
spectacular reduction of housing subsidies in r956 has led 
to the drastic pruning of | authorities’ housing pro- 
grammes, and in recent circulars issued by the Ministry of 
Education it has been made clear that some of the less 
essential schemes involving expenditure on capital account 
will not be allowed to proceed for the present. 





Capital Finance Generally 


The main source of capital finance for local authorities has 
been, is, and will presumably continue to be, external 
borrowing by the isaue of stock and mortgages. Since the 
war, however, borrowing methods have been greatly 
affected by Government policy and it may be of interest if 
I recount briefly the course of events during the last thirteen 
years or 30. For seven years after the end of the war, up 
to the end of 1952, local authorities had, broadly speaking, 
been compelled to go to the Public Works Loan Board for 
all the loan moneys they needed. There was then a period, 
from the beginning of 1953 until the autumn of 1955, when 
local authorities were freed from the compulsion to borrow 
from the Board and had the option of going either to the 
Board or to the market as they thought fit. However, during 
1955, when rates of interest were beginning to harden and 
the flow of money through the open market to local authori- 
ties showed signs of drying up, applications to the Public 
Works Loan Board for loans rose substantially above the 
1954 level. It was, no doubt, largely for this reason that the 
Chancellor of the Exchequer announced, in October 1955, 
that in future local authorities would be refused access to 
the Public Works Loan Board unless they could establish 
to the satisfaction of the Board that the loans they needed 


could not be raised in the open market. In other words the 
Board, instead of meeting all approved demands, was hence- 
forth to be regarded as a lender of last resort. At the same 
time the Chancellor announced that the rates of interest 
charged by the Board would no longer be based upon the 
terms which the Government itself could borrow in the open 
market, but would be related to the credit-worthiness of 
local authorities of good standing in the market. 

The manner, the timing and the content of the statement 
made by the Chancellor in the autumn of 1955, certainly 
did little to assist local authorities with their capital i 
problems. 


Mortgages — General 


For most local authorities, borrowing on mortgage (apart 
from temporary borrowing in the existing special circum- 
stances) is no doubt the most important method of raising 
capital moneys. 

Before the war many authorities, particularly in the north 
of England, raised substantial sums on mortgage by appeal 
to local investors, many of whom were only too pleased to 
invest in their own or other towns. During the war the 
amount of money flowing in from this source diminished 
to a substantial extent for a variety of reasons including the 
redistribution of incomes aa a result of taxation policy and 
the appeal of other forms of investment such as National 
Savings Certificates, Defence Bonds and the like. Further, 
restrictions by the Treasury upon the terms on which 
mortgages might be issued, and especially the stipulation 
that the minimum period of a mortgage loan should be 
seven years, greatly hampered local authorities’ efforts to 
raise capital moneys by this means. In recent times the 


- Treasury restrictions have been substantially modified, 


although there are still some irritating stipulations which 
ought to be removed forthwith, such as that which forbids 
the issue of mortgages which can run on at (say) six months’ 
notice after the expiration of the initial fixed period. 

Since 1955, many local authorities have again tried to 
interest the small investor in local authority mortgages and 
have resorted to extensive advertising campaigns both 
locally and nationally. Figures showing the amount of 
business done are not available but there can be no doubt 
that some authorities have raised relatively large sums of 
money in this way. 


Rates of Interest in tbe Future 


The borrowing policy of a local authority is naturally greatly 
influenced by estimates of the future trend of interest rates. 
This subject was examined by Professor J. R. Hicks, in a 
paper which he read recently to the Manchester Statistical 
Society and in which he expressed the view that the recurrent 
exchange crises of recent years have contributed just as 
much as has inflation to the progressive raising of rates of 
interest. It follows from this that even if the problem of 
inflation is solved it may still be necessary to maintain high 
money rates to protect the reserves and to obviate renewed 
exchange difficulties unless other means of supporting 
sterling — as, for example, a loan of sufficient magnitude 
from the International Monetary Fund — can be found. 

Professor Hicks’s views appear to have been widely 
accepted. If his diagnosis is correct — and I, for one, would 
not presume to join issue with bim — the prospects of a 
significant reduction in long-term rates of interest in the 
near future appear to be negligible, except, perhaps,.as a 
result of a fundamental change by the Government in 
national monetary policy. ... 

However uncertain the outlook may be, the right policy 
for local authorities would appear to be to restrict capital 
outlay where possible, due regard being had to the proper 
development of essential services, and where debt has to be 
funded, to borrow for short periods so far as this is 
practicable. . 
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| CONFERENCE SESSIONS 


The four papers given at the conference all dealt with 
particular aspects of the Local Government Bill. 
|Councillor D. N. Chester, C.B.E, M.A., Warden of 
Nuffeld College, Oxford, and a member of Oxford City 
Council, said that the object of his paper was to examine 
the fi financial settlement achieved by the Local Government 
Bill in relation to the general needs of local government. 
Mr Chester then went on to describe the three main 
cial objectives, namely, a review of the equalization 
grant, the reduction of the cial dependence of local 
government on the Treasury, and the re-examination of the 
structure, functions and finances of local authorities. 


Although the introduction of the rate-deficiency grant 
would d gus to local authorities, the Government 
had generally shown little concern for their financial inde- 


endence. Indeed, when Mr Sandys, ss Minister of 
ousing and Local Government, reduced the rateable 
resources of local authorities by some {50 million in 1956 
by de-rating commercial properties, he took a step in the 
op ite direction. The Government had only partially 
retormed the rating structure and had done nothing to 
provide &dditional sources of local revenue, while the 
general grant did not seem to be relevant in reducing the 
six to five ratio between grants and rates. He illustrated 
how heavily local authorities generally were subsidized 
and gave his opinion that neither a generous general s 
nor a dee ie of areas cured their financi 
adequacies dependent resources of a local kem 
should come from the industry, commerce and people 
Within its area. 


Counties and County Districts 


derman R. Guymer, J.P., F.C.A., formerly Chairman of 

e Finance Committee, Lancashire County Council, 
introduced his subject by outlining the existing relation- 

ips between counties and county districts. He felt that 

ere was no practicable alternative to the two-tier system, 

and he went on to comment on those provisions of the 

Government Bill which would affect the present 
lationships. 

‘The proposed rate deficiency grants, Alderman Guymer 
lsaid, would remedy defects in the existing equalization 
‘and capitation grants in that there would be fairer distribu- 
ition. This would reduce the disparity in rates levied not 
jonly within counties but throughout the country as a 
whole. The grant changes would be of most benefit to rural 
‘districts for they would receive full rate deficiency grant 
I whereas at present they bear the full county precept for 
! capitation but receive payment at only half rate. — . 

Supporting the proposed changes in the grant structure, 
Alderman Guymer was of the opinion that the Govern- 
ment’s intention was to give local authorities greater 
, financial independence and freedom from controls. 


The Financial Consequences 


be H. Pollard, C.B.E., F.8.A.4., F.I.M.T.A., City Treasurer 
of Kingston upon Hull, traced the history of grants in 
| relationship to rate income and considered the basic 
principles on which. grants were paid to local authorities. 
. He then gave brief summaries of the Local Government 
Acts of 1929 and 1948, showing how each effected major 
in the grant structure and in the SE OE of 
` local author! pee chargeable to rates. The go 
| of grants for services provided in the national Budget 
was illustrated by the fact that in 1953—54 the Budget 
| estimate was £520°8 million compared with an estimated 
| amount of (S171 eu in 1958-59. 
| In summarizing the financial provisions of the Local 
Government Bill, Pollard showed, by the use of figures 
taken mainly from the White Paper on Local Government 
Finance (Cmnd. 209), the o effecta of the Bill. Differ- 
ences in distributing grants and reforms in the rating of 
industrial and electricity: hereditaments would alter the 


incidence of rate and grant i income as between authorities. 
An important feature of the rate-deficiency grant was that 
it would be distributed direct to county district councils. 

Mr Pollard said that during the progress of the Bill 
through the House of Commons no material changes had 
been made. He thought that the formula for the new general 
grant, the simplicity of which was a valuable attribute, 
reflected the objective factors; which most affected local 
authority expenditure. 


The Scottish Local Government Bill 


Mr A. L. Imrie, C.A., ¥.1.M.T.A., City Chamberlain, Edin- 
burgh, said that interest in the Scottish Local Government 
Bill was concentrated on the Gren, of the financial 
structure since, unlike the English Bill, there were no 
provisions for the review of areas and the delegation of 
functions. 

Mr Imrie thought that local government could enjoy 
enterprising independence only if there were conferred 
upon it freedom from unnecessary restrictive practices and 
from the confinement of straightened financial resources. 
The dependence of local authorities on Exchequer grants 
was leading to loss of independence. If local administration 
were to survive 88 effective local government, the depend- 
ence on central funds must be diminished; for this reason 
the process of re-rating should be pursued further. If 
financial aid must be given to any section of the nation'a 
economy, there were open ways of doing so; the champions 
of local government could with propriety protest against 
concealed subsidies out of rates. 


BANQUET 


The conference banquet was held at The Grand Hotel, 
Eastbourne, on Wednesday, June 11th. The President, 
Mr W. O. Atkinson, was in the chair and, with Mrs 
Atkinson, received the 415 members and guests who 
attended. Among those present were: 

Mr W. L, Barrows, F.C.A., J.P. (President, The Institute of 
Chartered Accountants in England and Wales); Mr H. T. R. 
Bates (Chief Inspector of Audits, Ministry of Housing and 
Local Government) and Mrs Bates; Mr C. A. C. Chesterman 


esident, 
Chesterman; Sir Charles C K.B.E., C.B., C.V.O. 
(Permanent Under-Secretary of State, Home ’ Office), and 
Lady oU Mr Norman Doodson, F.8.A.A., 
County Treasurer of Lancashire), and Mrs 

F. L. Edwards, C.B., O.B.E. Saria 
1 and Local Government), and 
H. J. Furness, F.c.w.A. (President, The 
Institute of Cost ea Works Accountants), and Mrs Furness; 
Councillor J. W. G. Howlett, J.P. (Mayor of Eastbourne), 
and Mrs. Howlett; Mr W. Jackson, F.A.C.C.A. (President, 
The Association of Certified and Corporate Accountants), 
and Mrs Jackson; Mr H. A. Loe (President, The Association 

Government Financial Officers) and Mrs Loe; 
Sir Roger Makins, G.C.M.G., K.C.B. (Joint Permanent 
Secretary, H.M. Treasury), and Lady-Makins; Mr A. 8. 
Marre, Cp. (Accountant-General, Ministry of Health), and 
Mrs Marre; Mr D. M. Nenk (Accountant-General, Ministry 
of Education); Mr R. No (Director, Royal Institute of 
Public Administration); Mr A. M Stafford (Chairman, The 
Association of Chief Financial Officers tn the Hospital 
Service), and Mrs Stafford; Mr G. Tavlor (President, The 
Association of Chief Education Officers). 

The toast of “The Mayor and Corporation of 
Eastbourne’ was proposed by Mr Norman Doodson 
and the response was made by the Mayor of East- 
bourne, Councillor J. W. G. Howlett. 

The President proposed the toast of “The Guests’, 


and Sir Roger Makins replied. 


760 


| THE 
ACCOUNTANT 


June 21st, 1958 


INSTITUTE OF INTERNAL AUDITORS 
LONDON CHAPTER'S YEAR OF PROGRESS 


Mr J. O. Davies, F.C.A., A.C.W.A., was re-elected 
President of the London Chapter of the Institute of 
Internal Auditors at the Chapter's annual general 
meeting on June irth. 
Mr Davies 1s chief in- 
ternal auditor of the 
National Coal Board. 

Mr G. W. Moyse, 
A.C.A., was re-elected 
Vice-President; Mr F. 
Sinha and Mr R. P. 
Tester, C.A., were re- 
elected honorary 
treasurer and honorary 
secretary, respectively. 

The tenth annual 
report of the Board of 
Governers, presented at 
the meeting, shows that 
the membership of the 
Chapter increased dur- 
ing the year from 94 to 
115. Included in this increase of twenty-one are four 
associate members who are practising accountants. It 
was decided at the Governors’ meeting on November 
6th, 1957, to invite five nominated practising account- 
ants to become members and that the total member- 
ship of this class of member be limited to 10 per cent 
of total membership. 





Meetings 


Seven Chapter meetings were held in the 1957-58 
winter session (see The Accountant, October 12th, 
1957). 

The annual day conference was held on Friday, 
December 6th, 1957, at which the speakers and their 
subjects were as follows: 


“The development and implementation of functional 
audit programmes’, by Mr D. Taylor E J. Heinz & Co 
Ltd); ‘Should an internal auditor justify his existence?’, by 
Mr R. F. Blackmur, A.c.4. (Ford Motor Co Ltd); 
‘Electronics and the internal auditor’, by Mr W. V. Barton, 
M.C.LA., A.LI.A.,!F.P.C.A. (Electronics Group, The National 
Cash Register Co Ltd). 


Guests 


The outstanding event of the year was the visit of the 
Institute’s International President, Mr W. R. Davies, 
GPA, Director of Audit, United States Steel Cor- 
poration, who addressed members on “The status of 
internal auditing in America’. Mr Davies was the first 
president to visit the London Chapter during his term 
of office. 

Other guests of the Chapter during the year were: 
the Editor of The Accountant; the Joint Secretary of 
The Institute of Cost and Works Accountants; the 
Assistant Editor of Business; a representative of The 
Financial Times; a representative of the British Insti- 
tute of Management. 


Publicity 


Announcements of Chapter activities have been given 
in The Accountant, Accountancy, The Accountants’ 
Magazine, The Accountants’ Journal and The Cost 
Accountant, 

The following addresses were reproduced in The 
Accountant during the year: 

“The status of internal auditing in America, by Mr W. R, 
Davies, C.P.A. [December 28th, 1957, issue]. 

‘Cost control in the factory’, by Mr B. H Dyson [January 
4th, 1958, issue]. 

‘Co-ordination between the statutory auditor and the 
internal auditor’, by Mr J. D. Russell, r.c.4. [March rech, 
1958, issue]. 
ae , by Mr A. L. Watson [December 14th, 1957, 
188ue 

"The internal auditor and profit planning’, by Mr M. B. T; 
Davies, C.P.A. [May r1oth, 1958, issue]. 

The following address was reproduced in Business, 
which also made special reference to the aims and 
functions of the Institute: ‘How to check company 
efficiency’, by Mr D. Taylor, 


Tenth Anniversary of the Chapter 


The Chapter completed its tenth year on February 
27th, 1958, the anniversary being celebrated at a 
luncheon meeting on March sth, 1958. Six of the 
eight founder members (now in current membership) 
were present and a former past president who was a 
founder member attended as a guest. 

A message of greeting from the managing director of 
the Institute, Mr Bradford Cadmus, was read to the 
meeting. 


International Congress of Accountants at 
Amsterdam 


The President of the Chapter was one of the Institute’s 
three official delegates to the Congress, at which one 
of the six sessions was devoted to ‘The internal auditor’. 
Four other Chapter members attended in a private 
capacity. 


Expansion of the Institute within the 
United Kingdom 


Mr W. J. Smith has for the second year in succession 
been nominated European Regional Vice-President. 
The London Chapter acted as sponsoring Chapter 
in the formation of the Manchester Chapter, and the 
Chapter was inaugurated on January 2and, 1958; it 
already has a membership of twenty-two and a com- 
prehensive programme for 1958-59 has been arranged. 
The European Regional Vice-President has plans to 
develop contacts already made with those interested in 
internal auditing in Glasgow and Birmingham. 

The London Chapter, as in the case of the Man- 
chester Chapter, will act as the sponsoring Chapter. It 
may be necessary at first to form a group of the London 
Chapter in each of these two cities until such time as 
they can achieve Chapter status. 
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Notes and Notices 


, ‘THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Annual Church Service 


A special service for members of the Institute will be 
held at St Margarets Church, Lothbury, EC2, at 
I p.m. on Wednesday, July 2nd. There will be an 
address by the Bishop of London. The members of 
the Council of the Institute will be present and the 
President hopes that as many members of the Institute 
as possible will also attend. 


Autumn Meeting Registration 


Although the closing date is now passed for the sub- 
mission of registration forms for the autumn meeting 
of The Institute of Chartered Accountants in England 
and Wales by United Kingdom members (members 
abroad were allowed an extra month), the Conference 
Treasurer, Mr C. Romer-Lee, M.A., F.C.A., announces 
that he is still prepared, for a short time, to accept 
applications. Application forms can be obtained from 
him at 5 London Wall Buildings, London, EC2. 


Members’ Library 


The Librarian reports that among the books and 
papers acquired by the Institute in recent weeks by 
purchase and gifts are the following: 


Accountants Handbook: Fourth edition; by R. Wixon and 
W. G. Kell. (Formerly edited by W. A. Paton.) New 
York. 1957. (Ronald Press, 116s 6d.) 

The Administrative Process: by R. H. Roy. Baltimore. 
1958. (Johns Hopkins Press, 403.) 

Geer Loan Repayment and Compound Interest Tables 

by T. A. Archer: Tenth edition by P. G. Brown and 
W. A PT 1958. (Shaw, 98s.) 

The British Banking Mechanism; by W. M. Dacey. 

Second edition. 1958. (Hutchinson, 18s.) 


Canada’s Economic Development, 1867-1953 . . . ; by 
O. J. Firestone. 1958. (Bowes & Bowes, 455.) 
The Control of Inflation; by J. E. Meade. Cambridge. 


1958. (Cambridge University Press, 51.) 
e Costing and Charging of Motor Vehicle Repairs; by 
W. B. Boyle. Sixth edition. 1958. (Cable Printing, 8s 6d.) 
'The Director Looks at His Job; edited by C. C. Brown and 
E. E. cua New York. 1957. (Columbia University 
Press, 
Elements of Industrial Organization; by T. H. Burnham 
and G. O. Hoskins. Sixth edition. 1958. (Pitman, 215.) 
Industrial Trade Associations: activities and organization. 
olitical and Economic Planning). 1957. (George Allen 
Unwin, 30s.) 
Industry and Press Relations; by P. Hayle. 1957. (Staples 
Press, 125 6d.) 
Installing Electronic Data Processing Systems; by R. G. 
Canning. New York. 1957. (John Wiley, 48s.) 
Integrated and Electronic Data Processing in Canada. 
(Canadian Institute of Chartered Accountants.) 'l'oronto. 
1957. (C.I.C. A., $1.75.) 
he Law and Practice of Meetings; by F. Shackleton. 
Fourth edition, 1958. (Sweet & Maxwell, 305.) 
The Management Counsellor speaks to you; by A G. 
Cruft. 1958. (Chambers, 15s.) 
Office Administration; by G. Mills and O. Standingford. 
1958, (Pitman, 253.) 
Origins of Ownership . . . from earliest times to the modern 
era; aD R. Denman. 1958. (George Allen & PARRI 
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The Pathway to Knowledge . . . and lastly the order of 
keeping of a merchants’ booke, after the Italian manner. 
written in Dutch and translated into English (by W. P. y 
by Nicolaus Petri. 1596. 

Phillips’ Probate and Estate Duty Practice: Fifth edition by 
D. C. Sealy-Jones. 1956. First supplement. 1958. 
(Solicitors Law Stationery, 55s and 55s.) 

The Quest for Wealth: a study of acquisitive man; by R. L. 
Heilbroner. 1958. (Eyre & Spottiswoode, 253.) 

Reports of Irish Tax Cases, Vols. 1 and 2, 1923-1948. 

From the Society Library.) 

Spicer and Pegler's Practical Auditing; by E. E. Spicer, 
F.C.A., and E. C. Pegler, F.c.a. Twelfth edition by W. W. 
Bigg, F.C.A. 1958. (H.F.L., 275 6d.) 


PERSONAL 


Mr GeoFFREY WARD PLATT, F.C.A., announces that, 
owing to the forthcoming demolition of Bank Cham- 
bers, 3 Cook Street, Liverpool, 2, he has removed his 
office to 549, Fifth Floor, Spinney House, Church 
Street, Liverpool, 1. 


Messrs BARNES, DUNN & BouGHTON and Messrs 
SEWELL, HUTCHINSON & Co, Chartered Accountants, 
announce that the partnership carried on at Balfour 
House, Finsbury Pavement, London, EC2, by Mr 
ROBERT CECIL BARNES, F.C.A4., Mr STANLEY VERNON 
AUSTIN, F.C.4., Mr Joun Eric RALPH VELLACOTT, 
F.c.A., and Mr GEOFFREY FELIX HUFF, A.C.A., has been 
terminated by mutual consent. Mr J. E. R. VELLACOTT | 
continues to practice at the above address under the 
name of SEWELL, HurcHiNsSON & Co. Messrs R. C. 
Barnes, S. V. Austin and G. F. Hurr continue to 
practice at the above address under the name of 
BARNES, DUNN & BOUGHTON. 


Messrs Gro. T. CHEETHAM & Co, Chartered 
Accountants, announce that they have moved their 
offices to. Croxley House, 14 Lloyd Street, Manchester, 
2, where their practice will be continued in association 
with Messrs DEARDEN, Gurur & Co. Mr B. K. 
Firron, A.C.4., Mr J. M. GILLIAT, B.A.(COM.), A.C.A. 
and Mr H. LAWTON, A.C.A., partners in the latter firm, 
have become partners in Gro. T. CHEETHAM & Co. 


PROFESSIONAL NOTES 


Mr Travers L. Mooyaart, F.C.A., has been appointed 
a director of The Torquay Hotel Co Ltd. 

Mr R. T. Joint, F.A.C.C.A., F.C.C.8., assistant secretary 
of the Eagle Star Insurance Co Ltd, has been appointed 
to the newly created post of mechanization manager 
as from July rst, 1958. 

Mr G. R. d'A. Willis, a.c.a., has been appointed 
joint secretary of Bryant & May Ltd in addition to 
Mr A. B. Hutcheson, a.c.a. Mr Willis is also secretary 
of the British Match Corporation Ltd. 

Mr Leonard Ollier, A.C.A., a representative of The 
National Cash Register Co Ltd for over twenty-five 
years, died on May 9th, at the early age of 56. 

Mr Howard A. Withey, C.P.A., senior partner in 
the firm of Franke, Hannon & Withey, of New York 
and London, took office as President of the New 
York State Society of Certified Public Accountants 
on June ist, 1958. 
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OBITUARY 
EDWARD CLEMENT WESLEY OWEN, F.C.A. 


It was with regret that we learned of the death on June 
gth at the age of 65 of Mr Edward Clement Wesley Owen, 
F.C.A., a partner in the firm of Gilbert Shepherd, 
Owen & Co, Chartered Accountants, of Cardiff. 
Mr Owen, who had not enjoyed good health for some 
months, died shortly after attending the funeral of his 
senior partner, the late Mr Gilbert D. Shepherd, 
M.B.E., F.C.A., whose death we announced last week. 

Mr Owen was educated at Cardiff High School and 
began his career with the Inland Revenue. He became 
Mr Shepherd’s first articled clerk in 1909 and was 
admitted an Associate of The Institute of Chartered 
Accountants in England and Wales five years later. 
After serving as managing clerk with the firm, he 
was admitted into partnership in 1922. He was elected 
to Fellowship of the Institute in 1927. 

Mr Owen was a well-known member of the profes- 
sion in South Wales and was a Past President of the 
South Wales and Monmouthshire Society of Char- 
tered Accountants and of the Institute of Taxation. 

He also took an active interest in the Rotary move- 
ment and was President of the Rotary Club of Cardiff 
in 1952. 


INLAND REVENUE APPOINTMENTS 


The Board of Inland Revenue have appointed Mr 
W. F. B. Smith to be their accountant and comptroller- 
general in succession to Mr W. N. Umfreville, 1.8.0., 
who is retiring from the public service. They have 
also announced the appointment of Mr E. W. C. 
Lewis to be a deputy controller of death duties in 
succession to Mr A. Edmunds, who is similarly 
retiring. The appointments take effect on July rst, 1958. 


OFFICIAL RECEIVER APPOINTMENTS 


The Board of Trade have announced that Mr Arthur 
John Seldon has been appointed an Assistant Official 
Receiver for the Bankruptcy District of the County 
Courts of Aberdare, Aberystwyth, Blackwood, T'rede- 
gar and Abertillery, Bridgend, Cardiff and. Barry, 
Carmarthen, Haverfordwest, Merthyr Tydfil, Neath 
and Port ‘Talbot, Newport (Mon.), Pontypridd, 
Ystradyfodwg and Porth, and Swansea as from June 
6th, 1958. 

They have also announced that as from June r1th, 
Mr Cyril Frederick Howard has been appointed an 
Assistant Official Receiver for the Bankruptcy District 
of the County Courts of Croydon, Guildford, mom 
upon Thames, Slough and Wandsworth. 


DEFENCE BONDS: CONVERSION OFFER 


The Treasury has announced that a conversion offer 
will be made to holders of 24 per cent Defence Bonds 
purchased between October 1st, 1948 and March 31st, 
1949, and maturing between October ist, 1958, and 
March 31st, 1959, of which £5 million are outstanding, 
and also to holders of 24 per cent Defence Bonds 
(Conversion Issue) maturing on November rst, 1958, 
of which £7 million are outstanding. 

These holders wil be invited to exchange their 
holdings into 5 per cent Defence Bonds (Conversion 
Issue) on the tenth anniversary of the date of purchase 
in respect of the subscription issue and on November 
18t, 1958, in respect of the maturing conversion issue. 
Holders of the subscription issue who accept the offer 
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of conversion will be paid interest at 2} per cent per 
annum for the period from October 1st, 1958, to the 
date of exchange, and at 5 per cent per annum from 
the date of exchange to March 31st, 1959; the maturity 
premium of {1 per cent will be paid on the date of 
exchange. Holders of the conversion issue who accept 
the offer of conversion will receive a final payment of 
gix months’ interest at 2$ per cent per annum, together 
with the maturity premium of £1 per cent on November 
rst, 1958; the first payment of interest at 5 per cent on 
those bonds converted will be made on April rst, 1959. 

Acceptance of the offer of conversion will not involve 
any break in the holders’ encashment rights. If the 
offer is not accepted, interest on the maturing bonds 
will cease on the tenth anniversary of the date of 
purchase (in the case of subscription issue bonds) or 
on November ist, 1958 (in the case of conversion 
issue bonds). The list of acceptances of the conversion 
offer will be closed on July 31st, 1958. 

Apart from bonds inherited from a deceased holder, 
the maximum amount of Defence Bonds that a person 
may hold, either solely or jointly with any other person, 
is £2,000 31 per cent Defence Bonds (Subscription 
Issue), £1,000 4 per cent Defence Bonds (Subscription 
Issue), £1,000 44 per cent Defence Bonds (Sub- 
scription Issue), £2,000 5 per cent Defence Bonds 
(Subscription Issue) and £3,500 in the aggregate of all 
other issues of Defence Bonds, including the present 
issue of 5 per cent Defence Bonds (Conversion Issue). 


PREVENTION OF FRAUD (INVESTMENT) 


The 1958 edition of the annual publication Prevention 
of Fraud (Investment), giving particulars of persons 
and firms authorized to carry on the business of 
dealing in securities, has now been published and is 
available from H.M. Stationery Office, price 3s net; 
by post 35 4d. 


CHARTERED ACCOUNTANTS’ GOLFING 
SOCIETY 


The summer meeting of the Chartered Accountants’ 
Golfing Society was held at Berkhamsted Golf Club, on 
June 6th. J. T. Isherwood won the First Prize and 
Lord Mayor’s Cup and R. W. Davies won Second 
Prize. The Scratch Prize for the best gross score was 
won by P. J. Hughes. The leading scores were as 
follows: 


Stableford Singles 


x. J. T. Isherwood (12) 24-- 113—353 
2. R. W. Davies (18 190154341 
3. J. V. Wilson (8) 27+ 7 34. 
4. P. Wand (9) . 26+ 7í-33 
s, B. F. Emmerson (12) 234-10$—33 
6. D. G. Richards o 23+10$=33 
7. S. P. Bouverie (18) . 173-151—32 
8. W. K. Wells (20) 15-171 32 
. R. F. George (8) 25+ 7 =32 
zo, D, V. House (18) EE 
11. D. W. Gibson (8) 24+ 7 31! 
Scratch Prize, for best gross score: 
P. J. Hughes (2) - 28 points 
Stableford Foursomes - . 4 
H. W. Gray (7) and W. E. Mal TA 33 points 
J. H. Bradfield E and P. Kni ar 32 " 
I. S. Johnson (8) and S. B. Pendo ib) SI^ x 


R. Chater Blows (20) and W. 

Wells (20) 29 is 
H. J. Finden im an and E. H. 

Head (14) . 29 n 
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PRIVATE AND STATE PENSIONS 


At the annual general meeting of the Institute of 
Actuaries held on Monday, at Staple Inn Hall, Holborn, 
WC1, the President, Mr C. F. Wood, referred to the 
difficulties that would confront private schemes in the 
event of an extension of State pensions, especially if 
there were any element of subsidy in the State scheme. 
In many cases, he said, the continued existence of 
private schemes might become impossible. The 
Councils of the Institute and of the Faculty of 
Actuaries in Scotland regarded this as against the 
national interest and had strongly urged that in any 
development of the State scheme the need for the co- 
existence of private schemes should be kept prominently 
in mind. 

The President then introduced his successor, Mr 
F. M. Redington, and invested him with the Presi- 
dential Badge. 
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NOTTINGHAM CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY 


At the forty-sixth annual general meeting of the 
Nottingham Chartered Accountant Students’ Society 
held on May 28th, the following officers were elected 
for the year 1958-59: 
President: Mr E. D. London, F.C.A. 
Vice-President: Mr H. T. Scothorne, F.C.A. 
Chairman: Mr R. C. Smith, a.c.a. 
Hon. Auditor: Mr J. S. F. Hill, F.c.4. 
Hen. Secretary: Mr R. F. Cheetham, c/o Messrs 
Derbyshire & Co, Bentinck Buildings, Wheeler Gate, 
Nottingham. 
Hon. Treasurer: Mr P. B. Evans. 
Hon. Librarian: Mr M. G. Sermon. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council Meeting held on June 4th, 1958, who com- 
pleted their Fellowship or membership before June 
17th, 1958. 


Associates elected Fellows 


Beer, Charles Frederick; A.C.A., 1958; (S. 1922); (Charles 


F. Beer & Co), Gordon Chambers, ar Bond Street, 


, I. 

Brown, Geoffrey Harold; A.C.A., 1949; (Monkhouse, 
Stoneham & Co), 695 Salisbury House, London Wall, 
London, ECa. 


Eu. Edgar; A.C.A., 1958; (S. 1940); (E. H. B. Butler 
Co) Midland Bank Ch rs, 7 Broad Street, 
Wie and at Evesham. 
Cooper, Victor Harold; A.C.A., 1958; (S. 1942); (Holland, 
Cooper & Co), 59 Árden Road, Ácocks Green, Birming- 
ham, 27, and at Halesowen. 


*S' means year of admission to membership of the Society 
and 'f' means year of election to fellowship of the Society. 


$ means 'incorporated accountant member'. 
T means ‘in practice’. 


+ against the name of a firm indicates that the firm, hough 
not wholly composed of members of the Institute, i 18 com- 
posed wholly of chartered accountants who are members 
of one or the other of the three Institutes of chartered 
accountants in Great Britain and Ireland. 


* against the name of a firm indicates that the firm is not 
wholly composed of members of one or the other of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. 

Firms not marked + or * are composed Ra of members 
of the Institute. 


Curzon, Roger; A.C.A., 1936; (Curzon, Rix & Co), 67 
North Hill and 31 Victoria Road, Colchester, Essex. 

Davison, Claud E ns A.C.A., 1958; (S. 1922); (Alfred 
G. Deacon & Co), National Chambers, 4 Horsefair 
Street, Leicester. 

Dunn, David Horace; f 1958; (S. 
(W. W. Beer, Aplin & Co) 17 Southernhay West, 
Exet 


er. T 

Fisher, Herbert; A.C.A., 1958; (S. 1930); Director, Sir 
George & Partners, Ltd, Hampton Road West, 
Hanworth, Middlesex. 

Gunby, Stanley John; A.C.A., 1952; (Alfred G. Deacon . 
& Co), National Chambers, 4 Horsefair Street, Leicester. 

Guyver, Ronald Hope; A.C.A., 1958; (S. 1948, f. 1956) 
ei W. Beer, Aplin & Co), 17 Southernhay West, 

eter. 

Hargrave, Thomas Beresford; A.C.A., 1949; (Gillies & 

Wright), 27-31 High Street, Croydon, Surrey 
is, Norman Stanley; A.C.A., 1958; (S. 151). ax Walton 

Road, Thorpe Bay, Essex. 

Hoggard, George Harold; A.C.A., 1958; (S. 1953, f. 1956); 
derer? & Ho d), 26 Market Place, Malton, Yorks. , 

Hollis ut Noman. p.F.c.; A.C.A., 1948; (Limebeer 
& s 3 Broad Steri Plac, London, ECs and 106 
Piccadilly, London, Wt. 

Jones, Frederick; A.C.A., 1952; (Monkhouse, Stoneham 
& Co), 695 Salisbury House, London Wall, London, ECa. 

Latham, Harry; A.C.A., 1953; (*Wheatcroft & Latham), 
Bridgewater Chambers; 6 Brown Street, Manchester, a, 
and at Bispham. 

McCreery, Hugh A.C.A., 19595, (Dryden, Dorrington & 
Co), Prince’s Chambers, 26 Pall Mall, Manchester, 2. 
Maylam, George William: A.C.A., 1950; (Talbot, Ellis, 
oe & Co), 25 Newman Street, Oxford Street, London, 


Meller Robert John; A.C.A., 1958; (S. 1949); aver & 
Co), 18 Priory Place, Doncaster. 


1937, f. 1956); 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SW 


Telephone: Victorla 2002 (3 lines) 


VALUERS AND ASSESSORS | 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Myerson, Alexander; A.C.A., 1958; (S. 1936); 14 Cook 
Street, Liverpool, 2 

Newall, Harry; AGA., 1958; (S. 1940); (Ellis & Newall), 


47 Ropergate, Pontefract, and at Hemsworth. 

Owers, John Arthur; A.C.A., 1950; (Limebeer & Co), 2 
Broad Street Place, London, ECa, and 166 Piccadilly, 
London, Wi. 

Pragnell, Thomas Michael; A.C.A., 1951; (Mellors, Basden 
& Mellors), 1 King John’s Chambers, Bridlesmith Gate, 
Nottingham, and at Manchester. 

Rodrigues, William Gordon; A.C.A., 1958; (S. 1950); 
(*Mitchell, Rodrigues & Co) 55A The Broadway, 
Wimbledon, London, SWi19. 

Skirrow, Fred Shackleton; A.C.A., 1958; (S. 1939); 
Imperial House, 34 Manchester Road, Bradford, 5, an 
at Bingley. 

Summers, Norman; A.C.A., 1958; (S. 1951, f. 1956); ae 
Summers & Co), Metropolitan Buildings, 63 Qu 
Victoria Street, London, EC4. 

Wade, Victor Harold: A.C.A., p (S. 1950); (Patterson, 
Greenwood & Co), Finsbury Pavement House, r20 
Moorgate, London, ECa. 

Walton, John William, T.p.; A.C.A., 1958; (S. 1933); Smith, 
Walton & Co), 28 Market Place, ‘Durham. 

Waring, James Harold; A.C.A., 1927; (J. H. Waring & 
Co), 18 Hotel Street, "Bolton. 


Admitted to Membership 


Abel, Carl William Emberton; A.C.A., 1958; with Deloitte, 
Plender, Griffiths, Annan & Co, A.A. House, Queen 
Victoria Street, (P.O. Box 1604), Cape Town, South 


Africa. 

Althasen, Gerald Hyman; A.C.A., 1958; 12 Quebec Avenue, 
Southend-on-Sea, Esser. 

Arno, Joseph Charles; A.C.A, 1958; with Cooper Brothers 
& Co, 10 James Street, Liverpool, 2. 

August, Roy Charles; A CA. 1958; with Reeves, Gothard 
& Farries, 8 Laurence Pountney Hill, Cannon Street, 
London, EC4. 

Backhouse, Brian Douglas; A.C.A, 1958; 4 Watford Road, 
Aspley, Nottingham. 

Ball, Robert Kenneth; A.C.A., 1958; with Pike, Russell & 
Co, Adam House, 1 Fitzroy Square, London, Wi 

$Beck, Cyril Ware; ASA A, 1958; c/o Isaacs, Kessel, 
Feinstein & Co, Netherlands Bank Buildings, Fox 
Street, Johannesburg, South Africa. 

Bennett, Alexander Solomon; A.C.A., 1958; with P. G. 
Heslop & Co, 73 Basinghall Street, London, EC2. 

Billinghurst, Ronald Frank; A.C.A., 1958; with Barton, 
Mayhew & Co, Alderman’s House, Bishopsgate, London, 


EC2. 
105 Shaws Road, 


Binns, David Ramsay; A.C.A., 1958; 
Southport. 

Bird, (Miss) Sylvia Anne; A.C.A., 1958; with Deloitte, 
Plender, Griffiths & Co, 5 London Wall Buildings, 
Finsbury Circus, London, EC2. 

Blades, David John Trevor, A.C.A., 1958; with Viney, 
nue & Goodyear, 22 Ryder Street, St James’s, London, 

I. 


Carter, Francis John; A.C.A., 1958; with D. P. Newall, 


Wright & Co, Worcester Cross Chambers, Oxford Street, 
Kidderminster. 

Cave, Maurice Edward Frank; A.C.A., 1958; High Street, 
Creaton, Northampton. 

Colvin, John Gilbert; A.C.A., 1958; 42 King George Road, 
South Shields, Co. Durham 
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§Ghosh, Balaram; A.S.A.A., 1958; with Lovelock & Lewes, 
4 Lyons Range, Calcutta, India. 

Glover, William Derrick; A.C.A., 1958; with Moore, 
Stephens & Co, 30 Cornhill, London, EC3. 

§Graydon, Brian Evans; A.S.A.A., 1958; with Francis Dix, 
Bird & Co, Standard Bank Chambers, 46 Marshall 
Street (P.O. Box 486), Johannesburg, South Africa. 

Jenkins, David Geoffrey; A.C.A., 1958; with Deloitte, 
Plender, Griffiths & Co, 5 London Wall Buildings, 
Finsbury Circus, London, EC2. 

Jones, Robert Victor; A.C.A., 1958; 72 Pirbright Road, 
London, SW18. 

Jones, Wilfred; A.C.A., 1958; with Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, ECa. 

Jordan, John Oliver Philip; A.C.A., 1958; ‘Montauban’, 
Botley Road, Sholing, Southampton. 

Kerr Brian Joseph; A.C.A., 1958; 83 Pitt Street, Newcastle 
upon Tyne, 4. 

§King, Graham Wallis; A.S.A.A., 1958; 42 Troon Road, 
Greenside, Johannesburg, South Africa. 

King, Norman Stanley; A.C.A., 1958; with Deloitte, 
Plender, Griffiths & Co, 5 London Wall Buildings, 
Finsbury Circus, London, ECa. 

Lewis, Norman Cyri; ASA A, 1958; with Knight, 
Bland & Co, High Road Chambers, 3 Grosvenor Road, 
Ilford Essex. 

Lincoln, Louis Albert; A.S.A.A., 1958; with Deloitte, 
Plender, Griffiths, Annan & Co, A.A. House, Queen 
Victoria Street (P.O. Box 1604), Cape Town, South 


Africa. 
Pu HUM Alfred; A.C.A., 1958; 5 The Vale, Feltham, 
Mid 


§Quartey-Papafio, Emmanuel Asuana; A.S.A.A., 1958; 
with Midgley, Snelling, Barnes & Co, Lebaster House 
(P.O. Box 453), Accra, Ghana. 

Ralph, Brian Douglas; A.C.A., 1958; with Lindsay, Jamie- 
son & Haldane, 110 Cannon Street, London, EC4. 

§Shelton, Lennox Harvey St John; A.S.A.A., 1958; with 
E. H. Shelton (P.O. Box 537), Kampala, Uganda, East 
Afri 


ca. 

Sherry, John; A.C.A., 1958; Ludlow Road, 
Church Stretton, Salop. 

Stacey, Rex; A.C.A., 1958; 5 Fountain Terrace, Wyke, 
Bradford. 

Toms, David Charles; A.C.A., 1958; with Peat, Marwick, 
Mitchell & Co, 80 Richmond Street West, Toronto, 1, 
Ontario, Canada. 

Ward, Walter John; A.C.A., 1958; with Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, Eca 

Wilkinson, Walter; A.C.A., 1958; with Herbert Armstrong 
& Co, one House, Great North Road, Newcastle 
upon Tyne, 

Wood, (Miss) Shirley Susan Elspeth; A.C.A., 1958; 
Apartment a, 119 Rajah Street, Toronto, 10, Ontario, 
Canada. 

Wright, Richard Lewis; A.C.A., 1958; with Kemp, Chatteris 
& Co, St Swithin’s House, 37 Walbrook, London, EC4. 

Wright, Robin Henry; A.C.A., 1958; 45 Kenmare Gardens, 
Palmer’s Green, London, Nr3. 


Former member re-admitted to Membership 


Lewis, Ernest; Principal, London Educational Association 
Ltd, 67 Monmouth Street, London, WCa. 
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Presenting Truth 


INCE The Accountant Annual Awards were inaugurated in 
Ss the panel of judges has scrutinized many hundreds of 

company reports and accounts. The methods by which it 
reduces the huge annual entry to the ultimate two winners have 
never been disclosed but they are such as to ensure that the same 
tests are applied with scrupulous fairness to each and all. Many 
company secretaries and accountants must have hoped to deduce 
the formula for success from the urbane utterances of MR 
MONTAGU GEDGE, Q.C., the chairman of the panel, at previous 
presentations but, with a ‘smile that was childlike and bland’, he 
gave nothing away. 

Nor, at last Tuesday’s ceremony, did Mr BERTRAM NELSON, 
C.B.E., J.P., F.C.A., who deputized for Mr Gepce. He did, however, 
make some shrewd remarks on the significant improvements in 
the trend of company reports and accounts during the past four 
years. His three pointers — that companies are now tending to 
relate their own affairs to the business climate in which they find 
themselves; that the directors’ report and chairman’s address are 
becoming increasingly essential appendages to the accounts 
proper; and that both the accounts and report are being addressed 
not only to shareholders but also to employees and customers — 
should be noted carefully by all executives. 

For good measure — and perhaps, finally, to confound the 
copyists - MR NELSON also tells us that the panel finds that 
accounts are becoming more diverse rather than more uniform 
in character. his, as he says, indicates that accounting thought 
is still developing. "What's come to perfection, perishes’, remarked 
BROWNING, but as the science or art of presenting truth in all its 
forms is almost limitless, the lease of the accountancy profession 
has still a considerable distance to run. | 

Mr NZLsON's hope that the enterprise which companies are 
showing in the form and design of their annual financial state- 
ments wil be taken up by public authorities is echoed by Sir 
JoHN BRAITHWAITE who would like to see the modern counter- 
parts of Aphrodite's burning torches one day adorn the office of 
the Treasury Board. Nothing would give the sponsors of these 
Awards greater pleasure and satisfaction, for the reform of 
Government accounting has long been advocated in the columns 
of this journal. In the great majority of published company 
accounts, the largest single creditor is the Government; it should, 
therefore, produce modern accounts of stewardship of the same 


— high standard as, judging by the entries for our Annual Awards, 


do the leaders of the nation's business communities. 
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Finance Bill - IX 


ESTATE DUTY: PURCHASES OF REVERSIONS 


LAUSE 23 marks another move in the 
. | game of chess which the Legislature has 
been playing with taxpayers since death 
duties were first imposed. By 19oo it was estab- 
lished that a life-tenant who contrived to bring 
his life interest to an end at any time before his 
death would avoid estate duty on it. Accordingly 
in 1910 legislation was introduced to prevent this 
kind of avoidance where the life-tenant did not 
survive for more than three years or retained an 
interest in the property. More comprehensive 
provisions were introduced in 1940 and the 
vulnerable period was later extended to five years. 
Then the taxpayer hit on the idea of the life- 
tenant purchasing the reversion. True the whole 
fund would then pass on his death if he kept it, 
but the consideration which he gave for the 
reversion would not be treated as a gift, and there- 
fore it was not necessary to survive five years, or 
even any time at all, in order to escape estate duty 
on that consideration. 


Duty on Purchase Consideration 


Clause 23 now provides, in effect, that if the. 


life-tenant does not survive the purchase by five 
years, estate duty must be paid on the consider- 
ation which was given. There are other and 
rather more complicated devices which are also 
aimed at by the new clause, which is very widely 
drawn and applies indiscriminately regardless of 
whether the transaction concerned was entered 
into for tax avoidance purposes or without any 
reference to tax. However, purchases made 
before April 15th, 1958, are not caught. 

The clause applies where, at any time within 

five years before a death: 

(a) there has been an interest in settled property 
and the interest was limited to cease on the 
death; and 

(b) a ‘purchase’ of another interest in that 
property expectant on or subject to the 
interest in (a) has been made either 


(i) by the deceased; or 
(ti) out of or by means of any property 


which would have ‘passed’ on his death 
if he had died immediately before the 
purchase. —— 
In these circumstances, clause 23 (1) directs that 
a sum of money equal to the amount or value of 
the consideration given for the purchase shall be 
deemed to pass on the death. 

Before dealing with the exceptions to this new 
general rule, it is necessary to consider the mean- 
ing of ‘purchase’. This word normally connotes 
the giving of a price in money, in which case (he 
reference in clause 23 (1) to the ‘value’ of the 
consideration would, on the face of it, seem to be 
inappropriate. However, there are more ways of 
acquiring a reversionary interest than buying it. 
One can give other property in exchange. 
Accordingly, clause 23 (9) extends the meaning of 
‘purchase’ to include any transaction whereby a 
person, for money or money’s worth, acquires an 
interest or secures its extinction for his benefit 
(clause 23 (9) (a)). Any consideration for a pur- 
chase given otherwise than in cash is to be valued 
as at the date of the purchase (clause 23 (9) (6)). 
Money's worth does not include marriage, and 
therefore it seems that the life-tenant could avoid 
the new clause, e.g. by marrying the reversioner. 
However, there may be obstacles in the way of 
this. In any case even gifts are not dutiable if 
made on marriage. 


Settlement still Subsisting at Death 
In the simple case where a life-tenant pur- 
chases the reversion the settlement automatically 
comes to an end, the life interest being enlarged 
into absolute ownership. However, there will be 
many cases where the settlement does not end. 
For instance, the interest of the reversioner may 
be dependent on the life-tenant not having any 
children. A purchase of that interest by the life- 
tenant would not give him absolute ownership if 
there were still a possibility of children being 
born to him who would take the property to the 
exclusion of the reversioner. This possibility 
would be terminated by the life-tenant's death 
and thus the whole of the settled property would 
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normally still pass, as such, on that death, not- 
withstanding the purchase. 

The proviso to clause 23 (x) directs that where 
the settlement is still subsisting at the death (De, 
presumably immediately before the death), then 
clause 23 (1) is not to apply unless the interest 
purchased 'passes' on the death. It seems that the 
reason for levying duty on the purchase con- 
sideration in such a case is that although the 
interest may pass on the death, the settled pro- 
perty in which the interest exists also passes on 
the death. As Section 7 (10) of the Finance Act, 
1894, prohibits double duty on the same property, 
the interest passing would not in fact attract duty. 
The persons who would be accountable for the 
duty under clause 23 (1) in such a case can elect 
to exclude clause 23 (1) provided they also exclude 
Section 7 (10). In other words, they have the 
option of paying on the purchase consideration 
or of switching the charge to the interest itself. 
They must elect within one year after the death, 
unless the Inland Revenue give them a longer 
period. 


Part of Settlement Still Subsisting 


The proviso to clause 23 (1) is elaborated by 
sub-clauses (2) and (3). Clause 23 (2) (a) deals 
with the phrase ‘where the settlement is subsisting 
. at the death’. It provides that where the settlement 
has come to an end as respects part but not the 
whole of the settled property, there shall be 
deemed to have been a separate settlement of that 
part — for the purposes of the proviso. ‘Thus, where 
an interest in part of the settled property has been 
purchased, and that part has been taken out of 
the settled property before the death, then clause 
23 (1) will apply to the purchase money notwith- 
standing the fact that the settlement, as a settle- 
ment, is still subsisting at the death. Clause 23 
(9) (d) provides that the property in which an 
interest under a settlement from time to time 
subsists (or is treated for the purposes of clause 23 
as subsisting) shall be treated as the same pro- 
perty, notwithstanding the substitution of one 
item for another or any accretion to the property. 

If there are separate interests at the death, 
existing in or derived out of the interest which 
was purchased, then the purchase is to be treated 
(for the purposes of the proviso) as having com- 
prised a separate purchase of each of the interests 
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(clause 23 (2) (b)). In this connection clause 23 
(9) (c) should be noted. It provides that any con- 
sideration given for the purchase of more than 
one interest, or for the purchase of an interest 
together with something else, is to be apportioned 
‘as may be just’. 

Clause 23 (3) enlarges the scope of the phrase 
in the proviso to clause 23 (1) about a purchased 
interest ‘passing’ on the death. Where the pur- 
chased interest has ceased to subsist as a separate 
interest before the death and also before the time 
when it was originally limited to cease, then any 
other interest into which the purchased interest 
has been 'absorbed' or 'enlarged' is to be treated 
for the purposes of clause 23 as if it were the 
purchased interest. However, if an election under 
the proviso to clause 23 (1) is made by virtue of 
clause 23 (3), the value of the interest for estate `. 
duty purposes is to be limited to the proportion 
attributable to the purchased interest which the 
interest passing is treated by clause 23 (3) as 
representing. As to the word ‘absorbed’, clause 
23 (9) (a) provides that any interest which is 
extinguished shall be treated as absorbed into the 
interest benefiting from such extinction. | 


Purchase by Former Life-tenant 


It will be remembered that a condition pre- 
cedent to the application of clause 23 is that the 
interest limited to cease on the death shall have 
been in existence within five years of the death. 
Clause 23 (4) relaxes this condition in favour of 
the Inland Revenue in certain circumstances. If 
the (life) interest is brought to an end in conse- 
quence of any dealing with another interest 
expectant on or subject to the life interest (or in 
consequence of a dealing with the life interest and 
the reversionary interest) then clause 23 is to 
apply to a purchase of the reversionary interest 
(or of any interest expectant on or subject to 
that reversionary interest) as if the life interest 
had continued to exist until the death. Suppose a 
life-tenant, seven years before his death, buys up 
the next life interest. T'hen three years before his 
death (but after April 15th, 1958) he pays £x in 
acquiring the reversion to the next life interest. 


Although his original life interest had been 


enlarged and therefore had ceased to subsist, 
nevertheless the £x would be deemed to pass on 
bis death. (To be continued.) 
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A Story of Reform 


HE elections on Friday of last week for 
the Council of the London Stock Exchange 
made news outside the precincts of the 
Exchange itself; and The Accountant has its own 
especial interest this week — as other pages of this 
issue show-—in the institution of which Sir 
JOHN BRAITHWAITE is chairman. The Stock 
Exchange has so regularly been in the news 
throughout its history that there is no sort of 
novelty for its members in finding themselves the 
subject of public discussion (although they may 
well be weary of misunderstanding and mis- 
. representation; it is one of Sir JoHN’s distinctions 
that in his nine years of office he has consistently 
sought to educate the public in the purpose and 
functions of the Stock Exchange). We may 
properly, as outsiders, leave to the members 
detailed discussion of the ‘reforms’ that were the 
underlying factor of the election contest, but it 
is perhaps fair to say that controversy was rather 
over the pace, than the desirability, of change. And, 
of course, the whole history of the Exchange is 
a story of intelligent self-reform to meet the 
needs of a developing community. D 
In even the most cursory consideration of 
the Stock Exchange it becomes apparent how 
sensitive a barometer it is of the country's enter- 
prise. We may remind ourselves that the stock- 
broker exists only because the joint-stock company 
exists; we may as pertinently put it conversely; 
the joint-stock company depends for its existence 
on the existence of the stockbroker. The majority 
of men with spare money to invest look not only 
to the security of the investment but also to its 
ease of realization. There must be a market. From 
the earliest days of joint-stock formation this has 
been true, and in those earliest days, before the 
dangers of the new form had been discovered to 
set in the balance against the advantages, the 
abounding new enterprise of the country at large 
was uncritical of the available outlets. It would 
have been asking a great deal of the eighteenth- 
century brokers to be so ahead of their time as to 
prevent the ‘South Sea Bubble’. But it is of the 
‘Bubble’ that we learn in our histories, rather than 
of the new form of business that had developed 
so quickly in the previous half-century, before the 
Stock Exchange had even assumed its name. 


It has been the same pattern through all the 


years that have passed since then. As accompani- 


ment to a striking physical growth, which has 
mirrored the growth of the economy the Exchange 
serves, public comment has included a consist- 
ently critical note. A Royal Commission under 
the chairmanship of LORD PENZANCE inquired in 
1877 into the constitution and customs of the 
Stock Exchange. It found an organization almost 
wholly beneficial to the community, managed 
honestly and justly; but that did not hinder a 
contemporary from writing of 

‘gambling more ruinous... demoralisation more 

extensive, than all the hells could ever produce, as 

now carried on by the medium of time bargains 
on the Stock Exchange’. 

The most enthusiastic friends of the Stock 
Exchange would not deny that it has had its 
ample share of sharp practice and worse; in that, 
too, it has reflected the times in which it has 
operated, for in our present rectitude we do not 
always remember how very unrighteous (by our 
standards) the public and private life of our 
ancestors could be. Even on this side of fraud, 
the practice of the Exchange was for many years 
of a kind that we would frown on. One of the 
earliest ‘securities’ dealt in by the early brokers 
was ‘seamen’s tickets’, the chits issued to seamen 
by a Government in perennial financial difficulties 
that could not find the cash to pay its sailors; they 
could be bought at a discount, varying according 
to the present credit of the Government and their 
prospects of being honoured, and the brokers 
provided a market for them. Tradition has it that 
Guy made the fortune that built the hospital out 
of his successful trading in these naval mis- 
fortunes. Lotteries provided another regular part 
of the Stock Exchange’s activity, before they 
became disreputable; they were a form of Govern- 
ment loan that the Victorians eventually frowned 
upon, but they served their useful purpose, and 
a nation given over to football pools should not, 
perhaps, be censorious. 

These early picturesque evolutions, and the 
crises that came in the nineteenth century, give 
point as we look back on them to the stability we 
have known for so long. The beginning of the 
First World War closed the Stock Exchange for 
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months; the beginning of the second hardly 
rocked it. But the critics are still with us; there 
can still be misconceptions about stocks and 
shares and their market. The principle of the 
joint-stock company is so simple that it is hard 
to understand how wrong people can be about 1t; 
the profit motive itself is so fundamental an 
element in man, and so useful a spur to his 
natural laziness, that it 1s difficult to follow the 
religious zeal of its opponents. 

But the fixed opinions still flourish, and natur- 
ally enough the Stock Exchange is a focus of a 
great number of the anti-profit and anti-capitalist 
arguments of our society. The Exchange doubt- 
less takes pride in the fact that it is a capitalist 
institution; but it can also find a mildly malicious 
pleasure in reminding its critics that they, too, are 
almost certainly capitalists, these days, indirectly 
if not directly. Aa any accountant can testify, 
there is a very large number of small stock- 
holders in Britain today; and when the institu- 
tional investors are added — including the insur- 
ance companies, the trade unions and the pension 
funds -it is easily enough appreciated that 
almost every citizen has his or her indirect 
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interest in the functioning of the Stock Exchange, 
and takes his or her profit from the 'speculation' 
that it makes possible. 

There is, of course, no kind of assurance that 
the form of the institution we know today must 
continue unchanged into the future; rather is it 
sure that change must come. It has been changing 
as well as growing in the past two centuries and 
it is changing still. Notably the jobber — whose 
sharp division of function from the broker is by 
way of being an English peculiarity and, as the 
Stock Exchange has always believed, an English 
virtue ~ is finding it increasingly difficult to amass 
sufficient capital to carry on business in the way 
tradition has taught him. The jobber, providing a 
market in his own group of shares, quoting his 
double price without knowing whether the broker 
wants to buy or sell, absorbing large losses in case 
of need, is so essential a part of the system we 
know that it is hard to picture the Exchange with- 
out him. His difficulties are one of the problems. 
the Exchange faces. The Council, with its new 
members, deserves the good wishes and encour- 
agement of the City around it, and of the country 
at large, as it sets about dealing with its problems. 


Too Tall a ‘Top Hat 
|. THE DRACUP CASE 
. by CYRIL A. WILLIAMS, A.C.I.S. 


HE case of Samuel Dracup & Sons Ltd v. 

Dakin (36 ATC 250; 37 T.C. 377) has 

aroused a great deal of interest and not a 
little speculation as to the future of the so-called 
‘top hat’ pension arrangement —a scheme to 
provide, by means of life assurance, a benefit for 
a high-ranking company official under the pro- 
tection of Section 388 of the Income Tax Act, 
1952. 

Some doubt as to the value of Revenue ap- 
proval to a scheme under Section 388 is raised 
by this case. 

The Facts 
The facts, so far as they are apparent from the 
reports now available, are as follows. The 
company, Samuel Dracup & Sons Ltd, was 
incorporated in 1946 to take over the business of 
a firm of textile engineers which, up to that time, 
had been managed by Mr George Dracup and 
Mr Cyril Dracup. The shares were held by these 


two gentlemen in equal proportions (7,500 each) 
and in addition one share was held by its director 
and manager, a Mr Dodd. Messrs George and 
Cyril Dracup both became permanent directors. 

In 1950, a pension scheme was started for the 
benefit of the company’s employees, and three 
years later, the scheme was extended to include 
the director and manager. Provision was made 
for him by means of a separate life assurance 
policy. No question arises as to this part of the 
proceedings, for at this point of time the pension 
scheme was for the benefit of the company’s 
work-people and for its director and manager, 
the latter having virtually no interest in the 
company. 

Early in 1953, several transfers of shares were 
effected, and at least two blocks of them (i.e. 
those into the name of Barclays Bank Ltd and 
another) were thenceforth held upon trust for 
various members of the two families. Another 
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transfer into the names of joint holders may like- 
wise indicate the existence of a further trust. At 
the same time there were several ‘straight’ 
transfers, and, after a bonus issue of three for one 
in the November, the position was that both Mr 
George Dracup and Mr Cyril Dracup had each 
reduced their own personal holdings to approxi- 
mately 124 per cent of the issued capital. The 
situation had therefore been created that the two 
permanent directors were not ‘controlling 
directors’ within the meaning of Section 390 of 
the Income Tax Act, 1952. 

In February 1954, the director and manager 
was killed in a motoring accident and the two 
permanent directors (ie. the only directors) 
acquired from his personal representatives the 
four shares which up to that time had been held 
by him. 

This fact evidently made a deep impression 
upon all concerned, for the General Commis- 
sioners were told that the 


"premature death of Mr Dodd brought home to the 
company the desirability of making present pro- 
vision for the families of the directors 1n the event 
of the death of either of them and the advantages 
to the company of making that provision mm 
an approved superannuation scheme’. 


Subsequently, the company was advised b its 
insurance brokers that it could properly extend 
its superannuation scheme so as to include the 
two permanent directors on the basis that, later 
on, when the directors were ageing, the company 
would be freed from the onerous liability, which, 
as they were permanent directors, would be upon 
the company, ie. to continue paying them 
remuneration, or alternatively, pay them pensions, 
out of its future income. 

À pension arrangement was therefore made for 
the two permanent directors, taking effect from 
May 1954, and policies were taken out by the 
company to provide benefits for them. The 
premiums on these policies amounted to £817 
each year and they were, of course, paid by the 
company. 

In the autumn of 1955, Mr Cyril Dracup 
resigned his directorship and went abroad. 
Thereafter premiums were restricted to the 
policies related to the remaining director. 

It is not public knowledge that the pension 
arrangements were approved under Section 388, 
Income 'lax Act, 1952, but it 1s submitted that 
it is reasonable to conclude that they must have 
been. Section 388 says that the Commissioners 
‘shall approve . . .’ (unless certain conditions are 
not fulfilled). The changes in the structure of the 
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company make it clear that these conditions were 
not offended, thus leaving the Revenue no option 
but to approve even though they may have done 
so but EES 


Premiums a Proper Expense? 


When it came to the point, the Inspector of Taxes 
challenged the deduction of £817 in respect of 
the premiums when computing the company's 
profits. On appeal to the General Commissioners 
the company-contended that the premiums were 
proper expenses on the grounds of commercial 
expediency in order to facilitate the company's 
business. The Commissioners, however, took the 
view that the premiums paid were not a proper 
business expense as it was not ‘money wholly 
and exclusively laid out or expended for the 
purposes of the trade’ as is required by Section 
137 (a), Income Tax Act, 1952. 

The company then appealed to the Court and 
Mr Justice Harman was invited to say that the 
Commissioners were not entitled, in view of the 
evidence, to come to the conclusion which in fact 
they did. 

His lordship made short work of the point. 
Not only did he find himself in complete agree- 
ment with the Commissioners — his exact words 
being 

‘it passes my comprehension that business men who 


have to review these activities, are not entitled to 
say that this is not a business expense'. 


— his lordship concluded by saying that even if 
he had not agreed with the Commissioners' 
decision, he would have been quite powerless to 
interfere with their conclusion. 


No Future for ‘Top Hats’? 


It appears that no regard was taken of the basic 
conception of company law that a company is a 
distinct legal personality from its shareholders or 
directors. T'he Commissioners took the view that 
the directors had de facto control of the company 
at all material times and that the money was not 
laid out wholly and exclusively for the benefit of 
the company's trade, but rather, as his lordship 
plainly put it, 

‘you [the directors] were laying out this money for 

your own advantage’, 


If this case is not taken to appeal it is evident 
that whilst the situation may be created that the 
Revenue may be compelled to grant approval to 
a pension scheme under Section 388 of the 
Income 'lax Act, 1952, thus avoiding any 
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question of an assessment being made upon the 
director in respect of the indirect benefit which 
he receives, the relief may well stop there. 
Hitherto, approval under Section 388 has 
carried with it the implication that the premium 
paid by the employing company will, in due 
course, be allowed under Section 137. The present 
decision makes it clear that the allowance under 
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Section 137 is a matter which the Revenue can 
successfully resist notwithstanding the approval 
under Section 388. The extent of such resistance 
will depend upon the attitude of H.M. General 
Commissioners. 

How far this will affect the future of ‘top hat’ 
schemes remains to be seen, but the net result 
can scarcely be a favourable one. 


NORTH AMERICAN COMMENTARY — SC) 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(Canada), 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, 
New York, April 


Price Level Adjustment of Depreciation ] 


HE Research Department of The American 

Institute of Certified Public Accountants 

has made a new survey of opinion on the 
question of reflecting the current dollar cost of 
depreciation in corporate reports to shareholders. 
Where, ten years ago, in a similar survey, 28 per 
Cent were in favour of disclosure and 72 per cent 
against, today out of 331 companies and educators, 
74 per cent were in favour and only 26 per cent 
were against. Analysing this, it appears that 94 
per cent of the sixty-six educators favoured dis- 
closure and 69 per cent of the widely varied com- 
panies. Of the educators 56 per cent would have 
disclosure made mandatory as against 49 per cent 
of the companies. The educators tended to prefer 
a supplementary income statement, but this had 
little support from the companies which, in 
general, favoured disclosure by footnote. Actual 
adjustment of the balance sheet and income state- 
ment was not, for the most part, supported by 
either group. 

The editorial comments that the survey cannot 
be really scientific, for there is no means of 
properly weighting the opinions of executives in 
large and small companies. It considers dis- 
appointing the general failure of public companies 
to follow the suggestion of supplementary dis- 
closure made by the Institute’s Committee on 
Accounting Procedure in 1948. They appear to 
make the change contingent on its acceptance for 
tax purposes but this, says the editorial, is to put 
the cart before the horse. It concludes that cor- 
porate managements could bring the debate down 
to earth by using supplementary financial 
statements. 


Disclosure by Unlisted Companies 


Mr Edward N. Gadsby, chairman of the Securi- 
ties and Exchange Commission, indicates the 
need for legislation now pending, which would 
require companies not listed on any national 
securities exchange to fulfil approximately the 
same disclosure requirements as listed companies, 
if they have $10 million or more assets and over 
1,000 shareholders. In some instances, he says, 
proxy material sent to stockholders does not even 
name the current officers and directors, and 
approval is sought for so-called independent 
auditors whose names are not mentioned. He 
cites one case where the proxy was written on the 
back of a dividend cheque so that, in endorsing, 
the stockholder automatically gave management 
his proxy! Unconscionable abuses exist, says Mr 
Gadsby, in cases where officers and directors 
trade in the equity securities of their own com- 
panies, selling securities short and even manipu- 
lating the declaring or passing of dividends to 
reap profits at the expense of the stockholders. 


Auditing and Statistical Sampling 


While he states that undoubtedly statistical 
sampling will in future find some application in 
auditing, Mr Henry P. Hill, c.p.a., a partner in 
Price Waterhouse & Co, New York, and member 
of a special advisory committee of the New York 
State Society of Certified Public Accountants on 
this subject, points out certain unique problems 
posed by auditing for the statistician. The 
statistician says that the frame must correspond 
to the universe, meaning, says Mr Hill, that each 
item in. the group to be sampled must have an 
equal or, in some cases, a mathematically known 
chance of being selected. But he points out that 
this assumes, if applied to auditing, that the 
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auditor's conclusions will be derived solely from 
his sample, ignoring the interrelation of auditing 
procedures. Several audit steps may bear on one 
conclusion, says Mr Hill. Thus, to establish the 
market value of raw materials, the auditor may 
examine trade journals, obtain quotations from 
certain suppliers and note purchase prices shortly 
before and after the date in question. The 
primary effort is to establish market value, but 
at the same time the different procedures contri- 
bute to an appraisal of the reasonableness of the 
cost figure of inventory. 

Mr Hill believes that the most immediate M 
widespread result of the current furore will be a 
careful re-examination and expression by account- 
ants of the objectives of their audit tests, with 
more care given to explicitly relating individual 
audit tests to the eventual opinion as to the 
fairness of financial statements. 


The Controller, 

New York, April 

Electronic Data Processing Installations 
The results of a survey published by Dun & 
Bradstreet in October 1957 show that 5,192 
large-, medium-, and small-scale computers were 
at that time installed and working on business 
data-processing in the United States. Of these, 
188 were classed as large-scale and 748 as 
medium-scale. Dun & Bradstreet are also said to 
have surveyed 376 corporations and found that 
only eighty-two had computing equipment in- 
stalled for business operations, while another 
seventy-eight had equipment on order. It is 


therefore deduced that only a very modest pene-. 


tration of the potential market for electronic data- 
processing equipment in business has been made. 


Integration of Electronic Data Processing 
in Reporting to Top Management 

Mr W. Stewart Hotchkiss, management con- 

sultant, says that, generally speaking, installations 

of electronic data-processing operations have not 

yet produced integrated reports as a normal, 


regular output, tying together specific applica- 


tions to payrolls, inventories, sales, production, 


etc., in such a way that monthly and year-to-date 
figures for sales, cost of sales, manufacturing costs, 
inventory positions, overhead and administration 
costs, and profits can be produced automatically 
asa by-product of the routine daily data proces- 
sing. His thesis is that, with proper programming, 
it is now possible to produce such reports directly 
from the accumulated transactions, provided all 
the records to which sales, payrolls, etc., are 
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related are also maintained electronically. Thus, 
financial reports to top management can be distri- 
buted almost immediately following the close of 
the period. 

In the areas of forecasting and budgeting, Mr 
Hotchkiss also sees great potentialities for saving, 
with much greater detail, flexibility and accuracy 
than hitherto. Whereas usually, he says, the 
ability to prepare sets of budgets and forecasts 
based on different assumptions is limited by time 
and cost considerations, with the use of a data- 
processor it is practical and desirable to develop 
such a series of budgets and forecasts. By altering 
the variables the projected results under the most 
favourable and the most unfavourable conditions 
may thus be computed. 


The Accounting Review, 
Menasha, Wisconsin, April. 

Accounting and Economics 
Professor A. C. Littleton sees in recent articles 
and publications a new interest in the relations 
between accounting and economics. Economists 
are becoming increasingly aware, he says, of an 
educational usefulness within accounting, other 
than the provision of technical methods for the 
analytical classification of data as to the national 
income. Accounting is thus viewed as an area 
neighbouring upon economics, with potentialities 
as an intellectual discipline. 


The N.A.A. Bulletin (National Assoctation of 
Accountants), New York, April. 
Survey of Depreciation Methods 

A digest of Research Bulletin No. 33, derived from 
a survey of fifty-five companies, shows the strong 
trend away from the straight-line method of 
depreciation provision since the diminishing- 
charge method was legalized for income tax pur- 
poses in 1954. It is stressed that, where there are 
numerous depreciable assets, replaced as retire- 
ments occur, the tax savings from the declining- 
charge method may be retained indefinitely. 
Many executives are said to have claimed that the 
declining-charge method is a better measure of 
depreciation cost than the straight-line method. 

If they use the diminishing-charge method for 
tax purposes most companies also use it in their 
accounts. Where different methods are used in 
the general financial and the factory accounts, the 
results are co-ordinated through a variance 
account. Where product costs include depreci- 
ation on replacement value, this is usually kept 
outside the books in statistical cost constructions 
reconciled with the accounts. 
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Weekly Notes 


More Birthday Honours 


IR our Jast issue it was our privilege to congratulate 
members of the profession whose names appeared 
in the Birthday Honours List. 

We should now like to congratulate Mr George 
William Brazendale, A.C.4., who receives the C.M.G. 
and Mr J. M. Harvey, ¥.c.a., who has been awarded 
the M. B.E. Mr Brazendale, who is the United King- 
dom Trade Commissioner in Calcutta, was formerly 
North-West Regional Controller for the Board of 
Trade in Manchester. 

Mr Harvey receives his award for public service 
in Wirral. He is hon. treasurer of the Liverpool 
Society of Chartered Accountants and is a partner in 
Chalmers, Wade & Co, Chartered Accountants, of 
Liverpool. 


Rent Bill Amendments 


Wie the Landlord and Tenant (Temporary 
Provisions) Bill was considered at the report 


stage in the House of Commons on Monday, the 
Minister of Housing and Local Government moved 
an amendment which would disqualify an occupier 
or tenant from obtaining a suspension of execution 
only if he refused an offer of a new tenancy that he 
could be reasonably expected to accept. The amend- 
ment will also put the sale of a leasehold interest, e.g. 
for twenty-one years, on the same footing as the sale 
of the freehold. Mr Brooke also moved an amend- 
ment to make clear that an occupier could obtain 
suspension of execution if he had made such efforts 
as were reasonable in the circumstances to obtain 
other appropriate accommodation. Both amendments 
were agreed to and the report stage was concluded. 


Bank Rate at 5 per cent 


AST week Bank rate was reduced by 4 per cent to 
5 per cent — the level which obtained before the 
crisis last September. The change was not unexpected 
and the City reacted fairly mildly though favourably. 
Like the previous reduction, the change could be put 
down to technical factors especially the continuing 
fall in world interest rates and the strengthened 
position of this country's gold and dollar reserves. 

It was also clearly a tactical move in that 5 per cent 
is a useful level for a further upward or downward 
adjustment in the light of circumstances. It reinforces 
the Government's armoury for dealing with changes 
in the economic climate by monetary means. The 
return to 5 per cent will also be taken as a signal that 
the Government is now moving over from a policy of 
credit restriction to one of expansion. This view was 
reinforced by the announcement in the same week 
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of the doubling of initial allowances for plant and 
machinery to 30 per cent and 15 per cent respectively. 
The previous level was laid down in the Budget 

Last week also came the announcement that ship- 


~ ping companies are to have credit restrictions eased. 


On the home front, therefore, the impact of the re- 
duction in Bank rate was reinforced by the other two 
announcements, Altogether, if in the future a date 
has to be put on the point at which Government 
policy went over from restriction to expansion, with 
active encouragement to investment, last week may 
be the effective point in time. 


Wages Bill Withdrawn 


R GRAHAM PAGE, M.P., has had less success 

with his private member's Wages Bill than he 
had with his Cheques Bill, which reached the Statute 
Book on October rst last year. After a constructive 
resumed debate on the second reading in the House 
of Commons on Friday of last week, the motion was, 
by leave, withdrawn. This, however, is not to say 
that Mr Page's measure did not impress the House. 
The principle of payment of wages by cheque or 
bank transfer was accepted by most speakers but it 
was felt that the Bill involved a breach of the Truck 
Acts and, that being so, more time should be given 


_to. the consideration of its impact on these ancient 


monuments of legislation. 

Mr Richard Wood, Parliamentary Secretary, 
Ministry of Labour, stated that the Government 
believed that some of the objectives of the Bill had a 
great deal to commend them but that the reform 
aimed at could not best be achieved by means of a 
private member’s bill. He undertook to consult the 
Minister of Labour on the matter but could not give 
an undertaking either to introduce legislation or to 
initiate detailed discussion. With that, Mr Page had 
to be content but it is most likely that his proposals, 
which have aroused widespread interest and which 
were the subject of a leading article in our issue of 
February 8th last, will be heard of again before very 
long. 


Professional Subscriptions and 
Income Tax 


HEN clause 14 of the Finance Bill was con- 

sidered during the committee stage in the 
House of Commons on June 17th, the Financial 
Secretary to the Treasury gave some indication of 
how it was proposed to administer the new system of 
expense deductions for subscriptions paid by pro- 
fessional persons in employment. He said that inter- 
national societies, as well as societies based in the 
United Kingdom, were in contemplation as recipients 
of deductible subscriptions. He did not see why 
completely foreign bodies should not rank for relief. 
A member quoted part of our comments on clause 14 
in a leading article in our issue of May roth, in which 
we suggested that it might be difficult to obtain relief 
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other than for the quasi-statutory subscriptions 
described in the Fifth Schedule. The Financial 
Secretary said that the clause would not be re- 
strictively construed by the Inland Revenue. 

He went on: 

‘It will be construed in a common-sense way in the 
spirit in which it is drawn, in other words, with a 
desire to assist professional men who can bring 
themselves fairly within its terms.’ 


Perhaps the significant words in this assurance are 
the last eight; taxpayers with experience of the old 
Schedule E expenses rule may well wonder whether 
they can convince the Inland Revenue that they are 
‘fairly within’ the terms of clause 14. The rest should, 
no doubt, be easy. 

The Financial Secretary turned down a suggestion 
that the Inland Revenue should publish explanatory 
notes on the clause when it becomes law. 


Taxing Christmas Presents 


HE Court of Appeal has unanimously upheld the 

decision of Mr Justice Vaisey in Wright v. Boyce, 
reported in our issues of March 15th and May 17th, 
1958. Mr Wright, huntsman of the Woodland Pytchley 
Hunt; had appealed against a decision of the Special 
Commissioners that gifts of money from members 
and followers of the hunt made to him at Christmas 
time were assessable to income tax. Mr Justice Vaisey 
had dismissed the appeal. Lord Justice Jenkins said 
it appeared that the payments were received by Mr 
Wright in his capacity of huntsman. It was important 
to bear in mind that the custom of making these gifts 
produced a regular annual subvention every Christ- 
mas. That appeared to his lordship to exclude the case 
from the class of case exemplified 1n Reed v. Seymour 
(6 ATC 433). His lordship did not think that any 
question of a testimonial, or the admiration, respect 
or regard for the outstanding personal qualities of 
Mr Wright could come into the matter. The regular 
character of the subvention substantially supported 
the view that the payment was made to the holder of 
the office as such. Although the appellant had no 
legal title to the payments, which depended on 
custom only, nevertheless it appeared to his lordship 
that the appellant would have been aggrieved if the 
custom had stopped. There was ample evidence on 
which the Special Commissioners could come to 
their conclusion that the payments were assessable. 


Tax Assessments Valid 


HIGHLY technical point taken by a taxpayer 
which found favour with the General Commis- 


sioners has now been rejected both by the High Court 


and the Court of Appeal (Venn v. Franks (The Times, 
June 20th, 1958)). The General Commissioners held 
that certain Schedule D assessments on Mr Franks, 
covering the period 1944-45 to 1952-53, were invalid, 
because the dek to the Additional Commissioners was 
not present when the assessments were signed. 
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Lord Justice Jenkins said it was further suggested 
that the informality of the proceedings was such that 
nothing happened which could be termed a meeting 
of the Additional Commissioners on this matter. 
However, one Additional Commissioner could, for the 

urposes of the Income Tax Act, constitute a meet- 
ing (as in this case) and that being so, his lordship 
thought it was a little difficult to see what formalities 
must be gone through to make such a meeting a good 
one. As to the presence of the clerk, Section 7 (2) of 
the Act of 1952 required him to attend meetings as 
clerk. But that was merely for the convenience and 
assistance of the Additional Commissioners, it was not 
a statutory requirement on which the validity of the 
meeting depended. 

His lordship went on to say that there seemed to 
have been considerable laxity in the performance of 
their statutory functions by the Additional Commis- 
sioners of this division (Upper Pevensey, Sussex). He 
appreciated that the E -was done voluntarily by 
busy men, but the case would never have been 
brought if there had been a formal appointment of 
the cis to the General Commissioners to be clerk 
to the Additional Commissioners, and if he had then 
received from the Inspector the statements to be 
dealt with and, in consultation with the Additional 
Commissioners, had arranged for meetings at duly 
appointed times and places so that these matters of 
assessment making, which were of great importance 
to the public, should be carried out in a regular 
fashion and with due care for the public interest. 
Accordingly his lordship commended the case for 
consideration by the proper authority with a view, if 
it was thought right, to improving the administration 
of income tax in the locality in question. ‘The other 
lords justices concurred. 


The Colston Trust: Action Settled 


HE litigation concerning the Charles Colston 
Trust (see The Accountant, June 21st, 1958) has 
been settled. Six potential beneficiaries of a trust set 
up by Sir Charles Colston in 1948, for the benefit of 
employees and ex-employees of Hoover Ltd, had 
challenged the right of the trustees to pay out 
£300,000 to Lady Colston (a former employee of 
Hoover Ltd) with the knowledge that she would re- 
settle it on trusts for educational purposes which 
were foreign to the purposes for which the trust was 
intended. They had also sought the replacement of 
the existing trustees of the original trust. 
Counsel for the plaintiffs read out the terms of the 
settlement as follows: 


‘£300,000 paid to Lady Colston to be repaid and 
held on the trusts of the original settlement of 
March 24th, 1948, and supplemental settlement of 
October 13th, 1954. 

The present trustees of the settlement, Sir Harold 
Webbe, Mrs Macdonald, and Mr Eric Davies agree 
to retire. 

‘Hoover Ltd, having requested Sir Charles 
Colston to appoint Mr Elliott, Mr Rex Louis 
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. Webster, and Mr David Rae-Smith as trustees of 
‘the said two settlements in place of Sir Harold 
Webbe, Mrs Macdonald, and Mr Eric Davies; Sir 
Charles Colston agrees to do so. 
‘Sir Charles Colston agrees to release his power of 
SE of new trustees immediately there- 
er." 
Mr Justice Upjohn approved the above terms. 
Continuing, counsel said that subject to the approval 
of the Court in Chambers, the parties agreed a scheme 
of compromise for variation of the trusts as follows: 
‘On the determination of the specified period — 
namely, on March 23rd, 1968 — {£100,000 to be 
applied for the benefit of Cambridge University, the 
University of Bristol, Stowe School and Colston’s 
School, Bristol, in proportions to be agreed before 
the approval of the necessary scheme in Chambers. 
“The trusts of the said settlernents to be varied so 
as to exclude from the beneficiaries thereof Lady 
Colston and any future wife of Sir Charles Colston. 
“The trustees of the said settlements are not in 
future to exceed three in number of whom not more 
than two shall be employees or directors of Hoover 
Ltd, the Hoover Company or any subsidiary of 
either company.’ 
The scheme then went on to deal with the apportion- 
ment of the costs of the proceedings. Counsel for 
the trustees of the original settlement said that 
his clients had acted at all stages on the advice of 
counsel. Whether counsel were right in their opinion 
would not now have to be decided. Counsel for Lady 
Colston said she would never have accepted any 
payment except with the advice of the trustees that 
she might properly do so; and it was never wished or 
intended that she should have one penny for her own 
benefit. His lordship said he did not think it had ever 
been suggested otherwise. The compromise was an 
excellent one; he would consider the details in 
Chambers on July 11th (The Times, June 21st, 1958). 


Defenestrating the Tax Inspector 


T Salisbury, on June xgth. 1958, John Friend 
Tozer, aged 53, a farmer of Homington, near 
Salisbury, was bound over in the sum of {100 for a 
year to be of good behaviour and not to molest the 
Inspector of Taxes at Salisbury or any of his staff. 
He was also ordered to pay {ro 17s costs. The 
district Inspector, Harold Noble Whalley, had sum- 
moned him alleging that between October 13th, 1955 
and April 30th, 1958, by drunken, obscene, and 
abusive language and by violence and threats of 
violence, he obstructed several of the public servants 
of the Queen and broke the peace, causing the 
servants to fear that breaches of the peace might be 
occasioned by his conduct. 
The Inspector said in evidence that Tozer indicated 
a third-floor window at the Inspector’s office and told 
him to jump out; picked up a full ashtray and threw it 
violently into his face, temporarily blinding him; and 
later sent him an ashtray bearing the arms of Win- 
chester College and the motto ‘Manners makyth man’. 
The Inspector said he returned this present with the 
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usual compliments slip. For the prosecution it was 


also said that Tozer telephoned a tax officer both at 


the office and at his home, sometimes eight or nine 
times a day and once at 3 a.m. On the telephone and at 
the Inspector’s office Tozer used a flood of obscene 
language. The defendant said in evidence that he had 
every reason to believe the Inland Revenue were.not 
friendlily disposed towards him. It was also said in 
his behalf that a mistake by the Inland Revenue had 
landed him with a liability for £30. 


Australian Institute Alterations 


HE members of The Institute of Chartered 

Accountants in Australia have agreed to certain 
alterations in its constitution. The changes, which 
will become effective when the approval of the Privy 
Council has been obtained, concern chiefly the various 
professional descriptions of the members. Practising 
members in Australia and those who are clerks to 
public accountants in Australia will be entitled to use 
the designation ‘Chartered Accountant’ or ‘F.C.A.’ 
or 'A,C.A,' as the case may be. Members outside 
Australia, however, will continue to add, as at present, 
the suffix ‘(Australia)’ or ‘(Aust.) to the initials. 
Members on the Separate List (i.e. those not in 
practice) may similarly use the above initials and 
describe themselves as ‘Fellow (or Associate) of The 
Institute of Chartered Accountants in Australia’, The - 
general title “Chartered Accountant’, however, will 
be reserved for practising members and their clerks. 
These alterations in nomenclature have been agreed 
with the three chartered accountancy bodies in the 
United Kingdom and Ireland. 

The occasion has given the Council of the Australian 
Institute the opportunity to review and revise 
generally the charter and bye-laws which were drawn 
up in 1928 under conditions rather different from 
those obtaining today. 


F.B.I. Survey on the Outlook 


SECOND industrial survey, in which 554 com- 

panies returned answers, has been published by 
the Federation of British Industries. The questions 
were framed to compare business opinion with senti- 
ment three months previously. On that basis, 31 per 
cent were less optimistic than three months earlier, 
I9 per cent were more optimistic and 49 per cent did 
not change their view. Thus almost one-third are less 
optimistic than they were, although the balance of 
68 per cent have not changed their views or have 
become slightly more optimistic. 

In general, labour is more easy to attract than three 
months earlier and exactly a half of those replying 
expected building authorizátions this year to be lower 
than last year. 

Some 41 per cent recorded a slower rate of intake 
of new orders and 48 per cent reported shorter order 
books. 'l'hirty per cent recorded lower selling prices 
and as many as 52 per cent reported lower profit 
margins. 
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Finance and Commerce 


Dividend Reserve 


HE reference in these columns last week to the 

Johnson & Phillips dividend equalization reserve 
brings to attention the question of whether such 
accounts are worth their space in the private ledger. 
Their purpose in theory is sound enough; in practice, 
dividend equalization through a special account is 
not always an entirely satisfactory procedure. For 
the payment of dividends, the first and vital necessity 
is cash. Too often an equalization account is locked 
up in the business. 

The subject comes forward again in the accounts 
of Chamberlin & Hill Ltd, grey iron founders, of 
Walsall, which were presented at the fifty-fourth 
annual general meeting of the company last Wednes- 
day. In his review with the accounts, Mr G. A. 
Lyon Hatton, M.a., the chairman, says that the board 
has decided to bring back to the profit and loss 
account two items which have been transferred to 
reserves in previous years; one is the dividend 
equalization account amounting to £15,000, which 
the directors feel to be an unnecessary account 
because there is already an ample reserve for future 
dividends in the balance of unappropriated profits 
carried forward each year in the profit and loss 
account. 

The other item is the benevolent fund of £1,000 
which is no longer needed because of the non- 
contributory pension scheme introduced last year. 


Cash Available 


The point that such reserves, to be effective, must 
be available in liquid form is upheld by the chairman 
in his further reference to movements on the reserve 
account. The directors, he says, recommend the 
transfer of {£15,000 to general reserve, making a 
total of £125,000; then a transfer of a further £15,000 
to a reconstruction and development fund to be 
available for future rebuilding and extensions. 

‘As it is quite useless’, he states, ‘to have a reserve 
for this purpose unless the cash is available when it 
is required, a sum of {15,000 has been placed on 
deposit account and it will be suitably invested as 
soon as possible.' 

The creation of this fund is to an extent tied up 
with the improved liquid position shown in the 
accounts. To obtain the improvement in cash 
resources, capital expenditure been limited to 
essential replacements of obsolete plant and raw 
material stocks have been reduced. This has been 
possible with safety because for the first time for 
many years raw materials are freely available, While 


there is hope that raw material prices will stay 


reasonably stable, financial liquidity cannot be 


maintained at the expense of capital expenditure 
economies. 


Turnover 


UBLICATION of turnover figures is still rare 

enough to warrant special mention of a company 
which publishes them. Mr H C. Browne, chair- 
man of Crowden & Keeves Ltd, wholesale dis- 
tributors, opens his review this year by telling share- 
holders that as a result of intensified sales efforts, 
group sales increased by 35 per cent over last year 
to a new record figure of £1,453,777. The figure is 
provided also in the actual accounts as the first item 
in the consolidated profit and loss account. The 
comparative turnover figure for the previous year is 
£1,080,143. 

Group profits, before taxation, reached £54,390 — 
the company's highest ever, compared with £36,613 
- an increase of £17,777. Mr Browne points out that 
the improvement in earnings was not so spectacular 
as that of turnover, one reason being that the upward 
trend in operating costs had to be absorbed from 
slightly lower margins of gross profit. Unlike manu- 
facturers, he says, a wholesale distributor cannot 
recover his additional costs by increasing sale prices. 

On the back page of the report the company 
shows the range of goods in which it deals: a list of 
over sixty lines of branded merchandise, ranging 
fromrefrigerators and lawn-mowers to kitchen utensils, 
oil heaters, clocks and roofing felt. 


Well Presented 


As is often the case in a-company which attempts 
to keep its shareholders in touch through the 
provision of information well beyond the statutory 
requirements, the Crowden & Keeves accounts are 
well presented with detail shown in the ‘Notes’, 
leaving the accounts themselves clear and concise. 
‘Significant statistics’ show a précis of the company’s 
financial year with comparative figures for the two 
previous years and also the source and utilization of 
additional funds employed during the year under 
review. Further figures provide an analysis of share- 
holdings. A sales turnover graph shows that turnover 
has roughly doubled in four years. 

The current year’s accounts could be improved 
by the provision of a ‘costs’ figure between the sales 
and trading profit item and an indication of profits 
and assets 1n ‘per share’ terms. 


Next Week’s Reprint 


Our reprint next week will comprise the accounts of 
the Industrial & Commercial Finance Corporation 
Ltd. | 
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strikes, the cut in Bank rate to 5 per cent and the wth [2 
re-expansion measures taken by the Government ge a 
have combined to stiffen the stock-markets. Develop- 
ments in the Middle East and in Russia have failed «t IS 

^n 


to depress prices and neither, to any extent, has the 
less optimistic atmosphere of the Federation of British 
Industries’ survey of industrial trends. 

Industrial equities have reached new high points 
for 1958 and a reduction in the Treasury bill rate to 
under 4+ per cent has kept the gilt-edged section 
firm. In the latter market, Liverpool has set a new 
Corporation borrowing line with an offer of 5$ per 
cent 1974-76 stock at 974. 

The Liverpool operation adds to the already strong 
new issue pressure. Associated Electrical Industries’ 
£25 million operation brought applications for £135 
million of stock and a number of other smaller public 
issues have attracted strong support. 

As it so often does under similar conditions, the 
stock-market has probably exaggerated the possible 
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effects of the re-expansion measures introduced by | 5 
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CHAMBERLIN AND HILL LTD. 
PROFIT AND LOSS ACCOUNT 
im FOR THE YEAR ENDED Aler MARCH, [958 
É £ £ £ £ 
72,377 Trading Profit T es Vs 79,473 
15,999 Less: Depreciation of Fixed Assets (5,656 
Directors’ Remuneration: 
950 Fees T D 950 
8,006 Other Emoluments 8,733 
8,956 Femme 9,683 
315 Auditors’ Fees 315 
25,270 25,654 
47,107 53,819 
— Add: Income from Investments 536 
47,107 Profit before Taxation . 54,355 
Less: Taxation basod thereon: 
21,548 Income Tax os 24,745 
5,500 Profits Tàx 6,250 
——— 27,048 39,995 
20,059 Profit after Taxation .. Si n e ee " Se T. E D ag 23,360 
33,209 ` Add: Balance brought forward from 31st March, 1957 .. Së a E - wa - 37,596 
Reserves and Provisions no longer required: 
— Dividend Equalisation Reserve "E 15,000 
— Benevolent Fund P E 1,000 
2,570 Taxation Overpravision 198 
——— 35,799 ——- 53,794 
55,858 Profit Available for Appropriation . 77,154 
10,000 less: Transíer to General Reserve 2j s Wa 15,000 
— Transfer to Reconstruction and Development Fund ag . 15,000 
Dividends paid and proposed: 
500 5% Cumulative Preference Shares (free of income Tax) Paid ee "T V ve 500 
Ordinary Shares (less Income Tax) 
2,587 Interim 5% Paid 2,587 
5,175 Final I Proposed 5,175 
— Bonus 24% Proposed 1,294 
18,262 39,556 
£37,596 Unappropriated Balance carried forward .. £37,596 


` 
laxation Case 
A full report of the case summarized in this column will be published, with Notes on the Judgment, 
in the ‘Annotated Tax Cases’. 


In re Beare 


In the High Court of Justice (Chancery Division) 
October 3rd, 1957 


(Before Mr Justice DANCKWERTS) 


Estate duty - Death of husband and wife — No evidence 
of survivorship — Presumption as to who died first — Law 
of Property Act, 1925, Section 184. 


The testator was seven months older than his wife. 
In the early hours of a day in 1955 when taking part 
in a motor rally, their car left the road and turned 
upside down in a ditch full of muddy water three feet 
deep. They were both found dead some time after- 
wards, and the only evidence as to survival was from 
an examination of the bodies. 

The doctor who carried out the examination said 
that while the cause of the testator's death was 
asphyxia due to the inhalation of thick mud and 
associated with a recent bruise on the brain, the wife's 
death was caused by the inhalation of mud and water 
alone. The bruising of the testator’s brain occurred 
at the time of the accident. Although it did not cause 
death, because after the bruising fluid mud had been 
inhaled into the lungs, the damage to the brain was 
severe enough to produce immediate unconsciousness. 


If the testator was rendered unconscious, he would 
not have struggled for breath, and would have been 
extremely ely to use up the available oxygen in 
his lungs and tissues as rapidly as a normal, conscious, 
struggling individual. There were no signs of any 
injury to the wife's brain, and the doctor would have 
expected her by struggling for breath to use up the 
available oxygen more quickly than her husband. In 
any event the interval between the two deaths must 
have been very short, perhaps not more than a minute. 

The testator gave the whole of his estate to his wife 
and appointed her sole executrix. Mrs Beare left no 
will There were four infant children surviving. 
Letters of administration with the will annexed were 
given to Mrs Beare's father and a bank. The order 
in which the deaths occurred materially affected the 
amount of estate duty on the respective estates. 

The trustees took out a summons for the determina- 
tion of the question whether the death of the testator, 
a8 being senior to his wife, had to be presumed to 
have occurred before the death of the wife. 

Held, there was not sufficient evidence to displace 
the presumption, in Section 184 of the Law of 
Property Act, 1925, that the two deaths occurred in. 
order of seniority, and accordingly Mrs Beare must 
be deemed to have survived icr husband. 
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Presentations by Sir John Braithwaite 








K L ompany Reports and Accounts. s. 


Presenting T; The Accountant Annual Awards for 1958 in London last Tuesday, ir John Braithwaite, ce 


Chairman of the Council of the London Stock Exchange, said: ‘The Accountant has undoubtedly | 





rendered a great service to the cause of joint-stock enterprise by instituting these Awards. That this _ 
As so 1s shown by the fact that the entries for the Awards have grown from about 400 in the first year 
to nearly 1,000 this year; but on the Stock Exchange we quote the securities of something like Bue 


companies. 80 that there is plenty of room for your number of entries to continue to expand.” "s 


Uu William Curie G.B.E., Chairman of 
Peninsular & Oriental Steam Ne a Company, 
and Mr Robert Carr, M.P., F.LM., Chairman of John 
Dale Ltd, received the Awards ‘of their respective 
companies in the Grocers’ Hall in the presence of a 
distinguished assembly presided over by Mr Percy 
F. Hughes, A.S.A.A., F.C.1.8,, Editor-in-Chief of The 
Accountant, ` 

Sir John. Braithwaite was accompanied by Lady 
Braithwaite and also on the platform were: Mr W. L. 
Barrows, ERO F.C.A, President, The Institute of 
Chartered Accountants in England and Wales; 
Mr A. S. H Dicker, M.B.E., F.C.4., Member of the 
Panel of Judges; Mr Donald V. House, F.C.A., 


Member of the Panel of Judges; Mr C. LR. Hutton, 
B.A., GA, Member of the Panel of Judges; Mr 
William Jackson, F.A,C.C.A., President, The Associa- ` 
tion of Certified and Corporate. Accountants; The _ 


Rt. Hon. Lord Latham, J-P., F.A.C.C.A., Member ofo 


the Panel of Judges; Mr R. Ian Marshall, B.COM., 
€.A., President, The Institute of Chartered. Account- 
ants of Scotland; Mr Bertram. Nelson, CBE, LR, © 
F.c.A., Member of the Panel of Judges; Mr - 


| Godfrey Phillips, C.B.E., Member of the Panel of 


Judges; Mr Arthur E. Webb, Editor of The Account- ` 

ant. sx 
A full list of those who accepted. invitations S 

appears on other pages. | : 


The Chairman's Address 


Oei the proceedings, Mr Percy F. Hughes said: 
UC RE past year has been a very important one for the 
accountancy profession owing to the integration of The 
‘Society of Incorporated Accountants with the Insti- 
tutes of Chartered Accountants in England and Wales 
: and Scotland and in Ireland. We have with us this 
merning Mr W. L. Barrows, J.P., F.C.A., who is the 
The Institute of Chartered ‘Accountants 
and Wales, and Mr R. Ian Marshall, 
10 is the President of The Institute of 
untants of Scotland. We are also fortu- 
ith us Mr William Jackson, F.A.C.C.A., 
or th sociation | of Certified and Corporate 

its, Mr H. J. Furness, r.c.w.a., President of 
The Tnstitute of Cost and Works Accountants, and 
- Mr J. W. Hough, ong. F.I.M.T.A., F.S.A.A., President 
of The Institute of "Municipal Treasurers and 
S Accountants, 


Integration a Benefit to the Profession 
‘I believe that the integration scheme will prove of 
lasting benefit to the accountancy profession and I 
d like to take this opportunity of congratulating 
vh dM were concerned with its organization. In 




















. days mature much younger than they did e 


particular, I would refer to the ceaseless efforts which 
were made by Mr W. H. Lawson, the Immediate Past 
President of the English Institute, and Sir Richard 
Yeabsley, the last President of The Society of Incor- 


porated Accountants, who showed wonderful qualities ` : 


of statesmanship which received the commendation of ` 


those who were in favour of the scheme and of those — 
who were not. We of The Accountant like to feel dat ` ` 


we played some small part in this great matter in tl 
we reported the various stages through 
scheme had to pass until it reached final Dé 
published the views of large numbers of accot a 
who were affected by the scheme. The accou 
profession is in its infancy when contrasted 
the Church, the law and medicine, but I believ 
be a very live and very healthy infant. Chil 


two decades ago. The accountancy professio 
and it has men of great ability at the top. I believe 
the completion of the integration scheme mar 
important turning point in the history of the professi 
and indicates very clearly that the professio 

resilient and able to adapt itself to continuou ; 
changing conditions. ES 
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Sir John Braithwaite (right) presenting ihe Fontem for Penináular & Oriental Steam Navipstion Cu to ‘Sir William 
Currie, G.B.E., C.A., Chairman of the company. 


Improvement in Company Accounts 


‘We of The Accountant ate particularly grateful to the 
leaders of the profession for the very keen interest that 
they have always taken in The Accountant Awards. 


"The Companies Act of 1948 requires a certain 


minimum of information to be set out in accounts, but 
it does not say anything as to the form in which the 
accounts are to be prepared. I believe that professional 
men, particularly accountants, lawyers and company 
secretaries, can do a very great deal to stimulate an 
interest in this matter so that the apathy of share- 
holders can be overcome. I am sure it is much better 
approached in this way than by legislation. I refer, of 
course, particularly to the form in which accounts are 
presented rather than to the basic requirements which 
should be covered by suitable statutory provisions. 
We feel sure that as a result of the introduction of The 
Accountant Annual Awards, published accounts of 
public companies have shown a marked improvement 
in the information which they convey to shareholders 
and indeed in the layout and form in which this infor- 
mation is imparted to them. 

‘Many hundreds of companies submit their accounts 
for the consideration of our distinguished panel. Only 
two can succeed in gaining Awards each year, but the 
efforts of all those to whom falls the task of preparing 
these accounts, successful and unsuccessful alike, I 
would say: Your task i is well worth while. If you have 


the keenness to submit your accounts for the consider- 
ation of our panel, you must be paying especial atten- 
tion to the form and layout of the accounts with which 
you are concerned. This must be to the advantage of 
your shareholders. If you have been successful in the 
past I trust you will continue to strive for even greater 
perfection. If you have not succeeded, I hope that you 
will not be dissuaded from continuing your efforts and 
that all will submit accounts for our panel to consider 
year by year. To those who have not yet submitted 
accounts I would give a most cordial invitation for 
them to do so next year. A 
"But it is no use asking me what the panel look f 

I do not know. And itis no use asking the panel Decant 
they will not say! What is superb this year may well be 


surpassed next year. This business of striving for 


perfection in the presentation of accounts is not a static 
thing. I believeitto be something that must grow and be. 
adapted to changing industrial conditions and thought. 


Tribute to the late Mr Ronald Staples ` 
'May I now say a few words about my predecessor, 
whom you all know and who first introduced The 
Accountant Annual Awards. I speak, of course, of 
Ronald Staples, with whom I was associated for over 
twenty years. To The Accountant he was Editor-in- 
Chief for twenty years and in this period much was 
achieved under his guidance. But the creation of The 
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Accountant JMiinial Awards was something in which 
he took great pride and I am sure rightly so. I hope 
that it will never be forgotten that this all began as a 
result of his inspiration. He never failed to express his 


appreciation for the services rendered by the panel and 





I do so now both on his behalf and on my own. With- 


out their efforts the inspiration of Ronald Staples 
would not have been capable of achievement. 

: "The most able chairman of the panel, Mr Montagu 
Gedge, Q.C., is at present abroad, but you will shortly 
hear Mr Bertram Nelson say something about their 
work. ‘They carry out this work quite voluntarily and 
often at great personal inconvenience. Some have long 
distances. to travel - they do it all with tremendous 
enthusiasm. Since our last presentation ceremony, two 
members oft the g panel, Mr W. L. Barrows SE Mr G. 
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Tyser, retired, and we have been fortunate this yet 
in having the services of Mr A. S. H. Dicker, M.B.E. 
F.C.A., a Past President of The Institute of Chartered ` 
Accountants in England and Wales, and Mr G. Godfrey 
Phillips, c.B.E., who fill their places. 

‘We have with us today Sir John: Biaithwaité; the: 
well-known chairman of the London Stock Exchange. 
I cannot thank him enough for consenting to undertake 
this task, but I do know that he is keenly interested in 
all that The Accountant Awards stand for. 

‘I congratulate the two companies who have won this 
year's Awards and I will now ask Sir John Braithwaite 
to make the presentations. First, to Sir William ` 
Currie, chairman of the Peninsular & Oriental Steam — 
Navigation Company, and then to Mr Robert Carr | 
chairman of John Dale Ltd.’ (Applause.) 


Sir John Braithwaite 


After presenting the Awards, Sir John Braithwaite 
said: 


| tr bes ‘been a great pleasure to me to make these 
Ee and Í accept it as an honour that I have 
been asked to do so, especially as my four predecessors 
in this little office have been Lord Mayors of London. 
But company reports and accounts have more to do 
with the financial than the civic side of the City, and 
I. think it is EN that you should widen the 


feld from which you choose your 
that is the right word. : 

"The Accountant has undoubtedly rendered a great 
service to the cause of joint stock enterprise by insti- 
tuting these Annual Awards. 

"That this is so is shown by the fact that the entries for 
the Awards have grown from about 400 in the first year 
to nearly 1,000 this year; but on the Stock Exchange we 
quote the securities of something like 5,000 companies, 


"presenters" ~ if 
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so that there is plenty of room for your number of. num 


entries to continue to expand. d 
“The campaign of The Accountant has been for both | 


the body and the clothes of reports and accounts: for 


the body ~ that is to say for the essential content; for 


clearer presentment, for the relegation of subsidiary 
matter to notes, still forming part of the accounts, but 
in this way leaving the essential figures few, simple 
and clear; so that the main results can be seen and 
understood by every person, even those not much 
accustomed to business documents; in fact, so that the 
wayfaring man, though a fool, shall not err therein, as 
the Good Book has it. 

‘And for the clothes; that is to say, the documents 
in which the figures are presented; the paper used, the 
typography, the format generally; the use of illustra- 
tions and photographs, the use of colour, the use of 
diagrams; even occasionally the use of humorous 
sketches to rub home this or that point: all this has 
been encouraged and developed by the institution of 
your Awards. 

‘And the object of it, I conceive, is a great deal more 
than merely good publicity for the company. It is no 
more than what 1s due to the shareholders, who are no 
longer the forgotten men and women that they used 
to be, regarded almost as a nuisance, except perhaps 
when required to vote an increase in the directors' 
remuneration. The shareholders are the company — the 
company of persons who have clubbed together and 
pooled their money to carry on the particular enter- 


prise. The directors are their leaders, their trustees and. 


their servants all in one; and the primary object of 
first-class reports and. accounts, as I see it, is to make 
shareholders conscious of and interested in their 


ownership and their responsibility, and so to develop: 


the intelligent share-owning and property-owning 
population that is the proper basis for the democratic 
and liberally-minded capitalism — the joint stock enter- 
prise, by which the industry, commerce and finance of 
the nation are so largely carried on. | 

‘All this, I know, in such an assembly as this, is 
carrying coals to Newcastle; although that once cast- 
iron simile has lost something of its point in the post- 
war years. 

"But there is one very great concern, Mr Chairman, 
which does not enter for your Awards. 





Sir Richard Yeabsley, Cp. F.C.A. (left) and Mr Percy P. 
Hughes, ASAA., F.C.1.8., Editor-in-Chief, The Accountant. 
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Mr W. L. Barrows, J.P., F.C.A., President, The Institute of 
Chartered Accountants in England and Wales (right), with 
Sir Harold Barton, F.C.4. 


‘It does not have to produce a report and accounts; 
but I think, nevertheless, it ought to do so. 

‘I mean the very great concern that we may call 
Great Britain Unlimited. 

“The Government of the day are the directors, and 
every adult person is a shareholder and a contributor 
E its finances, either directly or indirectly, and usually 

oth. 
The Nation's Report and Accounts 


“The Budget speech and figures are, in effect, the 
annual report and accounts of the undertaking and I 
think it should be the duty of the Government to take 
all reasonable steps to see that its results and its pro-. 
posals are understood, not by relatively a few, but by 
all of the many millions of adult citizens whose affairs 
they direct. 

'l think, therefore, and quite seriously, that the 
essence of the Budget speech ~ the results of the past 
year, the proposals and estimates for the coming year, 
and the chairman's review, should be published 
immediately after Budget day in much the same form 
to which we are accustomed with company reports 


and accounts. White Papers, as we have them, are too 


detailed and too complicated for this purpose. 

‘And in presenting its report and accounts the 
Government should make use of all the techniques 
that your Awards have fostered — good paper, good 


printing, good set out; colour, diagrams; whatever is 


appropriate; but above all extreme simplicity and 
clarity in presenting the overall picture. 


^ “But there is something even beyond publishing a 


report and accounts that the Government could do. 
‘A few companies now, and it is a practice that I 


_ hope will be widely followed, at least by companies | 
. whose capital is widely held — a few companies publish 
also, separately from the report and accounts, the 


results of the year set out in the most elementary way, 


. with diagrams and pictures, but above all in language 
^ in words so simple and clear that anyone who can 


read can understand them — a statement utterly purged 


of all jargon and complication. 


'I would like to see the Government do this too. 
'I see in my mind's eye a small-sized leaflet, folded 
once perhaps — that is to say with four sides to read 
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and. to look at — that would be obtainable free at any 


Post : Office, or even delivered at every door. 


Remove 1 the Noughts 


id : reduce the figures very greatly in size, 

ning of cour: se what had been done. Figures 

Fanning up to 5,000 llions are beyond the grasp of a 

very great many people - - d are like a „blow « on the 
ge hamry 



















Id kno sis E off everything and 
ures yn revenue and expenditure as totalling 
d pounds instead of five thousand million 
p is; or ! the total could be reduced to one thousand 
pounds or even one hundred pounds; it is only a 
question. et scale. 
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‘And above all, in additin to the very sim 
statement, I would use the "cake" or other diagram- 
matic form — or rather two cakes or diagrams. side by | 
side, so that it could be seen visually in one diagram. 
where the national pay packet comes from and how it. 
is made up; and in the gc : iow. the. pay packet is 
spent. pus 
‘It would then be, as far as bud Een 
can go, as easy to understand the national finances as- 
the family weekly or yearly budget, with : 
body is forced to be familiar. ` FO. 

"Well, Mr Chairman, it is düideunmimer da 
maybe I have a touch of midsummer madness; but — 
I don't think so; I hope not; and Ido hope that one ` 
day you will be able to award an “Oscar” to the British us 
Government.’ (Applause.) E 2 | 













Acknowledgments of the Presentations 


Sir William Currie, G.B.E., C.A, Chairman of the 
po v & Oriental Steam N avigation Company, 
sal 

‘On behalf of the P. SO Company, of which I have 
the honour to be chairman, may I say how delighted 
and honoured we all are for having been awarded one 
of the prizes so generously given by The Accountant. 
l well remember when asked if we should enter the 
competition I said "Certainly have a shot at it”, simply 
thinking that we would be one of the “also rans". 
It was, therefore, with a feeling of surprise, but also 
of great delight, that we heard that our accounts had 
won the commendation of so eminent a panel of judges. 

‘I must admit to: appearing as a wolf in sheep's 
clothing, for the proper receivers of this handsome 
gift should be Mr Aston and Mr Mitchell, who, with 
their able assistants are really the progenitors of the 
accounts as presented. 
_ “A friend of mine, with whom I frequently exchange 
facetious letters, on reading in The Times that the 
P. & O. Company had been so honoured, for some 
reason concluded that it had something to do with 
mathematics. He dilated upon my becoming a senior 
wrangler but, whether in his facetiousness or from his 
want of education, missed out the “r” and referred to 
me as a senior wangler. I feel that Vie is right because 
I have *wangled" the prize, which should have been 
Charles Aston's. 


| Changing Times 


‘In the years before 1850 when no accounts at all 
were issued, the P. & O. Board had been subjected to 
a certain amount of criticism and the following extract 
from their report for the year 1847 shows their reaction 
to that criticism. 

.— ***On more occasions than one, the question has been 
mooted at the general meetings as to the publication of 
the accounts of the company, and the opinion has been 

. expressed by the board, that the period had not arrived 

“when it would be expedient to do so, and at the same 
“time the proprietors have been informed that it was not 
A ered: for their interests that such a course should 
be P - . . . Proprietors at a distance forming their 
opinion. of. the future position of the company from 
hed accounts of past transactions could scarcely 
rriving at erroneous conclusions . . . but the 
atertain the hope that the proprietors will 
` with the assurance that the establishment 


















is carried on with every regard to: economy. consistent 
with efficiency; that it is in a sound and independent. 
position as regards its funds and that . . . they should 
feel well content and satisfied under existing circum- 
stances with the dividend of 8 per cent out of the trading ; 
profits for the last twelve months,” 

‘It is, to say the least, doubtful if such an assurance 
by any board of directors would today be regarded as ` 
an adequate substitute for a profit and loss account 
and balance sheet. 

‘I hope it is not out of place at a gathering such. as 
this to remark that although incorporated in 1840, it. 
was not until 1876 that the P. & O. Company issued to 
its stockholders accounts which would be recognizable 
as such today. Up till then the stockholders had been 
told in the body of the directors' report under the . 
heading "revenue account" how much profit had been _ 
made during the year and how the directors. proposed 2 
to dispose of it. That report, however, did include a . 
statement labelled “capital account", and on looking ` 
at it now, it seems to me that the capital account 
requires only two headings ~ “Employment of capital" eS 
and “Capital employed" to convert it into what is ` 
reckoned today to be the most modern form of vertical ` 
balance sheet. In view of the form of the P. & O: 
accounts which have just won your Award, Mr Chair- 
man, I am reluctant to say that the P. & O. Company | 
was then roo years ahead of its time, but there is 
nothing to prevent me thinking it. And it was not many ` 
years ago that even our accounts had only.one item op 
each side of the profit and loss account. How: times _ 
have changed and really. in.a -cotapatativel short 
period of time. En 

‘May I again say to you, Mr Chairmai n 
we are to be the recipient. of this Awa 
have so generously given, and to assure. 
will not rest on our laurels nor be backw 
doing. And thank you, Sir John, very wa 
kindly presenting me, on behalf. of the P. 
pany, with this beautiful prize.’ = 














Mr Robert Carr, M.P., BL M., Chairman o 
Dale Limited, said: | * 

‘Ever since 1 was a small Boy I have Los y 
in the wake of the P. & O. but I neve 
it in this way. I do it today with very gr« | 
and I echo every word that has been said a 
the value of this Award and the xS nei 
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chief accountant (left). They are accompanied by members 


Collins, c.a. Mr N. C, Eastwood, A.C.4.; Mr 


gives to those of us who are fortunate enough to win 
it. I must say that although we naturally take credit 
for winning it there must be some fortune in it because 
in judging between large numbers of accounts which 
must be, I am sure, of almost equal merit, it must be 
very difficult to pick on the two which deserve the 
honour conferred upon them today. 

‘I can speak on behalf of my company without any 
false modesty because I have been in the chair for 
only two months and, therefore, I can claim no credit 
for the accounts which have won this Award, 'T'his does, 
however, enable me to say all the more sincerely what 
great pleasure, encouragement and pride it gives to 
my company to have been honoured in this way and 
to all of those who have done the work of preparing 


The 1958 


In the absence abroad of Mr Montagu Gedge, Q.C., 
Chairman of the Panel of Judges, the work of the 
Panel during the year was reviewed by Mr Bertram 
Nelson, C.B.E., J.P., F.C.A., a member of the Panel. 
Mr Nelson said: 

‘I am deputizing today for Mr Montagu Gedge, the 
Chairman of the Panel of Judges. I know that he and 
the other members of the Panel, present and past, 


would desire to be associated with the tribute which ` 
you, Mr Chairman, have paid to our old friend Mr ` 
Ronald Staples. We remember conversations which ` 


members of the first Panel of Judges had with Mr 
Staples when The Accountant Award. was inaugurated 


in 1954. I recall the hopes which he then had that the ` 


inauguration of such an Award would play its part in 


improving the form and contents of annual reports in ` 








relation to the adequacy. of the informatio 


| r ition given and 
its presentation. "There have been improve di 






The P. & O. Award is held by Mr C. W. Aston, A.C.A., a general manager of 
of the company's accountancy staff (left to right): Mr L. J. A. 





the company (right) and Mr J. Mitchell, C.A., 
C. G. Roche, a.c.a.; Mr T. P. Daly, A.C.A, 


the accounts. In particular I should like to mention 
my predecessor as chairman of my company, the late 
Mr Robert Peters, who over the years gave great 
attention to the presentation of our report and accounts, 
I am sad, as all my colleagues in the company are, that 
he should not have lived to be in my place today to 
receive this Award. 

‘I wish to say once again how pleased and proud. 
we are, Mr Chairman, and to thank you for the great 
value of the work which you have done in organizing 
this Award and in arranging this delightful ceremony 
at which the lucky ones receive it. I should also like 
to add my word of thanks to Sir John Braithwaite for 
the honour he has done us in coming to present these 
Awards today. Thank you very much.’ (Applause.) 


Awards 


these past four years and Mr Staples’ hopes have been 
in part fulfilled. 

‘Progress has perhaps been significant in three 
directions: | 

‘Firstly, reports and accounts increasingly give a 
true and fair view of the affairs of the company con- 
cerned and not merely of its financial position. Many 
of the best reports no longer discuss those affairs in 
isolation but relate them to the business climate in ` 
which the company lives. "s 

‘Secondly, the report is becoming more important. |. 
Twenty years ago it was the balance sheet which was 
significant. The work of the Cohen Committee in 1944 
emphasized the importance of the profit and loss 
account. Today the directors’ account of stewardship 
is incomplete without a clear and comprehensive 
annual report or chairman’s address. 

‘Thirdly, it is increasingly recognized that annual 
reports are important not only to members but to 
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employees ` nd to customers. While many annual 
reports are highly complex (sometimes inevitably), 
experiments are continually being made in drawing 
attention to salient points and in finding terminology 
which is understandable and unambiguous. 

- *Perfection is not yet in sight. An Accountant Award 
does not guarantee that the winning reports are 
faultless. Our experience as judges is that we are not 
¿moving step by step in the direction of a perfect 
accounting form which will then become common to all 
companies. Diversity i is perhaps increasing and rightly 
so, because the circumstances of companies vary 
-greatly and because developments in thought are still 
taking place. Truth in accounts has continually to be 
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worked for and found anew. Copying other m 
forms is not enough. ` 

"We may perhaps hope that the kind of progress 
which we note today may spread so that, for example, : 


public authorities of all kinds present reports which ^ | 
are informative and perhaps exciting. May the work... 


which Mr Staples began and which 1s being continued ` 
by Mr Hughes and his colleagues long” continue.’ E 
(Applause.) 
The Guests Welcomed 

After the guests had been welcomed by Mr Arthur E. e 
Webb, Editor of The Accountant, the Chairman invited 
the company to drink the health of the winners of the 
Awards. 


Guests at the Presentation Ceremony 


| Those who accepted i invitations were: 


Ms Wirrm G, ADAMS, F.C.4., and Mrs ADAMS 

Ma A. W. ALLEN, F.C.A., and Mrs ALLEN 

Miss E. B. Arts, Director, Taxation Publishing Co Limited 

MR W. GILBERT ALLEN, F.C.A., and Mrs ALLEN 

Ma W. M. ALLEN, B.A., an Assistant Secretary, The Institute of 

- Chartered Accountants in England and Wales, and Mrs ALLEN 

Mr S. W. ALEXANDER, Editor, City Press, and Mrs ALEXANDER 

Sm DONALD ANDERSON, Director, Peninsular & Oriental Steam 
Navigation Company 

Ms J. L. Arcus, F.L.A.N.Z., and Mrs Arcus (of Wellington, 
‘New. Zealand) 

Me P. LIVINGSTONE ARMSTRONG, F.C.A. 

Mn H. GARTON Aen, O.B.E., M.C., F.C.A., and Mrs Aan 

Mr ALGERNON AsPREY and Mrs AsPREY 

Mr CuanLEs W. Aston, A.C.A., a General Manager, Peninsular 
X. Oriental Steam Navigation Company; Chairman, London and 

. District Society of Chartered Accountants 

Mn E. H. W. ATKINSON, London Editor, The Birmingham Post 

Mr W. O. ATKINSON, M.B.E., F.LM.T.A., Immediate Past President, 
The Institute of Municipal Treasurers and Accountants, and 
Mes ATKINSON 

Mr R. W. BANKES, c.2.z., B.A., and Mns BANKES 

Mn S, E. Banxs and Mrs Banxs 

-MR A. A. BARGER, F.C.A., and Mrs BARGER 





ir C. M. erg op E., F.C.A.; Mr R. lan Marshall, B.COM., C.A., BRUN The Institute of Chartered ` ` 
land; Sir Harold Howitt, c.B.&., D.C.L., D.8.0., M.C., J.P., F.C.A.; Mr E. H. V. McDougall, Secretary, = 
e Institute of Chartered Accountants of Scotland; Miss D. M. Vaughan, F.C.A. aoe: 


Mr W. L. Barrows, J.P., F.C.A., President, The Institute of 
Chartered Accountants in England and Wales, and Mrs Barrows | 

Sta HAROLD Barton, F.C.A., and LADY BARTON 

Mr R. P. BAULKWILL, C.5.E., Public Trustee 

Mr T. A. HAMILTON BAYNES, Mä FGA, 

Mr R, T. Ger, l 

Mr H. A. BENSON, C.B.E., F.C.A., and Mrs Base. ) | 

Mr SrANLEY J. D. BERGER; wo, ¥.c.1.8., Director, The 
Institute of Cost and Works Accountants, and Mrs BERGER 

Mn G. V. Best, F.C.A., and Mrs Besr 

Mn RoraAND Birp, Deputy Editor, The Economist 

Mn T. BOLTON, A.c..$., and Mrs BOLTON 

Mr Roy Borneman, Q.C, and Mrs Borneman 

Mr James Borsay, v.c.w.a., Immediate Past President, The 
Institute of Cost and Works Accountants 

Sir ALFRED Bossom, Bt, M.P., J.P., LL.B,,. PAJA, Chairman 
of the Gouncil, The Royal Society of Arts. 

Mr GEOFFREY Bostock, P.G.A., and Mrs Bosrock ` 

Sir Jons Brarrawarre, Chairman of the Council [E the Stock 
Exchange, London, and Lapy BRAITHWAITE | | 

Mn A. J. Bray, MA, A.C.A., Member nd the Council, British 
Computer Society, and Mrs BRAY 

Mr Joun Burcuart, Editor, The Brit ish Manufacturer. 

Mn Epwarp Burrerr and Mrs Bonkecr 

Muss V. M. BURTON, F.GA. 

MR. P. F. CARPENTER, F.C.A. | 

MR ROBERT CARR, M.P., FIN. Chairman, Fita Dale Limited, 
and Mrs Carr 
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Mn W. S. CARRINGTON, F.C.A., and Mrs Cenc 


Mr R. J. Carrer, B.COM., F.C.A., Secretary, The Chartered. ` 


Accountant Students’ Society of London, and Mrs CARTER 


COLONEL RANDOLPH A. CHELL, D.5.0., O,B,E., M.C., and Mns 
CHELL 


Me L. H CHEYNEY, g.1.M.T.A., F.5.A.A., Secretary, The Institute 


... of Municipal Treasurers and Accountants 

. Ma W. M. Crarxe, City Editor, The Times 

Mr J. CLAYTON, A.GA. 

Ms Cameron F. Cosso.p, Governor, The Bank of England, and 
Lany HgRMiONE ConsBOLD 

Mer J. W. G. COCKE, T.D., M.A, A.C.A, Honorary Secretary, 
London and District Society of Chartered Accountants, and 
Mrs COCKE 

Dr F. CUTHBERT COLLINGWOOD, M.B., CH.B., M.R.C,S,, L.R.G.P., 
D.T.M. AND H., and Dr SvrviA COLLINGWOOD, M.B., CH.B, 

Mr J. W. G. COLLINS, A.c.A., Director, John Dale Limited, and 
Mrs COLLINS 

Mn L, J. A. Come, Ga, Peninsular @ Oriental Steam Naviga- 
tion Company 





Mr William Jackson, F.a.c.c.a., President, The Association 
of Certified and Corporate Accountants (left), and Mr J. E. 
Harris, B.COM., F.A.C.C.A., Vice-President of the Association. 


Sm EDMUND COMPTON, K.B.E., C.B., M.A., Treasury Officer of 
Accounts 

Mr W. H, R. Cook and Mrs Cook 

Mr S. V. P. CORNWELL, M.C,, M.A., F.C.A., and Mrs CORNWELL 

Six CECIL CRABBE, C.B., Chief Registrar of Friendly Societies, and 
LADY CRABBE .. 

Mr I. A. F. RAIG, O.B.E., B.A., an Assistant Secretary, The 
Institute of Chartered Accountants in England and Wales, and 
Mrs Craia 

Mr Norman Crump; ciy Editor, The Sunday Times; and Mns 
Crump ` 

Mr J. B. CURRIE, M.C., and Mrs CURRIE | 

Sin WILLIAM CURRIE, G.B.E., CA., Chairman, Peninsular @ 
| Oriental Steam Navigation Company, and Lapy CURRIE 

Mr W. Mauwmo Dacey, Economie Aisen, He Bank 
Limited, and Mns MANNIN Dacey 

Mr T. P. Data SAXA, / Ge 

| “Company, and Mrs DALY ` SEN 

Mr GR M. DAVIDSON, F.A.G. CAS an E Secrelary, The 
Association of Cone and Caporale Accountants, and Mrs 











DAVIDSON 


p Mr ik O. Davies, SA AEN President, London Chap 


Mg W. Guy DENSEM, Pä and Mrs DENSEM 
Mr R. Dever, Manager, “Moorgate Branch, Midland Bank 3 





- The Institute of Internal Auditors, and Mrs 





Limited, and Mrs Dgvgv =. 
Mr A. S. H. Dicer, M.B.E., Pä and Mars Dicker k 
Mr D. B. E. DoucrAs-WrrhERs, Accountant Liaison Service, The E 
National Cash Register Co Limited er 


Mn Derex bu Pri, Joint Secretary, The Institute of Cost and ` 
Works Accountants, and Mrs pu PRÉ 


‘Mr N. C, EAsrwOOD, ACA. Peninsular & Oriental Steam 


Navigation Company, and Mrs Easrwoop 

Me W. P, N. Enwanps, Director of Home Services and Information, 
Federation of British Industries, and the Hon. Mrs EDWARDS 

Mrs S. 5. ELLIOTT, ong, Exhibitions Organizer, Office Appliance 
& Business Equipment Trades Association 

Mr P. A. Eve, Manager, Chancery Lane Branch, Barclays Bank 
Limited 

Me W. J. FINDLAY, c.a,, and Mrs FINDLAY 

Miss MARGARET FOX, F.C.A. 

Mr Joun Frenon, London Financial Editor, The Scotsman 

Mr Ricuarp Fry, The Manchester Guardian 

Mr H. J. Furness, r.c.w.a., President, The Institute of Cost and 
Works Accountants, and Mrs FURNESS 

Mr C. G, GARRATT-HOLDEN, T.D., B.A., M.COM., Secretary, The 
Building Societies Association, and Mrs GARRATT-HOLDEN 

Miss K. D. Ger, Director, Gee & Co (Publishers) Limited 

Mer R. J. GEE, LL.B., M.LT.M.A. 

Mr D. J. Ginninas, F.C.A., and Mrs GiNNINGS 

Mn H. GrLEAVE, eege Officer, Financial Management 
Division, British Institute of Management 

Mr Toun GODFREY, M.A., F.C.A., and Mrs GODFREY 

Mr A. GOODMAN, MA, LL.B.(CANTAB.), LL.M.(LOND.) 

Mr W. Goorin, The Financial Times 

Mr P. F. GRANGER, F.G.A., and Mrs GRANGER 

Mr J. D. GREEN, F.C.4., and Mrs GREEN 

a Maurice Green, Deputy Editor, The Times, and. Mrs 

REEN 


Me C. E. HALL, r.C.A., F.B, Secretary, The Institute of Book- 
keepers 


Miss E. HALL 
THe Rr. Hon, WiL.LIAM GLENVIL HALL, P.C., M.P. 
Mz F. J. Harrerr and Mrs HALLETT 


Sm Henry D. Hancock, K.C.B., K.B.E, C.M.G., Chairman, 
Board of Inland Revenue, and Lapy Hancock 


Mr E. G. HARDMAN, P.c.1.8., President, The Chartered Institute of 


Secretaries 

Mr BERNARD HARRIS, Sunday Express, and Mrs Harris 

Mr J. E. HARRIS, B.COM, ¥.A4.c.c.A., Vice-President, The 
Association of Certified and Corporate Accountants 

Mr M. G. J. Harvey, A.C.A., Accountant, The Institute of 
Chartered Accountants in England and Wales, and Mrs Harvey 

Mz C. V. HasugHAM, Manager, High Holborn Branch, District 
Bank Limited, and Mrs HASLEHAM | 

Mr LEONARD C. HAWKINS, F.C.À., and Mrs HAWKINS 

Mrs Joun Haynes, Director, Gee & Co (Publishers) LEN 
and Major Jons HAYNES 

Miss Marjorie HILLIER © 


‘Sir Oscar R. Hosson, City Editor, News Chronicle, and Lat 


FIOBSON 

Mr Dypsy. Wi _ HOOPER, MA. ACA Chief Organizing 
Accountant, National Coal Board, and Mrs Hoover 

Mr J. W. Hoveu OB. JXM;T.A,, F.S.A.A., President, The 
Institute of Municipal Treasurers and Accountants, and Mrs 
Hoon 

Mr D. V. House, sca, and Mrs Houser 


Mr Jonn M. HOWARD, M.P., F.C.A. 
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After the Presentations: Mr Robert Carr, MP., FLM, 
Chairman, Jobn Dale Ltd, and Mrs Carr. 


Sie Hangorp Howitt, C.B.E., D.C.L., D.S.0., MO, LPa F.C.A., 
and Lapy Howrrr 


Mns Percy P. Hucngs: 
Me C. I. R. HUTTON, B.A, GA, and Mrs HUTTON 


"Pus Rr. Hox Lorp Inman, po, j.P., and LADY Inman 
MR WILLIAM. JACKSON, AGCA., President, The Association of 
Certified and Corporate Accountants 
Ma WR H Jones, Managing Director, John Dale Limited, 
s and Mrs Jones - 
"Mn H. P. KENNETT, Santan, Gee & Co (Publishers) Limited, 
and Mrs KENNETT 


Mx J. M. KEYWORTH, A.C.A and Mrs KevwonTH 


Tue Rr. How. Lorp LATHAM, J.P., F.A.C.C.A., and Lapy 
LATHAM 


MR LG LATHAM, Di F.S.A A., F.A.C.C.A., F.G.L8., Director, 
fod Association of Certified and Corporate Accountants, and Mrs 
THAM 


Mr W.H.: Lawson, C.B.E., B.A., F.C.A., Immediate Past-President, 
The Institute of Chartered Accountants in England and Wales, 
and Mrs Lawson 

Mr HL LAYTON, M.S.M., F.C.A. 


Tur Rr. How. Tus Viscount LEATHERS and Viscountess 
LEATHERS 

MR R. B, LEECH, M.B.E., T.D., FCA. 

Mn THOMAS LISTER, M.A., C.A., and Mns LISTER 

Me Leo T. Lirrie, Editor, Accountancy, and Mrs Larrea 


Mz C. H. S, LovEDAY, A.C.A., an Assistant Secretary, The Insti- 
tute of Chartered Accountants in England and Wales, and 
Mrs LOVEDAY 

Mr Aran C. Lucas, SOA, 


‘Dr K. W, LucKHURST, M.A., PH.D., Secretary, The Royal Society 
of Arts 
Sm THOMAS LUND, C.5.E., Secretary, The Law Society 


Mer RosgRT LYvALL, Executive in Charge, Financial Advertising 
Division, Samson Clark & Co Limited, and Mrs LYALL 


"MR ALAN S. Maclver, M.C., B.A, Secretary, The Institute of 
 "Gharlered Accountants in ' England and Wales 


Mn Ò. A, MACKINNON, C.A 


Mn J. MACPHERSON, Tiu Officer of Accounts, and MR 
^C MACPHERSON 


Mr J. W. MARGETTS, F.C.A., and Mrs MARGETTS 


Mz R. IAN MARSHALL, B.COM., C.A., President, The Institute of 
ee Accountants of Scotland 
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Mr T. S. Martin, F.BILM., Director and General al Manag 
Gee & Co (Publishers) Limited, and Mrs MARTIN ` 5 


CoLoneL A. T. MAXWELL, T.D, Chairman, Powers-Samas i 


Accounting Machines Limited 


Mn E. H. V. McDoucALL, Secretary, The Institute of Chartered 
Accountants of Scotland, and Mrs MoDougcALL ` | ^ 


Mz R. T. M. McPHaiL, M.B.E, CA, and Mrs McPuan 
Mr MICHAEL MCcWATTERS 


Mr A C. S. MEYNELL, E.A.G.C.A., Immediate Past-President; 
The Association of Certified and Corporate Accountants, and Mas 
MEYNELL 


Mrs F. C, Minter, Director, Gee & Co (Publishers) Limited 
and Mr G. MILLER 


Tue Rr. How. Loro MILNE, na, GA and Lapy MILNE. 


Mr J. MITCHELL, C.A., Chief Accountant, Peninsular & Oriental 2 
Steam Navigation Company, and Mrs MITCHELL 


Mr W. C. Mizen, a General Manager, Peninsular & Oriental 
Steam Navigation Company, and Mrs MIZEN 

Mr R. W. MOON, B.LITT., A.C.A. 

Mr Kennetu S. MOST, LL.B., A.C.4., and Mrs Most 

Mr G. W. MURPHY, B.A.(COM.), F.C.A., and Mss Murray 

Mr N. E. Musrog, Q.c. 3 | DIS 

Mr Bertram NELSON, C.B.E., .P., PROA 

Mz J. D. NiGHTINGIRL, A.€.4., and Mrs NIGHTINGIRL | 

Sm Epwarp Norman, Chief faster of Taxes, Inland Revenue, 
and Lapy NORMAN 


Mr L. J. H. Noves, n.sc.(ECON.), PE Secretary, Taxation and 
Research Committee, The Institute of Chartered Accountants in 
England and Wales, and Mrs Noyes ` 


Mr F, C. OsBOURN, M.B;E., B.A., LLB, Secretary, The oe 
tion of Certified and Corporate Accountants, and Mrs OssoURN 


Mr W. E. PARKER, C.B.E., PGA and Mrs PARKER 

Mn J. T. PATTERSON, F.C.A., and Mrs PATTERSON 

Mz H, H. Pay and Mrs Pay ; 

Mr C. U. PEAT, WM, M.A., PGAs Vice-President, The Institute 
of Chartered Accountants in England and Wales, and Mes s Pear : 

Mrs W. PETERS e 

Mr G, Goprrey PHILLIPS, C.B.E., and Mrs fun 

Mr Joun F. PHILLIPS LLN. Secretary, The Chartered Institute S 
of Secretaries, and Mrs PHILLIPS 

Tue Rr. Hon, Lorp PIERCY, C.B.£., Chairman. Industrial and 
Commercial Finance Corporation Limited 

ALDERMAN A. T, PIKE, ong, J.P., POCS, Vice-President, The 
Corporation of Secretaries, and Mrs PIKE 

Sir Ricuarp Powe t, Bt., M,C., Director-General, The Institute 
of Directors 

Mr CHARLES PRITCHARD and Mrs PRITCHARD 







Left to rights Mr John F F. Phillips, LL.M., Secretary: © 
Chartered Institute of Secretaries; Mr Alan S. MacIver, 
M.C., B.A, Secretary, The Institute of Chartered Account- 
ants in England and Wales; Mr Donald V. House, EGA, 
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Miss Dese, I. Rainey, F.C.A., Secretary, Women Chartered 
Accountants? - Society 


RANDALL 

Str Hatrorp REDDISH, F.G.A., and Lang REDDISH 

Mr F. M. Repincton, M.A., President, Institute of Actuaries 

MR A. RICHARDSON, O.B.E., Director of Public Relations, Ministry 
af Labour and National Service | 

Mr Lawrence W. ROBSON, P.C. A., F.G.W.A., and Mrs Ronson 

Mr Norman Rosson, Editor, Westminster Press 

Sin THOMAS Rosson, M.B.E., M.A., F.C.A., and Lapy Rosson 

Mr C. G, RocHE, A.C.A., Peninsular & Oriental Steam Naviga» 
tion Company 

Mr J. Cart Ross, Chairman, Trawlers Grimsby Limited, and 
Mns Ross 

Mr Drren ROWLAND, B.A., LL.B. 

Mat H. Sampson 

Mr T. W. A, Suk, Gee & Co (Publishers) Limited 

Mr Cyri F. SIMMONDS, J.P., and Mrs SIMMONDS 

Mn P. E. SMART 

Me S. BayLiss SMITH, r.c. A., and Mrs SmrrH 

Mr STANLEY W. SMILES, F.C.4.,, and Mrs SMILES 


n . 8m. Dus Main E c 9. 
Mr W. S. SE Gee & Co (Publishers) Limited, and Man S 


Mr G. Tyser and Mns Teen 







D Geer Zeg 


TUCKER ` — m 
Mr DONALD TYERMAN, Editor, The Economist, and Mas : 
"TYERMAN 





Meri Bid UNpznHiLL, Managing Director. Eden Fisher Y Co | 

imi , 

Miss D. M. VAUGHAN, F.C.A. 

Mh Senge WALTON, C.B.E., M.A., B.LITT. 

Mn E. LN. WARBURTON, Joint General Manager, Lloyds Bank 
Limited, and Mas WARBURTON 

Miss EraeL WATTS, B.A., PGA, 

Mrs AnTHUR E, Wenn 

Mr W., R. T. WHATMORE, M.C., B.A., FOA. 

Mr Harotp W. WHITE, F.C.C.5., F.H.A., Chairman of the 
Council, The Corporation of Secretaries 

Mr Francis Wurrmore, City Editor, The Daily Telegraph 

Mr P. E. WHITWORTH, B.A., and Mrs WHITWORTH 

Mr T. D. J. WirxissoN, City Editor, The Glasgow Herald 

Ma L. D. WinLiaMsS, City Editer, Daily Mail, and Mrs 
WILLIAMS 





p x ` 


Left to right: Mr R. B. Leech, M.B.E., T.D., F.C.4.; Mr A. S. H. Dicker, M.B.E., F.C.4.; Mrs R, P. Winter; Col. R. P. Winter, 


M.C., T.D., D.L., F.C.A. 


Miss ISABEL SNELLING 

Miss Vera SNELLING, Director, Gee & Co (Publishers) Limited 

Proressor Davin SOLOMONS, B.COM., A.C.A Professor of 
Accounting, University. of Bristol, and Mrs SOLOMONS | 

Mn J. R. SPAREY, M.A., an Assistant Secretary, The Association of 
Certified and Corporate Accountants, and Mra SPAREY 

Mr E G, Sparer, FOLL, Chairman, Lombard Banking Limited, 
‘and Mrs SPATER 

Mr R. J. W, STACY; cB., Under Dijeli, Board of Trade 

Mn CHARLES S. STEPHENS, PCA., and Mas STEPHENS 

Mr F. L. Srevens, Editor, E B.L. Review, and Mrs STEVENS |. 

Mr GEOFFREY STEVENS, M.P., FCA., Chairman of the Executive 
Committee, The Income Tax Payers? Society, and Mrs Stevens 

Mn W. STOCKWELL, Secretary, Peninsular & Oriental Steam 
Navigation Company, and Mrs STOCKWELL 

Carr. J. E. STONE, C.B.E., M.G., FSAA. 

Mr CHARLES M, STRACHAN, O.B,E., FGA. - 

Mn J. E. TALBOT, ECA., and. Mns Tarsor 

.-E. TEwsoN and Mrs TEwsoN- 

. M. THOMAS, Lr.n.(LOND.) 

Mr Hoon W. TuowsoN, Librarian, The Institute of Chartered 

Accountants in Engana and Wales H 









Accountancy The British Manufacturer ` 
"City Press The Daily Telegraph. ` 
Daily Mail The Economist © 
F.B.I. Review ` The Financial Times 
- Investors? Chronicle ~ Pese Herald di 
Netas Chronicle anchester Guardian 
eg The Scotsman 
Shipping World The Sunday Times 
Sunday Express The Times 
Taxation "META Lr Provincial ` 
The Birmingham Pat ` ` [m Lid 


Mer R, H. Winiiams and Mrs WiL.LtAMs 

Mrs HoGa WILSON 

Mn ]. 5. WILSON, GA, and Mns WILSON 

Mz Hapotp Wincort, Editor, Investors’ Chronicle 

Con. R. P. WINTER, MCa T.D., D.L., P.C. A., and Mrs WINTER 

Mz E. Kenner WRIGHT, M.A., F.C.A,, and Mrs Wricur 

Mrs E. M. WRIGHT, A.C.A. Chairman, Women Chartered 
Accountants’ Dining Soctety 

Sm Bruce WYCHERLEY, MG, F.c.1.8., and Lany WYCHERLEY 

Sin RICHARD YEABSLEY, C.B.E., F.C,A.,, and LADY YEABSLEY 





June 28th, 1958 


Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for 
the opinions expressed. 


Examination Problem 


Sir, - How many practitioners could have answered 
Question 1 of the Book-keeping and Accountancy 
(Executorship) paper in the itute's Intermediate 
examination of May 1958? 

How many, faced with the problems (if any exist) 
in practice, would have sought legal aid, and how 
a bee pus could have afforded such aid? 

en the accent from the powers that be is upon 
better practical experience for articled clerks, why 
do examiners need to venture into the realms of 
fantasy when there are so many earthly questions 
which they could ask? 

This space age... ? 

Yours faithfully, 
EROS. 
The question ts as follows: 

Hector died on January ist, 1956, leaving his 
residuary personal estate in trust to pay the income 
therefrom to his widow for life, with remainder to his 
children absolutely. There was no real estate. 


£ £ 
The gross value of the estate was . 125,000 
The Poe made thereout were: 
195 
Feb. 28th Estate duty and in- 
terest... .. 60,000 
June 30th Debts and funeral 
expenses .. a 5,400 
Sept. 30th Pecuniary legacies .. 16,000 
Nov. 30th Executorship expenses 3,600 
| | 85,000 








Residue (in investments authorized by the will) £40,000 


The income, after deduction of income tax, arising 
from the estate during the year 1956 amounted to 


. £2,720. 

You are required to calculate the income payable to 
the life-tenant in respect of the year to December 
31st, 1956, she being alive on that date. 

[18 Marks] 


Training for the Profession 


Sir, — The County Commercial College at Wednes- 
bury has now completed arrangements for a one 
month full-time introductory course as called for 
by Mr W. E. Parker in his paper last year at Oxford. 

It wil be held twice yearly, beginning as from 
September 22nd and January 12th next, the teaching 
being shared between a chartered accountant and a 
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barrister who will aim at providing an introduction 
to the profession and its standards, some general 
knowledge of a business and legal nature, a concen- 
trated attack on accounting up to the simpler type 
of company balance sheet, and the basic concepts 
of auditing. 2E 

-The College has had considerable experience now 
in organizing both the special revision courses for 
Intermediate and Final A.C.A. and in providing 
classes for several hundred clerks sent by industrial 
employers of the Black Country for one day a week 
under our apprenticeship schemes. 

I believe that this introductory course will prove 
equally successful, and will enable the youngest 
articled clerks to show an intelligent interest in ties 
work from the very start, and thus rapidly narrow 
the gap between themselves and those senior to them 
by twelve to fifteen months. 

One principal in the Nottingham area tells me 
that the gain in efficiency, both to his articled clerk 
and the firm, will justify sending his articled clerk to 
reside in the neighbourhood for the month of the 
course. I believe he is right. 

Yours faithfully, 
| E. J. COCKSON-JONES. 
Pelsall, near Walsall, Staffs. 


Builders’ Merchants’ Costs 
Sm, — Practising accountants whose clients include 
builders’ and plumbers’ merchants will, no doubt, - 
be interested to hear that the Building Industry 
Distributors, in conjunction with the National 
Federation of Ironmongers, Builders’ Supplies 
(Wholesale) Section, and the British Federation of 
Plumbers’ Merchants, have recently completed a 
pilot investigation into a limited number of builders’ 
and plumbers’ merchants with a view to obtaining 
information regarding their margins and operating 


expenses. The results of this pilot investigation: are 


being made known and all members of the first two 
associations mentioned above are now being asked 
to complete, in confidence, a questionnaire concern- 
ing their own firm, in a general survey on the subject. 

The immediate purpose of the review, which it is 
proposed to continue-on an annual basis, will be to 
compile statistical information at a national level 
which will be-of vital interest to the associations 
concerned and to their members. It seems likely that 
many members will require the assistance of profes- 
sional accountants in completing this questionnaire. 
The advice is likely to fall into two sections, that 
dealing with the.calculation of gross margins and 
that with the suitable allocation of operating expenses 
to the various types of sales. 

Sales and gross margins are to be shown sub- 
divided as between ‘heavy side’ commodities and 
‘light side’ commodities, each of these-being further 
subdivided between direct deliveries to customer 
and deliveries ex the merchant’s stock. ‘Heavy side’ 
commodities are in general those used in the structure 
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of a building such as bricks, cement, tiles, etc., while 
those for the ‘light side’ include fitments and equip- 


ment such as baths, boilers, ironmongery, etc. A- 


comprehensive guide as to the types of commodity 
which fall within the two main groups are given in 
the notes forwarded with the questionnaire. 

Professional accountants will readily appreciate 
that the production of such figures will involve a 
suitable analysis of purchases, sales and stocks. The 
method by which such analyses are to be obtained 
will clearly depend on the size and particular aspects 
of each firm; indeed, many firms may well wish to 
make a more detailed analysis than that required by 
the questionnaire. Suitable analysis of stocks presents 
no real problem, but clearly it will simplify matters 
if those taking stock, record heavy and light com- 
modities on separate sheets. Analysis of sales can be 
carried out in a variety of ways, including the 
following: 

(i) By suitable marking on invoices or till rolls, 
these being subsequently totalled by compto- 
meter or listing machines. 

(ii) Analysis manually by means of specially pre- 
pared stationery in conjunction with a sum- 
marizer board. 

(ii) Analysis by a keyboard accounting machine 
containing a suitable number of registers. 

(iv) Analysis by punched-card equipment. 

Analysis of purchases would in all probability be 
carried out by similar machines to that adopted in 
the case of sales. 

It has been suggested that sampling might be 
adopted in order to arrive at the sub-division of sales 
and gross margins by reference to a detailed examina- 
tion of a limited period rather than to actual figures 
relating to a full year. While it is not desired entirely 
to rule out the use of such a procedure, it must be 
realized that any such sample must be selected with 
great care in order to ensure that it is typical of the 
whole year, having regard to the peculiarities of the 
firm concerned and bearing in mind the seasonal 
nature of the trade. 

Operating expenses are to be classifed under 
main headings: goods transport; handling (ware- 
houses, yards, and depots); selling (representatives, 


showrooms and counter expenses); occupancy and 


general overheads; and the suitable allocation of 
these expenses to the sub-divisions of sales and gross 
margins already referred to will clearly present con- 
siderable problems to members and their profes- 
sional accountants. It is not considered possible to 
give members any detailed instructions on this 
matter, since every firm has its own peculiarities and 
all such problems must be dealt with on their 
individual merits. T'he questionnaire does, however, 
contain certain suggestions which may be followed 
in the absence of knowledge as to a better course to 
adopt. 

Professional accountants are naturally much more 
experienced than many merchants in the question of 
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allocation of overheads, and should be able to assist 
mernbers in deciding what detailed records should be 
kept — such as mileage covered, loads carried, number 
of invoices rendered, staff employed, floor space 
occupied, etc. — which will assist in suitably apportion- 
ing the operating expenses. d 

The associations concerned regard the proper ^ 
completion of this questionnaire by an adequate per- 
centage of their members as being of vital interest to 
the trade, and would very much appreciate the help 
which professional accountants can give to their mem- 
bers in this matter. 

Yours faithfully, 


A. G. P. LINCOLN, 
President. 
BUILDING INDUSTRY DISTRIBUTORS. 
London, WCr. 


Book-keeping and Bookselling 

Sir, — The publicity which you gave to the difficulties 
facing the bookseller in maintaining an efficient book- 
selling service is very welcome (June 7th issue). Lest _ 
your readers, however, suspect that booksellers are in 
clover to start with, it ought to be pointed out that 
the usual trade terms are certainly not 334 per cent. 
This figure is for new fiction and books of general 
interest, such as biography and travel, bought pre- 
publication and for KE? But bookselling can by no 
means depend on these for its existence. What are 
known as higher educational books carry trade terms 
which may be as low as 20 per cent. Technical books — 
carry a short discount no higher than 25 per cent. 
School textbooks themselves are renowned for their 
basic 2d in the shilling terms plus, in some cases, an 
extra discount of 5 per cent, and because these are 
normally sold in bulk, the bookseller is obliged further 
to give a substantial discount to the purchaser on 
orders for these, and this discount is frequently more 
than half of the gross profit figure. Even general books 
carrying terms of 334 per cent frequently suffer a loss 
of ro per cent of this margin when the bookseller 
sells them to public libraries. 

The average discount a bookseller, therefore, 
receives in the way of trade terms depends on the 
proportion of short-discount books which are in- 
volved in his business, but there is no doubt that no 
bookseller can claim a gross profit figure of 334 per 
cent. In many cases of mixed businesses, it is nearer 
23 per cent. That is one of the very good reasons why 
it has been difficult in the past to carry on the desir- 
able public service of special orders for single copies, 
without too much direct loss. Mr Walter Harrap's 
new scheme will help booksellers tremendously to 
maintain the special order service. 

Yours faithfully, 
G. R. DAVIES, 
Secretary. 
THE BOOKSELLERS’ ASSOCIATION 
OF GREAT BRITAIN AND IRELAND. 
London, SWI. 
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Notes and Notices 


The Accountant 
INDEX TO Vor. CXXXVII: JANUARY-JUNE 1958 


The general index to this volume ~ January to June 
1958, Vol. CX XXVIII — will be published with the 
first part of the next volume, dated July sth, 1958. 

` The parts of this volume should therefore not be 
sent for binding until the index has been added. 


PERSONAL 


Messrs PEARSON-GRiEFITHS & McLay, Chartered 
Accountants, announce that they have moved from 
their previous address, Cadogan House, 12 West Bute 
Street, Cardiff, to Cadogan House, 7 Fitzalan Road, 
Cardiff. Telephone: Cardiff 22481. 

Messrs Royce, PEELING, GREEN & Co, Chartered 
Accountants, of 18 Lloyd Street, Manchester, 2, 
announce that with effect from May 1st, 1958, their 
managing clerk, Mr GILBERT JOHN , A.C.A., 
has been admitted into partnership. The firm will 
continue under the same title as heretofore. 

Messrs WaucGH, Hames & Co, Chartered Account- 
ants, of 15 King Street, Hereford, announce that as 
from July 1st, 1958, their practice will be amalgamated 
with that of Messrs Davis & Ruicsy, Chartered 
Accountants, of 34 Castle Street, Hereford. The new 
firm will be styled Waucu, Hames, Hope & Co, and 
will operate from 34 Castle Street, Hereford. 

THE partners of Messrs GEORGE A. 'l'oucug & Co 
and Messrs P. S. Ross & Sons, Chartered Accountants, 
announce the merger of their firms and the continuation 
of their practices under the name of Ross, TOUCHE & 
Co, with offices in Saint John, N.B., Montreal, Ottawa, 
Toronto, London, Winnipeg, Regina, Saskatoon, 
Calgary, Edmonton, Cranbrook, Vancouver, Victoria, 
and with representation in the United States of 
America and in Great Britain. 

Messrs B. Davis & Co, Chartered Accountants, of 
59 Sloane Street, London, SWr, announce that they 
have taken into partnership Mr PauL Davin Davis, 
A.C.A., with effect from April 6th, 1958. 

Messrs CassLETON ELrLrorr & Co, of Ghana, 
announce that Mr GEORGE EDMUND ‘TICKNER, 
incorporated accountant member of The Institute of 
Chartered Accountants in England and Wales, who 
has been on their staff for some years and latterly as 
manager of their Takoradi office, has been admitted to 
partnership. 

Messrs Kump, BIRNIE, BrircHrorp & Co, Chartered 
Accountants, announce that they have merged their 
Nassau and Jamaica practice with Messrs PEAT, 
Marwick, MITCHELL & Co, and that as from July rst, 
1958, the practice will be carried on under the style 


of Messrs Peat, Marwick, MrrcuHgLL & Co, Chartered 
Accountants, at Bay Street (P.O. Box 123), Nassau, 
Bahamas; 22-24 Duke Street (P.O. Box 76), Kingston, 
Jamaica; and at 2 Market Street, Montego Bay, 
Jamaica. Mr Roy C. Kump, a.c.a., and Mr D. E. 
BRITCHFORD, C.A., will continue as active partners and 
the retirement of Mr WILLIAM BIRNIE, Ca, is 
announced with regret. 

Messrs Story, Haywarp & Co, Chartered Account- 
ants, of 97 and 99 Park Street, London, Wt, announce 
that Mr Harry TARLEY, F.C.A., Mr PHILLIP SOBER, 
A.C.A., and Mr Francis HENRY WILLIAM WAINWRIGHT 
SHAW, A.C.A., will be admitted into the partnership as 
from July rst, 1958. The practice will be continued 
under the same name as heretofore. Messrs H. ‘TARLEY 
& Co, Chartered Accountants (S.A.) will act as agents 
in South Africa. 

Messrs H. TARLEY & PARTNERS, Chartered Account- 
ants, of 22 Upper Grosvenor Street, London, Wir, 
announce that the partnership will be dissolved and 
the practice at the said address will be discontinued 
on June 30th, 1958, when Mr Harry TanrzY will join 
Messrs STov, Hayward & Co. 

Messrs H. lTanLEY & Co, Chartered Accountants 
(S.A.), of Trust House, Thibault Square, Cape T'own, 
announce that Mr H. Tarrey will withdraw from the 
partnership on June 3oth, 1958. The practice will be 
continued under the same name as heretofore by the 
remaining partners. The firm will act in future as the 
agents in South Africa of Messrs STov, HAYWARD & 
Co. 


OBITUARY 
Sm FRANK TRIBE, K.C.B., K.B.E. 


It is with regret that we record the death on June 2oth, 
at the age of 64, of Sir Frank Tribe, K.C.B., K.B.E., 
Comptroller and Auditor-General of the Exchequer and 
Audit Department since 1946. His task in this position 
was to ensure that the money voted by Parliament was 
spent as Parliament had decided. 

Sir Frank was educated at Clifton College and Trinity 
College, Oxford. He was appointed to the Ministry of 
Labour in 1920 and was Principal Private Secretary to 
three Ministers of Labour during the period 1923-28. 
In 1938 he was appointed Principal Assistant Secretary 
at the Treasury until the Second World War, when he 
was made Deputy Secretary, Ministry of Labour and 
National Service. 

He was a member of the Joint Panel of External 
Auditors of the United Nations from 1950 and had 
been chairman since 1954. He had been External 
Auditor of UNESCO since 1950 and since 1951 of the 
Food and Agricultural Organization. 
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Major JOBEN EDWIN OSBORNE, T.D., F.C.A. 


We have learned with regret of the death, at the age af" 


47, of Major John Edwin Osborne, T.D., F.C.A., a 


partner in Lofthouse and Osborne, Chartered Account- 


ants, of Hull. 
Major Osborne was admitted an Associate of The 
Institute of Chartered Accountants in England and 


Wales in 1933, the year in which he joined Lofthouse- 


and Osborne. 
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He was a founder member of the East Yorkshire Car 
Club and a member of the Yorkshire Sports Car Club 
and of the British Automobile Racing Club. He was ` 
also a member of the Beverley Rural Council and 
honorary treasurer of the Haltemprice Conservative 
Association. 


Major Osborne, who was elected to Fellowship of 
the Institute in 1951, was a director of five limited 
companies. : 


CRICKET 
THE INSTITUTE v. THE LAW SOCIETY 


The annual cricket match between The Institute of 
Chartered Accountants in England and Wales and the 
Law Society, was played at Richmond, on June sth, 
and ended in a draw. If the result was a disappoint- 
ment, the cricket was interesting and until the ninth 
wicket went down, the Institute's innings in runs scored, 
if not in quality, bore a marked resemblance to that of 
England in the first Test Match against New Zealand. 

The Institute batted first and after losing M. I. 
Makin in the first few overs, an excellent stand between 
J. A. C. Bentall and C. D. Drybrough developed. ‘This 
added nearly a hundred, C. D. Drybrough especially, 
producing some off-drives reminiscent of Peter May. 
A big score seemed imminent, but both batsmen were 
out a few minutes before lunch. The interval proved 
to be the downfall of both A. B. Brooker and B. D. 
Barton; Barton was watching a ball from M. Richardson 
go harmlessly by, when it broke back sharply and hit 
the wicket. It was left to A. M. Walker's sound defence 
and D. A. W. Bradley's controlled aggression to 
restore the situation and a race developed between the 
side being out, the reaching of the zco, and the 
England test score, which was almost precisely the 


cy same at that stage. Father Time was in fact the winner 
_ X and the innings was declared. For the Law Society, 


M. Richardson, who bowled throughout the innings, 
was the most effective bowler, with 4 wickets for 64. 
The 'big guns' of the Law Society opened some- 
what quietly and the expected offensive was never 
really launched. This was due mainly to an accurate 
and hostile spell of bowling with D. A. W. Bradley 
at one end and W. D. G. Lewis at the other, and to 
some active fielding and good throwing, especially 
from cover point. Soon after tea, T. M. Sutton- 
Mattocks was. beautifully stumped on the leg-side by 
J. A. C. Bentall. G. F. Oakley was bowled soon after- 
wards and, despite a sound innings of 54 from A. R. 
de Lattre and some slow bowling of varying accuracy, 
the Institute's challenge was not accepted. All hope 
of a win for the Institute ended when a difficult but 


vital catch was dropped and the gatne ended with the 
Law Society scoring 125 for 4 at close of play. 

Owing to a knee injury, L. W. Robson, who has 
captained the Institute side over a period of twenty-six 
years, was unfortunately unable to play. 

The scores were as follows: 
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J. A. C. Bentall, b. Richardson 53 
M. I. Makin, c. wicket, b. Goold E o 
C. D. Drybrough, C. Feldman, b. Richardson 51 
A. M. Walker, c. sub, b. Mundy .. $3 27 
A. B. Brooker, C. sub, b. Feldman .. l 
B. D. Barton, b. Richardson ; o 
D. A. W. Bradley, b. Richardson  .. 35 
J. D. H. Mackenzie, c. wicket, b. Mundy . $a 6 
W. D. G. Lewis, c. sub, b. Richardson 3 
R. P. S. Macnutt, not out 9 
E. I. Terrell, not out . 6 
Extras .. 2 
Total for 9 wickets .. a v .. 198 
Bowling: 

M. Richardson.. 26-4—72-5 W. Goold .. 8-1-45-1 
W. O. Nicholls 4-0-22-0 S. Feldman.. 9-2-44-1 

S. Mundy 470-12-2 


THE LAW SOCIETY 
T. M. Sutton-Mattocks, stumped Ben b. Lewis 8 





G. F. Oakley, b. Lewis I5 
A. R. de Lattre, c. Mecnitt, b. Walker i Ke 54 
R. Dennis, c. and b. Macnutt : e " I5 
S. Mundy, notout  .. CN e SC i 25 
W. F. Goold, not out ws X - Sp 3 

Total for 4 wickets . 135 


M. Richardson, C. S, Dorman, W. O. Nicholls, S. Feldman 
and T. L. Outhwaite did not bat. 
Bowling: 

D. Bradley , 13-5-18-0 W.D. G. Lewis 8-5-10-2 


C. D. Drybrough 7-3-20-o0 E, I. Terrell 12-2-43—o 
R. P. S. Macnutt 3-0-17-1 A.M. Walker 2-0-12-1 
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